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From  the  Library 


Every  person  wvho  mdliciously 
cuts,  detdces.  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  tiatue,  com,  model, 
apparatus,  or  other  work  ot  lit- 
erature, art,  mechanics  or  ob- 
lect  of  curiosity,  deposited  m 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 
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Your  eyelids  close.  Your  back  reclines.* 
Your  body  sinks  slowly  into  a  tranquil  sea  of 
supple  leather  upholstery. 

And  then,  with  a  click  of 
a  button  and  the  soft  whir 


of  a  motor  deep  within  the 


LS  430  backseat,  something 
magical  happens:  You  begin  to  relax. 

As  the  built-in  massager*  goes  to  work, 
your  muscles  unwind,  tension  melts,  and 


STYLE  ?MASSAG[ 

DO  YOU  PREFER: 
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you  come  to  the  realization  that  true  luxury 
can,  in  fact,  be  found  in  an  automobile. 

The  rear  armrest  folds  down  to 
uncover  an  electronic  panel 
designed  to  further  satiate 
your  senses,  controlling  the 
music  you  hear  and  the  quality 
of  the  air  you  breathe.*  Even  the  angle 
of  your  seatback  and  the  temperature*  of  the 
interior  can  be  adjusted  by  your  fingertips. 


•Only  available  as  part  of  the  Ultra  Luxury  Selection.  'Only  available  as  part  of  the  Ultra  and  Custom  Luxury  Selections.  ©2001  Lexus,  a  Division  of  Toyota  Motor  Sale 


Additional  therapeutic  amenities  can 
be  found  in  the  front  of  the  cabin,  such 
as  a  13-function  memory  system  to 
help  the  heated  and,  may  we  add, 
air-conditioned  seats  ^  conform  to 
your  body  While  dual-zone  climate 
control  utilizes  an  advanced  neural  network 
of  solar  sensors  to  intuitively  redirect  cool 


LEXUS? 


or  warm  airflow  to  where  its  needed  most. 
Do  you  need  a  little  more  rejuvenation?  A 
muscular  290-horsepower,  4.3-liter, 
ultra-low  emission  V8  engine  will 
leave  you  in  a  blissful  state. 
The  Lexus  LS  430.  Unquestionably, 
a  luxury  automobile  engineered  to  make 
you  feel  better  every  time  you  experience  it. 


Can  an  automobile  delight,  comfort,  fascinate  and  energize  you? 
Take  lexus.com  for  a  test  drive.  The  Passionate  Pursuit  of  Perfection. 


J.A..  Inc.  Lexus  reminds  you  to  wear  seatbelts,  secure  children  in  rear  seat,  obey  all  speed  laws  and  drive  responsibly.  For  more  information,  call  800-USA-LEXUS  (800-872-5398) 
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TEST  YOUR  MARKET  IQ 


WHAT  DOES  THE  T 
STAND  FOR  IN  THE  S&P  500 


I 


*Since  inception  m  1993.  tiie  SPOR  trust  has  distributed  only  one  capital  gain  of  $.09  in  1996.  For  more  complete  information  and  a  prospectus, 
mcludmg  potential  risks,  on  SPDRs-  call  1-800-THE  AMEX  or  visit  www.amex.com/SPY.  Read  the  prospectus  carefully  before  you  invest. 

SPORs  are  subject  to  risks  similar  to  those  of  slocks.  Investment  returns  may  fluctuate  and  are  subject  to  market  volatility,  so  that  an  investor's 
shares,  when  redeemed  or  sold,  may  be  worth  more  or  less  than  their  original  cost.  Past  performance  is  no  guarantee  of  future  results. 

ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  SPDR  Trust,  a  unit  investment  trust.  "Standard  &  Poor's  ' '  S&P  '  S&P 
'^"^  nn  "^'^"''^^^  *  Depositary  Receipts-  and  "SPDRs>"  are  trademarks  of  Tiie  McGraw-Hill  Companies,  Inc..  and  have  been' licensed  for  use 
.)'/  PDR  Services  LLC  and  Annerican  Stock  Exchange  LLC.  SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted  by  S&P  a  division  of  The  IVlcGraw-Hill 
t.ompanies,  Inc..  and  S&P  makes  no  representation  regarding  the  advisability  of  investing  in- SPDRs.  ©  2001  American  Stock  Exchange  LLC 


I If  you  said  "and,"  you're 
ready  to  invest  in  Spiders. 


If  you're  looking  at  different  ways  to  invest  in  tlie 
S&P  500  Indexi  you'd  be  smart  to  weigli  tliem 
against  Spiders.  Spiders  are  the  best  parts  of  a 
stock  and  a  mutual  fund  combined.  Each  Spider 
share  you  buy  is  a  portion  of  the  whole  basket 
of  S&P  500"  stocks,  just  like  a  traditional  index 
fund.  And  with  Spiders,  the  management  fees 
and  capital  gains  taxes  are  very  low.  (One 
capital  gain  of  nine  cents  in  1996.  That's  it.*) 
You  buy  and  sell  Spiders  the  same  way  you  buy 
stocks,  and  pay  your  usual  commission. They're 
easy-in-easy-out,  too;  you  can  sell  anytime 
without  a  penalty.  A  stroke  of  genius,  if  we  do 
say  so  ourselves.  Spiders  (SPY)  are  one  of  over 
100  different  Exchange  Traded  Funds  listed 
on  The  American  Stock  Exchange.  Why  not 
collect  all  of  them?  Talk  to  your  broker  or 
financial  advisor.  Or  to  get  more  details  call 
1-800-THE  AMEX  or  visit  www.amex.com/SPY. 


Listed  on 

The  American 
Stock  Exchange'' 


Managed  hy 

S  SgA. 

State  Street  GiDBAi  Advisors 


©  2000-2001  Research  In  Motion  Limited  (RIM),  All  rights  reserved. 
BlackBerry  is  an  end-to-end  wireless  email  solution  developed 
by  RIM  BlackBerry,  the  BlackBerry  logo,  the  "envelope  m  motion" 
symbol,  RIM,  the  RIM  Wireless  Handheld  family  of  marks  and 
the  RIM  logo  are  trademarks  or  registered  trademarks  of  RIM. 


siness  is  a  real  hive  of  activity  these  days.  And  you  need  to  stay  connected  no  matter  where 
:akes  you.  That's  where  BlackBerry"''  comes  in.  It's  the  best  way  to  manage  your  email  and 
laborate  with  your  team  -  wherever  you  go.  BlackBerry  works  with  your  existing  office  email, 
minating  the  hassle  of  multiple  addresses.  It  even  syncs  with  your  calendar  on  the  fly- 
you'll  always  be  in  the  know,  wherever  you  go.  BlackBerry  wireless  email.  It's  all  the  buzz. 


WWW.BLACKBERRY.NET 


INFO@BLACKBERRY.NET 


BLACKBERRY 

WIRELESS    EMAIL  SOLUTION 


Now  appearing,  a  new  symbol 
for  global  energy. 


Energy  and  opportunity  have  a  new  symbol.  Created  by  fusing  the  best  talent  and  the  latest  technology 
into  one  world-class  company.  Now,  in  175  countries,  our  range  of  operations,  belief  in  partnership,  anc 
commitment  to  performance  will  be  known  by  three  simple  letters.  They  stand  for  ChevronTexaco. 


ChevronTexaco 

Our  stock  symbol  is  CVX.  Visit  us  at  chevrontexaco.com. 


Since  1948,  Land  Rover  4x4^  have  been  pressed  into  battle  throughout  the  world. 
To  date,  our  most  luxurious  model  has  received  no  special  dispensation.  As  recently 
as  the  Gulf  War,  civilian  Range  Rovers  were  commandeered  by 
coalition  forces  and,  to  no  one's  surprise,  performed  dauntlessly 
Not  one  to  hide  behind  its  lavish  amenities,  the  Range  Rover 
possesses  the  same  go-anywhere,  all-terrain  capability  as  the  rest  of 
the  Land  Rover  fleet.  A  single  tour  in  our  2002  4.6  HSE  and  you'll 
soon  appreciate  how  unique  it  is.  Polished  walnut  and  select 
leather  eombined  with  Electronic  Air  Suspension  and  a  460-watt,  I  2-speaker  audio 
system  make  the  best  of  even  the  worst  situations.  As  do  permanent  four-wheel-drive 
and  fourrwheel  Electronic  Traction  Control.  Why,  there's  nothing  we  won't  do  to  ensure 
that  every  Range  Rover  is  as  capable  as.it  is  comfortable.  Anything  to  keep  the  peace. 


RANGE  ROVER 


©2001  Land 


iT^[«^e^t»;\£)B  cil.L.  I-800-FtNe^WD.  tread  lightly!  Drive  responsibly  off-road 
^>^  ^'T-rreh  li-c  Ahvays  use  vour.  seaV  beltSl  SRS/airbe*gs  alone  do^ not, prpvid^iSuffic 


provide  sufficient  protection. 
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Now  you  can 
of  Fidelity  sector  fund 


get  the  benefit 
investing  in  your  annuity. 


Did  you  know  that  you  can 
invest  in  a  family  of  Fidelity  VIP 
sector  funds  in  your  Fidelity^  Tax- 
Deferred  Variable  Annuity? 

Which  means  that  you  can  invest 
tax  deferred  in  the  specific  industry 
sectors  that  you  think  may  provide  a 
long-term  performance  advantage. 
You  can  even  switch  amiong  the  funds 


tax  free  —  an  especially  important 
benefit  in  volatile  markets. 

Plus,  you'll  get  the  expertise  and 
assistance  you  need  to  integrate 
sector  funds  into  a  diversified 
annuity  portfolio. 

Put  the  strength  and  expertise  of 
Fidelity  to  work  on  your  annuity  to 
help  you  see  yourself  succeeding. 


Introducing 
Sector  Funds  in  a 
Fidelity  Annuity 

Get  the  expert  help  you  need  to  make  the  most  of  your  annuity. 

•  Seven  new  Fidelity  sector  funds  to  choose  from 

•  28  other  Fidelity  and  non-Fidelity  annuity  funds  available 

•  Transfer  your  annuity  to  Fidelity  tax  free^ 


FideUiy 


Inuesimenis^ 


Call  1-800-544-4713  or  visit  a  Fidelity  Investor  Center 


■idelity  refers  to  Fidelity  Investments  Life  Insurance  Company  and  in  NY,  Empire  Fidelity  Investments  Life  Insurance  Company.  The  term  "VIP" 
efers  to  Variable  Insurance  Products.  Investing  in  sector  funds  may  be  more  volatile  due  to  their  narrow  investment  concentration.  Investments 
1  VIP  sector  funds  transferred  or  v\/ithdrawn  in  less  than  60  days  will  be  assessed  a  1%  redemption  fee,  which  is  retained  by  the  fund, 
before  transferring,  check  with  your  current  annuity  provider  to  see  if  it  will  assess  a  surrender  charge, 
he  sector  fund  portfolios  may  not  be  available  in  all  states. 

ariable  annuity  values  and  investment  returns  will  fluctuate  and  you  may  have  a  gain  or  loss  when  money  is  withdrawn.  Taxable  amounts 
ithdrawn  prior  to  age  5914  may  be  subject  to  a  10%  penalty  tax. 

or  more  information,  including  charges  and  expenses,  call  1-800-544-4713  for  a  free  prospectus.  Please  read  it  carefully  before  investing  or 
;nding  money.  Fidelity  Retirement  Reserves  (policy  form  no.  NRR-96100,  et  al.)  is  issued  by  Fidelity  Investments  Life  Insurance  Co.  For  NY  residents, 
etirement  Reserves  is  issued  by  Empire  Fidelity  Investments  Life  Insurance  Co.,  NY,  NY.  Fidelity  Brokerage  Services,  Member  NYSE,  SIPC, 
idelity  Insurance  Agency,  Inc.  and  Fidelity  Investments  Insurance  Agency  of  Texas,  Inc.  are  the  distributors.  129183 


Introducing  Aquos,  inspiring  flat-panel,  liquid  crystal  television.  Crystal-clear  image  quality.  Outstandir 
brightness.  And  a  screen  that's  merely  2.5  inches  thin.  Aquos  by  Sharp.  It's  v\/hatTV  will  be.  sharp-usa.co, 
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A  new  addition  to  our  e-mail 
alerts:  Alongside  corporate 
executives,  add  newsmakers 
to  your  watch  list. 

Financial  Glossary 

Easy-to-search  and  cross-refer- 
enced definitions  of  thousands 
of  business  and  financial  terms. 
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Current  prices,  charts,  financial 
ratios  and  more  on  Microsoft 
and  all  other  U.S.  stocks  and 
American  Depositary  Receipts. 

Premium  Services 

Investing 

MarketBrowser  Plus.  Investment 

tracking  and  research, 
on  your  desktop. 

Business 

RFP  Center.  Locate  business 
and  IT  services. 

Lifestyle 

DuPont  Registry.  Find  the  classic 
automobile  of  your  dreams. 

Forbes 

The  Bookstore.  Purchase  the 
wit  and  wisdom  of  FORBES 
editors  and  columnists. 


Windows  XP 

Should  You  Bother? 

Lisa  DICarlo 
Microsoff  s  newest 
operating  system  is 
here  at  last,  but 
there  are  many 
questions  about  XP. 
Will  it  give  a  badly 
needed  boost  to  PC 
sales?  Will  its  inte- 
grated features  put 
smaller  indepen- 
dents out  of  busi- 
ness? Most  impor- 
tant, do  you  need 
it?  Forbes.com 
tackles  those  ques- 
tions in  a  special 
report,  "Examining 
XP,"  which  in-  Gates:  Making  the  case  for  XP 

eludes  an  exclusive  calculator  for  business  owners 
and  executives  to  determine  whether  the  new  operat- 
ing system  is  worth  the  cost. 

Investing  Newsletters 

A  Second  Opinion 

James  W.  Michaels,  Forbes  Editor  Emeritus 
Investors  need  guidance  from  people  who  don't 
profit  from  selling  securities.  Take  a  look  at  invest- 
ment newsletters.  Some  of  them  have  great  records, 
some  mediocre,  some  lousy. 
So  we've  launched  a  section  on 
Forbes.com  to  monitor  this 
business.  Each  week  we'll  in- 
terview advisers,  discuss  their 
picks  and  show  you  the  stock, 
charts  they  favor.  We'll  help 
you  separate  the  winners  ft"om 
the  losers.  Even  if  you  love 
your  broker,  you  ought 
to  have  a  second  opinion. 

"Cy>|«Vv|3i^  I  *°  ^"  Articles  cited  on  this  page,  visit  us 

H^^MBaconJ  at  www.forb6S.com/contents. 


Jim  Michaels 
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WAYS  TO 
RESCUE 

YOUR 
RETIREMENT 

PLAN 

Saving  Your  Retirement 

Tools  that  can  help:  our  Pur- 
chasing Power  in  Retirement 
and  Asset  Allocation  calcula- 
tors, plus  our  Fund  Screener 
for  selecting  mutual  funds 
that  fit  your  investment  goals. 

Go  Away 

Online  guides  to  the  best  of 
Paris  and  other  now-cheap- 
to-reach  destinations;  Forbes 
Best  of  The  Web's  picks  of 
travel  sites;  online  bookings 
through  Expedia.com. 

Search  Our  Archive 

The  past  five  years 

of  FORBES  magazine  are 

available  online. 

Forbes  Global 

The  China  100 

From  pig  feed  to  baby  strollers, 
entrepreneurs  in  China  are 
creating  new  levels  of  wealth. 
For  the  third  year  in  a  row 
FORBES  GLOBAL  ranks  China's 
richest  in  business;  this  year's 
roster  has  been  expanded  from 
50  to  100.  The  complete  list 
is  available  online. 
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The  Business  Gift 


1.  It  must  honor  the  recipient. 
2.  It  is  an  object  of  integrity,  beautifully  crafted. 

3.  It  must  express  your  gratitude. 
4.  It  must  reflect  well  upon  you  and  your  firm. 
5.  It  is  packaged  neatly,  securely,  elegantly. 

6.  It  arrives  on  time.  Every  time. 
7.  It  is  received  with  genuine  excitement. 
8.  It  is  an  honest  eiesign.  Original  and  timeless. 
9.  It  will  be  treasured.  For  years. 
10.  To  open  a  Tiffany  business  account  or  to 
receive  a  catalogue,  call  800  770  0080. 
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SIDE  LINES  

Rational  Expectations  with  moral  support  from  fi- 
nancial planners,  401  (kj  savers  have  spent  the  last  decade 
plunging  headlong  into  the  stock  market.  As  Neil  Weinberg 
and  Christopher  Helman  relate  in  the  cover  story  on  page 
104,  many  a- financial  plan  is  in  ruins.  Some  people  are  so 
wedded  to  their  early-retirement  goals  that  they  are  making 
ever- riskier  bets,  hoping  to  recover  lost  ground.  They  have 
the  desperate  air  of  an  embezzling  bank  teller  who  is  about  to 
be  caught  and  makes  one  last  run  to  the  racetrack  in  the  hope 
of  getting  back  his  losses. 

Where  did  they  go  wrong?  The  experts  kept  telling  them 
that  stocks  beat  bonds.  Over  most  of  the  past  century  that  was 
true.  Stocks  had  a  real  total  return — capital  gains,  plus  divi- 
dends, minus  inflation — of  better  than  7%.  Long  Treasurys 

Real  cumulative  return  for  long  T  bonds  (December  1925  =  100) 


12/25  12/50  12/75  9/01 


Source:  Ibbotson  Associates. 

earned  scarcely  2%.  Ergo,  bonds  stink.  History  proves  it. 

Is  history  bunk?  No.  But  in  this  case  I  think  the  experts 
drew  the  wrong  lesson  from  history.  They  looked  at  the  per- 
formance numbers,  when  they  should  have  been  looking  at 
the  root  causes  of  those  performance  numbers. 

Bondholders  got  robbed  by  surprise  inflation.  Take  away 
the  surprise  factor  and  the  picture  changes  completely.  With 
U.S.  Treasury  securities,  this  is  easy  to  do.  You  can  buy  an  in- 
flation-linked T  bond,  due  in  2028,  with  a  real  yield  of  3.5%. 
That  should  be  your  real  return  expectation  for  this  security, 
not  the  historical  rate. 

For  stocks,  there  is  much  more  room  for  debate  about  ex- 
pected returns.  But  I  think  there  is  a  deep  connection  be- 
tween the  7%-plus  real  return  they  have  offered  and  the  fact 
stocks  have  been  on  average  priced  to  provide  an  earnings 
yield  (inverse  of  the  price/earnings  ratio)  of  just  over  7%. 
Stock  P/Es  are  now  at  double  their  historical  norm,  meaning 
the  earnings  yield  is  half  the  norm.  Okay,  earnings  have  been 
recently  depressed  by  writeoffs.  But  even  so  you  have  to  con- 
clude that  stocks  are  nothing  like  the  bargain  they  were  for 
most  of  the  20th  century. 

My  expectation:  Stocks  wdU  beat  inflation-linked  T  bonds 
over  the  next  27  years,  but  not  by  much. 

1/  EDITOR 
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READERS  SAY 


Money  Matters 

BET  founder  and  CEO  Bob 
Johnson,  "The  Cable  Capitalist" 
C Oct.  8,  p.  42),  America's  only 
black  billionaire,  should 'be 
praised  rather  than  vilified  by 
other  African-Americans  for  his 
success  as  an  entrepreneur.  By 
giving  black  and  other  audi- 
ences what  they  want,  rather 
than  what  some  black  leaders 
say  they  should  have,  he  has 
created  value  for  his  sharehold- 
ers and  has  built  BET  into  a  profitable  enterprise.  America  will  need  more 
Bob  Johnsons  if  the  private  sector  is  to  continue  to  diversify.  Bottom  line, 
he  has  made  more  money  than  any  other  African-American,  and  many 
whites,  in  the  history  of  this  nation.  That  feat  alone  should  be  applauded! 

WALTER  C.  FARRELL  JR. 
Chapel  Hill,  N.C. 
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Cleaning  the  Slate 

On  Sept.  1 1  a  foolish  comment  ap- 
peared in  one  of  Slate's  Web-published 
e-mail  dialogues.  The  writer,  a  New 
Yorker  staff  member,  not  a  ''Slate 
columnist"  who  is  "also  a  theater  critic 
for  the  New  Yorker,"  as  FORBES  slyly 
describes  him  ("How  to  Respond," 
Oct.  8,  p.  39),  wondered  aloud  whether 
the  catastrophe  had  some  connection 
to  the  Bush  Administration's  cam- 
paign for  a  missile  defense  system.  The 
writer  more  or  less  retracted  the  re- 
mark in  the  course  of  making  it,  de- 
scribing it  as  a  "first  thought"  and  de- 
ploring "the  fact  that  I  could  even 
think  such  a  thought."  Slate  went  be- 
yond retraction:  We  made  the  remark 
the  lead  in  a  column  listing  tasteless 
public  comments  about  the  tragedy. 

Your  publisher  urges  readers  to 
write  Bill  Gates  demanding  Slate 
(which  is  published  by  Microsoft)  be 
shut  down.  How  thuggish.  Is  this  what 
you  want  the  post-Sept.  1 1  world  to  be 
like?  If  magazine  owners  take  to  shut- 
ting them  down  over  daffy  paranoid 
criticism  of  the  government,  few  mag- 
azines will  survive,  and  FORBES  will 
not  be  among  them. 

MICHAEL  KINSLEY 
Editor,  Slate.com 
Redmond,  Wash. 


Passing  the  Buck 

I  write  in  response  to  "See  No  Evil" 
(Oct.  15,  p.  106).  The  indenture  trustee 
that  handles  municipal  bond  proceeds 
and  makes  payments  to  bondholders 
serves  only  in  a  ministerial  role  and 
has  no  pre-default  duty  to  serve  as  a 
"vigilant  watchdog."  Efforts  to  foist  on 
the  indenture  trustee,  usually  a  bank, 
the  same  degree  of  care  for  bond  issues 
as  is  required  of  ordinary  trustees 
would  make  the  role  untenable  and 
large  bond  offerings  impracticable. 

Yet  such  efforts  are  still  essayed  by 
investors  and  plaintiff  lawyers  who, 
drawn  by  the  banks'  deep  pockets, 
seek  to  expand  the  scope  of  (Willie) 
Sutton's  law.  It  is  not  the  job  of  inden- 
ture trustees  to  save  bondholders 
from  risky  or  bad  transactions. 

JONATHAN  D.  RICH 
Orlando,  Fla. 

Tort  Reform 

The  only  good  news  that  could  come 
from  the  ghoulish  stampede  of  the 
plaintiff  lawyers  ("Waiting  in  the 
Wings,"  Oct.  29,  p.  62)  rushing  to  see 
how  many  already  damaged  American 
industries  can  be  damaged  stUl  further 
by  far-fetched  lawsuits  is  that  the  rest 
of  us  will  be  thoroughly  sickened  by 
the  spectacle.  American  corporations 
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SEE,  HEAR  AND  FEEL  THINGS  LIKE  NEVER  BEFORE 

THE  WORLD'S  FIRST  &  LARGEST  0 
24  INCH  ULTRATHIN  HDTV  READY  LCD  MONITOR 


XTRAWIDE™  (170  DEGREE)  VIEWING  ANGLE  0 
HIGH  RESOLUTION,  UP  TO  1920  X  1200  0 


How  real  can  an  iniage  be?  Is  this  real  enough? 


ronics  Co.  Ltd. 


www.sam5ung.com 


FLEXJET 

Only  Bombardier  Flexjet*  offers  ihe  complete  range  of  Learjet.® 
Challenger®  and  Global  Express®  jets,  each  equipped  with  advanced  safepi 

SYSTEMS  and  FLOWN  BY  HIGHLY  EXPERIENCED.  WELL-TRAINED  PILOTS.  AS  THE  WORLD 
1,E.\DER  IN  BUSINESS  .WIATION.  VALUE  JUST  MAY  BE  WHAT  WE  DO  BEST  I'OR  MORE 
INF0RM.\TI0N.  VISIT  WWW  FI  F\|FTrOM.  OR  CW  L  1-800-FLEXJET. 

BOMBARDIER  FLEXJET 


More  business  intelligence  at  etexere.com  or  etexere.co.uk 


Breaks  the  unwritten  law  of 
business  blockbusters  and  actually 
manages  to  be  thought-provoking. 


i  [II 


ORIGINAL  THINKING 
FOR  BUSINESS  SUCCESS 


GARY  HOOVER 


"One  of  the  great  entrepreneurs  of  our  time." 
Michael  Wolff,  B  uTti  Rdte.  ''A  true  visionary." 
Laurence  Kirshbaum,  CEO,  Time-Warner  Publishing. 

T  E  X  E  RE 
EHiElimij^lilEHEllMimim 


are  not  responsible  for  Osama  bin 
Laden's  terrorism.  That  clever  lawyer^ 
can  get  often  sympathetic  juries  ta 
award  sizable  damages,  however  tenu- 
ous the  connection  between  the  injury 
and  the  deep  pocket,  is  hardly  news, 
think  when  the  public  sees  this  un-| 
seemly  stampede  they  may  finally  realize 
the  importance  of  tort  reform. 

GORDON  J.  LOUTTII 
Manhattan  Beach,  Calif, 

Debating  Prop.  65 

It's  unfortunate  that  "Toxic  Avengers'' 
(Oct.  15,  p.  80)  completely  denied  youi 
readers  knowledge  of  the  public  health 
benefit  that  California's  Safe  Drinking 
Water  &  Toxic  Enforcement  Act  (Prop 
65)  has  conferred  upon  the  people  ol 
California.  My  organization  has 
worked  with  manufacturers  to  remove 
toxic  chemicals  from  hair  dye,  home 
water  filters  and  other  products  fami- 
lies use.  We  have  also  used  Prop.  65  tc 
drastically  reduce  emissions  frorr 
metal-plating  factories,  dry  cleaners 
and  industrial  sites  that  poison  resi- 
dential communities. 

KATIE  SILBERMAN 
Center  for  Environmental  Healtf 
Oakland,  Calif 

Prop.  65  liability  follows  the  sam« 
path  as  product  liability.  Even  though 
we  didn't  sell  our  product  in  Califor- 
nia, and  weren't  responsible  for  th« 
final  packaging  (and  the  requirec 
warning),  we  were  still  forced  to  hir« 
specialized  legal  help  to  defend  our- 
selves.  We  were  lucky.  It  only  cost  u: 
(manageable)  legal  fees  and  about  ; 
year  of  time  to  extricate  ourselves.  I 
we  had  lost  I  am  certain  it  would  hav< 
forced  us  into  bankruptcy  becaus* 
product  liability  insurance  doesn' 
cover  the  severe  Prop.  65  judgment; 
or  settlements. 

ANDREW  MACHOVEI 
President,  Tape-Rih 
New  Hyde  Park,  N.Y 
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FREE  REPORTS 
FROM  A  SELECT  CROUP  OF 
AMERICA'S  FASTEST-CROWINC  COMPANIES 


Unusual  times  can  present  unusual  opportunities.  The  exceptional  companies  listed  below  want  you  to  know  more  about  them. 
Complete  the  form  below  for  free  copies  of  their  annual  reports.  Nearly  every  actively  traded  company  was  screened,  using  data  from 
several  leading  databases,  to  determine  the  top  growth  companies  invited  to  appear.  They  ranged  in  size  from  a  few  giants  of  corpo- 
rate America  to  emerging  growth  companies  with  sales  of  at  least  $5  million.  All  were  screened  for  exceptional  long-term  sales 
growth,  recent  growth  trends,  size  and  stock  price  -  none  under  $3.  Only  15%  of  America's  public  companies  passed  these  tests 
and  were  invited  to  make  this  free  offer  of  investor  information.  Thirty-two  of  these  exceptional  companies  appear  below. 


1.1-800  CONTACTS,  INC.  (www.contacts.com) 
direct  marketer  of  replacement  contact  lenses 

2.  ACT  Teleconferencing,  Inc.  (www.acttel.com) 

audio,  video,  data  &  Internet  conferencing 

3.  Bell  MicrOprOdUCtS  (www.bellmicro.com) 

a  leading  provider  of  storage  solutions 

4.  CardloDynamics  (www.cdic.com) 

innovator/ leader  of  noninvasive  ICG  medical  technology 

5.  Carrizo  Oil  &  Gas,  Inc.  (www.canizo.ee) 

oil  &  natural  gas  exploration  &  production 

6.  Cephalon,  Inc.  (www.cephalon.com) 

global  biopharmaceutical  company 

7.  The  Cooper  Companies,  Inc.  (www.coopercos.com) 

health  care  products  and  services 

8.  Corinthian  Colleges,  Inc.  (www.cci.edu) 

56  for-profit  diploma  &  degree-granting  schools,  20  states 

9.  Express  Scripts,  Inc.  (www.express-scripts.com) 

pharmacy  benefits  manager  (PBM) 

0.  Fair,  Isaac  and  Company  (www.fairisaac.com) 

decision  analytics 

1 .  Flagstar  Bancorp  ( www.flagstar.com) 

federally  chartered  savings  bank 

2.  Gentner  Communications  Corp.  (www.gentner.com) 

voice,  video  &  web  conferencing  products/services 

3.  Glacier  Bancorp,  Inc.  (www.glacierbank.com) 

commercial  banks 

4.  Harvard  Bioscience,  Inc.  (www.harvardbioscience.com) 

provide  tools  for  drug  discovery 

5.  Houston  Exploration  Co.  (www.houstonexploration.com) 

domestic  exploration  company 

6.  Jack  Henry  &  Associates,  Inc.  (www.jackhenry.com) 

computer  software  for  banks 


17.  Marten  Transport,  Ltd.  ( www.marten.com) 

refrigerated  transportation 

18.  MDU  Resources  Group,  Inc.  (www.mdu.com) 

energy  and  natural  resource  company 

19.  MEDTOX  Scientific,  Inc.  (www.medtox.com) 

specialty  lab  testing  and  POC  diagnostics 

20.  NetlQ  Corp.  (www.netiq.com) 

mission  critical  software  for  e-business 

21.  Northwestern  Corporation  (www.northwestem.com) 

energy  telecom /data  solutions 

22.  OSCA,  Inc.  (www.osca.com) 

oilfield  services,  products  and  equipment 

23.  Prosperity  Bancshares,  Inc.  ( www.firstprosperity.com) 

banking  services 

24.  Qualstar  Corporation  (wwwquaistar.com) 

tape  libraries  for  data  storage  &  backup 

25.  ResMed  Inc.  ( www.resmed.com ) 

medical  devices  for  sleep-disordered  breathing 

26.  Resource  Bankshares  (www.resourcebankshares.com) 

regional  commercial  bank 

27.  Rural  Cellular  Corporation  (www.rccwireiess.com) 

wireless  communication  provider 

28.  SFBC  International,  Inc.  (www.sfbci.com) 

contract  research  &  clinical  trials  for  drug  cos. 

29.  United  Therapeutics  Corporation  (www.unithercom) 

blotech/ unique  therapies  for  chronic  diseases 

30.  Universal  Compression  (www.universalcompression.com) 

natural  gas  compression  services 

31 .  U.S.B.  Holding  Co.,  Inc.  (www.unionstate.com) 

retail  banking  and  commercial  lending 

32.  Western  Sierra  Bancorp  (www.wsnb.com) 

banking 


^lease  circle  below  the  number  assigned  to  each  company  listed  on  this  page  whose  report  you  would  like  to  receive, 
four  request  will  be  forwarded  to  each  company  and  information  mailed  promptly.  Deadline  for  response  1/15/02. 
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"^ame  &  Title 


.ompany 


street 


rity.  State,  Zip 


I  am  a  (circle  one): 

A.  Private  Investor 

B.  Stockbroker 

C.  Securities  Sales  Mgr. 

D.  Security  Analyst 

E.  Portfolio  Manager 

F.  Investment  Club 

G.  Finc'l.Planner/Advisor 

H.  Other 


2-mail  (to  receive  notice  of  future  lists)     

Return  Coupon  to:  Wall-Street.com,  P.  O.  Box  460310,  Aurora,  CO  80046-0310 

©2001  Wall-Street.com®  WSC  is  the  originator  and  sponsor  of  the  Faslesl-Growinf'  Companies  in  America  Program'"  and  is  not  affiliated  with,  or  sponsored  by.  Forbes. 

For  financial  data  on  ALL  the  above,  plus  all  the  best  information  on  the  Web,  go  to  www.wall-street.com 


THE  lKfORM£R_ 

tDirtD  BY  WILLIAM  P.  BARRETT 


Higher-risk  college  buddies:  Henry 
ft.  Kravis  and  George  R.  Roberts. 


Asset  Allocation:  Huh? 

California's  elite  Claremont  McKenna  College,  whose  board 
includes  Forbes  400  members  Henry  R.  Kravis  and 
cousin/partner  George  R.  Roberts,  both  alums,  saw  its  $487 
million  endowment  fall  24%  in  the  year  to  June  30,  compared 
with  a  mere  2.5%  average  drop  at  other  schools.  Documents 
suggest  the  Claremont  fimd,  one  of  academe's  largest,  started 
the  year  94%  invested  in  what  became  bad  classes — stocks 
and  limited  partnerships,  including  those  of  Kohlberg  Kravis 
Roberts — and  0%  in  bonds,  which  thrived.  The  school  says  it 
still  beat  stock  market  averages  over  four  years.     — W.P.B. 

Try  Getting  a  78%  Discount  at  Fry's 

The  Internal  Revenue  Service  is  seeking  $4.8  million  in  gift  tax 
and  penalties  from  brothers  William  and  David  Fry,  whose 
Fry's  Electronics,  the  West  Coast-based  discount  computer 

Planning^We  Can  Probably  Do  Without  

Every  calling  has  its  problems.  Here  are  some  investment  professionals  officially  stripped 
this  year  of  the  right  to  be  called  a  Certified  Financial  Planner.  —W.P.B. 

NAME  LOCATION  STATED  REASONS  INCLUDE 

Scott  Browning  Tampa,  Fla.  Didn't  respond  to  allegations  of  selling  unsuitable  iiivestments 

Robert  J.  Elser  Newburgh,  N.Y.  Didn't  respond  to  allegations  of  mistreating  a  client 

Paul  C.  French  Jr.  Bangor,  Mich.  Convicted  of  embezzlement,  sentenced  to  six  months 

Susan  L.  Jahn  Deerfield,  Wis.  Failed  to  disclose  suspension  as  insurance  agent 

Roger  L.  Latham  Apple  Valley,  Calif  Sanctioned  by  otlier  regulators  for  signing  clients'  names 

Mark  E.  Nichols  Naples,  Fla.  Didn't  respond  to  allegations  of  involvement  in  Ponzi  scheme 

June  B.  Sayer  San  Diego,  Calif  Failed  to  supervise  broker — her  husband — acting  improperly 

Donald  K.  Speirs  Santa  Ynez,  Calif  Didn't  respond  to  allegations  of  churning,  fraud  and  negligence 


superstore  chain,  has  been  noted  for  retailing 
fizz  and  poor  customer  relations  (FORBES, 
Nov.  3,  1997).  Fed  claim:  The  two  and  their 
wives  undervalued  by  78%  the  interests  given 
kids  in  a  family  limited  partnership  full  of 
Fry's  stock.  Older  brother  and  chief  executive 
John  Fry  isn't  part  of  the  case. — Janet  Novack 

The  Public  Isn't  This  Dumb 

In  an  April  press  release,  Oklahoma  City 
based  ZymeTx  peddled  its  $14.50  personal 
flu-test  kit  by  warning  the  illness  costs  the 
U.S.  economy  $12  billion  annually.  Ho  hum 
The  stock  slumped  and  Nasdaq  delisted  the 
company.  Now  the  firm  is  using  the  current 
anthrax  scare  to  market — yes— the  very 
same  test.  New  pitch:  Make  sure  you  merely 
have  the  flu.  Shares  have  tripled  in  over-the 
counter  trading  to  49  cents.  — Tomas  Kellner 


Liar,  Liar,  Lawsuit's  on  Fire 

One  reason  the  IRS  just  lost  litigation  over  a  tax  shelter  valued 
at  $227  million  that  American  Home  Products  used  and 
Merrill  Lynch  promoted:  The  only  insider  to  testify  for  the 
feds,  ex-Merrill  manager  Warren  D.  Matthei,  was  in  jail  for 
fibbing  to  duck  child  support.  "An  admitted  liar  ...  generally 
untrustworthy  and  lacking  in  credibility,"  U.S.  District  Judge 
Paul  L.  Friedman  groused  in  his  written  opinion.  — J.N. 

A  Three-Point  Basket  or  a  Foul? 

For  a  $10,000  donation  to  a  specified  New  York  City  founda- 
tion, the  new  Neiman  Marcus  Christmas  catalog  says,  your 
kid  can  be  a  one-time  New  York  Knicks  ballboy — if  you  don't 
live  in  basketball-crazy  Indiana,  or  in  Mississippi,  North 
Dakota  or  Utah.  Why?  Those  states  have  stricter  charitable 
registration  laws  that  hadn't  been  met.    — Tim  W.  Ferguson 


Source:  Certified  Financial  Planner  Board  of  Standards. 
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For  Information  Call  877-862-7555 
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-LDI  f  ED  BY  SUSAN  ADAMS 


OCTOBER  20, 1997 


About-Face 


CANTOR  FITZGERALD  CHIEF  EXECUTIVE 
Howard  Lutnick  has  finally  decided  to 
be  more  generous  to  the  families  of  em- 
ployees who  died  in  the  World  Trade 
Center  attack.  Shortly  after  Sept.  1 1  Lut- 
nick wept  openly  on  network  television 
and  proclaimed  the  firm  "would  do 
everything  we  can  ...  to  take  care  of 
the  families  of  the  700  people  he  says  his 
bond  brokerage  firm  had  lost.  But  off 
camera,  Lutnick  was  stiffing  the  fami- 
lies, as  FORBES'  Elizabeth  MacDonald 
reported  in  television  appearances.  This 
may  not  surprise  FORBES  readers  who 
remember  our  feature  four  years  ago 
about  Lutnick's  power  grab  and  suspect 
dealings  at  the  firm. 

Cantor  cut  off  salary  checks  four 
days  after  the  attacks,  effectively  con- 
cluding that  employees  were  dead  even 
while  families  and  rescue  workers 
clung  to  hope.  Cantor  informed  some 
families  they  would  receive  no  health 
benefits  after  Sept.  30  and  capped  life 
insurance  payments  at  $100,000 — sub- 
stantially less  than  the  expected  payout 
of  twice  annual  salary  (it  did  say  early 
on  it  would  expedite  life  insurance  pay- 
ments). And  Cantor  said  it  might  not 
pay  bonuses. 

Lutnick  blamed  lack  of  fimds,  but 

FORBES"  Novenii  ';ini 


Media  migraine:  Cantor  Fitzgerald's  Howard  Lutnick. 


Cantor  pulled  in  a  $140  million  profit 
last  year.  Two  days  after  the  attack  it 
was  back  in  operation. 

Succumbing  to  media  pressure, 
Cantor  said  it  would  pay  all  bonuses 
and  commissions  by  Thanksgiving  and 


offer  free  health  benefits  for  ten  years.  It  | 
will  give  grieving  families  25%  of  fu- 
ture profits  for  the  next  five  years — 
minus  the  cost  of  health  benefits. 

OCTOBER  r.  2001 

Peacock  Ole! 

DAYS   AFTER   WE   REPORTED  THAT] 
Telemundo  would  likely  get  snapped 
up  by  either  NBC,  Viacom  or  AOL  Time 
Warner,  NBC  announced  plans  to  bu)- 
the  number  two  Spanish-language 
broadcaster  for  $1.98  billion.  The  sell- 
ers— lohn  Malone's  Liberty  Media,] 
Sony  Pictures  Entertainment  and  buy- 
out firms  Bastion  Capital  and  Council] 
Tree  Communications — will  snare  re- 
turns north  of  65%. 

"This  is  better  than  the  Superl 
Bowl,"  crows  Bastion  Capital  partner  I 
Daniel  Villanueva,  a  former  Dallas] 
Cowboy  field-goal  kicker. 

— Kerry  A.  Dolan\ 


FLASHBACKS 


75  YEARS  AGO  IN  FORBES/NOVEMBER  15,  1926 

America's  Gloryi  have  finished  a  12,000-mile  trip  over 

the  United  States  and  as  far  west  as  Hawaii.  In  any  and  every  community 
men  count  most  of  all,  not  natural  resources,  not  location,  not  trans- 
portation facilities,  not  any  other  material  thing.  Rather  I  would  name 
the  spirit,  the  mental  attitude,  the  enlightened  aggressiveness  of  the  cit- 
izens to  achieve  for  city.  State  and  self  as  of  primary  moment.  Here  and 
there  you  can  literally  see  mountains  being  moved.  This  will  to  do,  com- 
bined with  characteristic  American  energy,  courage  and  enterprise, 
forms  the  crowning  glory  of  the  people  of  this  nation.  —B.C.  Forbes 

30  YEARS  AGO  IN  FORBES/NOVEMBER  I,  1971 

Recession  in  the  Skyihe  gut  problem  tor  our  dangerously  red-inked  airlines  is  that 
fewer  people  rather  than  more  have  been  taking  to  the  air.  In  many,  many  cases  it  was  found  that  the  phone 
call  worked  as  effectively  as,  and  at  mucho  less  cost  than,  the  personal  visitation.  To  overcome  this  "don't 
go— phone"  philosophy  is  going  to  prove  a  bit  difficult.  For  sure,  though,  the  number  of  air  travelers  will 
climb  again  as  more  people  begin  to  do  more  business.  The  rate  and  time  of  this  climb  will  just  be  less  and 
longer  than  those  financing  the  airlines  would  like. 

20  YEARS  AGO  IN  FORBES/OCTOBER  26.  1981 

Dashed  Middle  East  Hopes  Sadat  em- 
bodied the  prime  hope  for  ultimate  sanity  prevailing  in  the  Mideast 
The  ilk  of  fanatical,  evil  Gaddafi  and  Khomeini  were  more  intensely 
aware  of  this  than  those  who  knew  it  but  tended  to  take  it  for  granted. 
The  assassination  of  the  bravest,  most  foresighted  Egyptian  of  them 
all  snuffs  out  the  flickering  flame  of  hope  for  a  West  Bank  solution. 
Now— what? 


WE  PUT  EVERYTHING  WE'VE  GOT 
INTO    EVERYTHING    YOU  GIVE. 


With  a  Fidelity  Charitable  Gift  Fund'"  Giving 
Account^''  you  can  make  the  greatest  impact  on  the 
charities  you  care  about  most.  Establish  an  account 
with  an  irrevocable  contribution  of  cash  or  stock,  and 
with  the  help  of  our  top  money  managers,  the  value 
of  your  gift  has  the  opportunity  to  grow.  You  receive 
an  immediate  tax  deduction*  yet  have  the  freedom 
to   support  individual   charities   whenever  you 
choose — as  often  as  you 
like.  We  constantly  work 
to  simplify  the  giving 
Fidelity        Investments     process,  while  delivering 
the  kind  of  responsive  service  that  has  made  us  one 
of  America's  leading  public  charities.  To  learn  more 
about  Fidelity's  Charitable  Gift  Fund,  call  us  at 
800-682-4438  or  visit  www.charitablegift.org. 


*Availability  of  certain  federal  income  tax  deductions  may  depend  on  whether  you  itemize  deductions.  Rules  and  regulations  vary  at  the  state 
level.  Please  check  with  your  tax  advisor  Tax  deductions  discussed  herein  refer  specifically  to  federal  taxes. 

The  Fidelity  Charitable  Gift  Fund  is  a  public  charity  and  donor-advised  fund.  Various  Fidelity  companies  provide  investment  management  and 
administrative  services  to  the  Fund.  Charitable  Gift  Fund,  Giving  Account,  and  the  Charitable  Gift  Fund  logo  are  sen/ice  marks  of  the  Trustees 
of  the  Fidelity  Charitable  Gift  Fund.  Fidelity,  Fidelity  Investments  &  Pyramid  logo  are  registered  service  mari<s  of  FMR  Corp.  used  under  license. 
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Fanatics  &  Fertility 

Islam's  population  growth  worries  the 
West,  but  the  real  demographic  problem 
of  its  rising  youth  cohorts  lies  elsewhere. 


NICHOLAS  EBERSTADT 

HENRY  WENDT  CHAIR  IN  POLITICAL  ECONOMY, 
AMERICAN  ENTERPRISE  INSTITUTE 

Islamic  terrorists  have  already  deployed  the  car  bomb  and  the 
plane  bomb  against  us — but  will  the  "population  bomb"  ul- 
timately prove  to  be  their  most  formidable  weapon? 

Some  in  Washington — and  the  rest  of  the  country — fear 
exactly  this.  Noted  authors  Robert  Kaplan  and  Samuel 
Huntington  have  put  out 
books  worrying  that  high 
birthrates  and  rapid  popula- 
tion growth  will  destabilize 
Third  World  Muslim  states, 
radicalize  their  populations 
and  provide  an  ever-growing 
army  of  foot  soldiers  to  at- 
tack the  Western  order. 

Is  demography  destiny? 
Will  population  figure  omi- 
nously in  the  struggle 
against  international  terror 
that  lies  ahead?  A  closer  look 
at  the  figures  suggests  that 
current  anxieties  are  misdi- 
rected. There  is  indeed  a  de- 
mographic problem — but  it 
has  not  yet  been  properly 
identified. 

Raw  numbers,  to  begin, 
are  not  the  problem.  The  Is- 
lamic faith  commands  a  vast  adherence  today:  From 
Casablanca  to  Mindanao  and  from  Chechnya's  Grozny  down 
to  Nigeria's  Kano,  probably  over  I  billion  of  the  world's  6  bil- 
lion-plus people  are  Muslims.  That  figure  exceeds  the 
roughly  900  million  the  World  Bank  designates  as  "high  in- 
come" (basically,  the  West).  But  Islam  is  hardly  monolithic. 
Believers  from  predominantly  Muslim  countries  such  as 
Bangladesh  (population  about  130  million),  Indonesia  (225 
million),  Morocco  (30  million),  Pakistan  (145  million)  and 
Turkey  (65  million)  have  little  affinit)'  for  one  another — a 
fundamental  fact  that  helps  to  explain  the  perennial  failure 
of  the  long-vaunted  pan-Islamic  movement.  And  the  terror- 
ist temptation  holds  decidedly  less  appeal  for  ordinary  Mus- 
lims than  does  pan-Islamic  politics. 


If  we  count  the  Muslim-majority  areas  where  terroi 
sponsors  hold  official  power  or  run  major  movement 
(Afghanistan,  Algeria,  Egypt,  Iran,  Iraq,  Lebanon,  Libya 
Palestinian  Authority,  the  Saudi  peninsula,  Syria),  overal 
population  currently  amounts  to  about  290  million.  Thes* 
are  substantial  numbers,  to  be  sure — but  nothing  like  thi 
numbers  we  sometimes  hear.  And  even  that  total  dramati 
cally  exaggerates  the  base  for  anti-Western  terror  groups. 

Fears  of  an  ongoing  Islamic  fertility  surge,  for  their  pari 
are  largely  stoked  by  yesterday's  news.  In  most  of  the  Mus 
lim  world,  birthrates  today  are  dropping  rapidly.  Accordinj 
to  the  Census  Bureau,  Northern  Africa's  total  fertility  rat' 
(births  per  woman  per  lifetime)  is  only  half  as  high  as  it  wa 
20  years  ago.  Iran's  has  plunged  by  two-thirds  sinC' 
Khomeini's  1979  revolution.  By  the  Census  Bureau's  reck 
oning,  Tunisia  and  Lebanon  are  the  first  Muslim-majorit; 
countries  with  sub-replacement  fertility — and  they  wil 

likely  not  be  the  last  ($€■ 
chart). 

The  example  o 
Lebanon — terrorist  play 
ground  for  the  past  genera 
tion — should  remind  u 
that  birthrates  are  not  th< 
best  predictor  of  vindictivi 
Utopian  politics,  in  the  Mid 
die  East  or  anywhere  else 
(Think  of  Serbia  in  thi 
1990s,  where  an  aging 
child-scarce  populace  en 
thusiastically  embraced  vio 
lence  and  savagery.)  True 
Osama  bin  Laden  may  bi 
one  of  50-plus  children- 
but  the  key  fact  about  him  i 
that  he  is  an  educated  mul 
timillionaire,  just  as  the  ke; 
fact  about  Sept.  11 's  Mo 
hammed  Atta  was  that  hi 
came  from  an  affluent,  educated  Egyptian  home. 

Terrorism  is  a  modern— not  a  traditional — political  idea 
and  it  has  been  fomented  in  the  Islamic  world  not  by  tradi 
tional  patterns  of  demography,  but  rather  by  modern  mean 
of  communication.  For  over  a  generation,  through  schoo 
systems  and  state-controlled  media,  unfree  population 
throughout  the  Middle  East  have  been  exposed  to  viciou 
and  unchallenged  anti-Israeli,  anti-American,  anti-Westeri 
propaganda.  Little  surprise  this  has  bred  violent  extremism. 

We  cannot  and  must  not  acquiesce  in  this  continuing  in 
tellectual  poisoning  of  rising  cohorts  of  Islamic  youth 
Therein  lies  the  true  demographic  challenge  that  Americ; 
and  the  West  must  face  if  we  are  indeed  serious  about  waginj 
a  successful  campaign  against  international  terror. 


Libya     Saudi  Arabia  Yemen 

Sources  V.S  Census  Bureau.  U  N  Population  Division 
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Only  Ericsson  lets  you 

grow 

your  network 

any  way  you  want 


Ericsson  has  the  industry-wide 
insight  and  resources  to  give 
you  true  freedom  in  developing 
your  business. 
Offering  you  customized  solutions 
that  allow  your  network  to 
develop  as  markets  demand. 
We  provide  solutions  and  integrate 
systems  across  all  standards, 
to  ensure  a  network  is  the  best  in 
its  class.  Another  reason  why 
the  world's  most  powerful 
telecommunication  companies,  like 
Cingular  Wireless,  Deutsche 
Telekom  and  NTT  DoCoMo,  Inc., 
choose  Ericsson.  Again  and  again. 

www.ericsson.com 
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More  new  ways  to 
Prudential  can 


save  for  education 
show  you  liow. 


How  will  the 
new  2002 
tax  rules 
affect  you? 

'  Coverdell  Education 
Savings  Account 
(ESA)  contribution 
limits  increase. 
Will  it  attect  your 
savings  plan? 

'  Now  ESAs  can  be 
used  to  fund  private 
elementary,  middle 
and  high  school 
expenses.  Is  this  a 
smart  option  for  you? 

•  College-saving 
Section  529  plans 
offer  tax-free  savmgs. 
But  should  a  Section 
529  plan  be  part  of 
your  college  savings? 

'  You  can  contribute 
to  both  an  ESA  and 
a  Section  529  plan  in 
the  same  year.  How 
could  this  jump-start 
your  college  funding? 


Saving  for  college?  It's  time  to  hit  the  books.  Because  the  recent  tax  legislation  has 
created  new  incentives  to  save  for  your  child's  education.  Whether  you're  just  starting 
your  college  fund  or  well  on  your  way — now  is  a  good  time  to  talk  to  Prudential.  With 
decades  of  college  funding  expertise,  Prudential  can  help  you  understand  your 
savings  options  and  guide  you  step  by  step  toward  your  goals. 


#1:  Choose  the  right  funding 

options.  Today  you  have  a  lot  of  choices — 
including  Coverdell  Education  Savings 
Accounts  (ESA — formerly  known  as  the 
Education  IRA),  Section  -529  plans,  and 
UTM.VUGMA  accounts — ^which  offer  serious 
tax  advantages.  We'll  explain  how  these  savings 
vehicles  work  and  help  you  choose  the  options 
that  make  sense  for  you.  We  can  also  help 
you  consolidate  existing  funds  to  make 
them  easier  to  manage. 

#2:  Figure  out  exactly  how 
much  you  need  to  save.  We  aii 

know  that  college  costs  are  high.  But  what's 
the  projected  price  tag  for  the  college  of 
your  choice?  VVe'll  help  you  determine  the 
cost.  Then  we  can  help  you  decide  how  much 
you  should  set  aside  each  month — plus 
create  an  automatic  mvestment  plan 
to  make  saving  easier. 


#3:  Diversify  your  college  savings. 

You've  chosen  your  funding  vehicles.  You 
know  how  much  you  need  to  save.  But  should 
you  put  your  money  in  stocks,  bonds  or  cash- 
equivalent  assets?  Based  on  your  savings 
target,  time  horizon  and  risk  tolerance,  a 
Prudential  financial  professional  can  help 
you  create  a  customized  asset  allocation 
to  guide  your  investment  selection. 

Call  today.  Leam  how 
you  can  take  advantage 
of  the  new  education 
savings  tax  provisions 
in  Prudential's  free 
tax  report,  Sohitions 
for  Investors. 

1-800-THE-ROCK 
ext.  5603 
prudential.com 


Prudential »  Financial 

Crowing  and  Protecting  Your  Wealth™ 


Prudential  Financlol  is  o  service  mark  of  Prudential,  Nework,  NJ  and  its  affiliates.  Securities  products  and  services  ore  offered  tfirough  Prudential  Securities,  1 99  Water  Street,  New  Yodc,  NY  10292.  Prudentiol  and  its  companie!. 

not  legol  or  tax  advisors.  However,  its  finonri"'  vb^^yy^  will  be  glad  to  work  with  you,  your  accounfont,  tnx  advisor  ond/or  lawyer  to  help  you  meet  your  financral  goals.  , 


FACT  AND  COMMENT 

By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


DON'T  MAKE  ISRAEL  PAY  FOR  BIN  LADEN'S  SINS 


THE  PALESTINIAN  MURDER  OF  ISRAELI  CABINET  MINISTER 
Rehavam  Zeevi  will  postpone — but  not  bury — an  imminent, 
but  misbegotten,  U.S.-British  initiative  to  forge  a  "final  settle- 
ment" between  Israel  and  Yasir  Arafat's  Palestinian  Autliority. 
Such  a  move  would  supposedly  strengthen  the  international 
antiterrorist  coalition  the  U.S.  is  forging. 

The  pressure  will  be  on  Jerusalem  to  agree  to  all  the  con- 
cessions— and  then  some — misguidedly  made  by  Prime  Min- 
ister Ehud  Barak  a  year  ago.  In  short,  Is- 
rael will,  for  a  few  fig  leaves,  be  forced  to 
go  back  to  its  pre- 1967  borders.  This  will 
pose  severe  security  dangers  to  the  Jewish 
state.  Yes,  we  will  shower  Israel  with 
proinises  to  guarantee  its  existence,  but  to 
undermine  the  safety  of  this  pro-Amer- 
ica democracy  is  asking  for  trouble. 

Even  short  of  such  an  apocalypse, 
this  latest  U.S.  move  to  "solve"  the 
Mideast  problem  is  fi'aught  with  danger. 
Israel  would  have  to  withdraw  from  the 
Jordan  Valley,  which  would  mean  there 
would  no  longer  be  a  buffer  between 
Arafat's  thugs  and  the  usuaUy-friendly- 
to-America  Kingdom  of  Jordan.  Pales- 
tinians already  make  up  the  majority  of 
the  Hashemite  Kingdom's  population. 
To  remove  this  remaining  barrier  to  the 
virus  of  Arafat  and  his  ilk  is  to  almost 
guarantee  destabilizing  a  state  that,  next 
to  Tunisia,  comes  closest  to  being  a 
moderate  entity  in  this  turbulent,  volatile  region. 

More  incomprehensible  is  the  unwillingness  to  see  that  the 
initiative  would  unwittingly  harm  our  war  against  terrorism. 
Arafat  believes  he  gets  more  by  fomenting  violence  than  by  ne- 
gotiating in  good  faith.  His  political  fortunes  and  his  bank 
account  expand  when  the  blood  is  flov«ng.  Sixteen  months  ago 


Ultimate-solution  summits  that  treat  Arafat 
as  a  peacemaker . . . 


. . .  ultimately  lead  to  escalating  levels  of 
violence  against  Israel. 


President  Clinton  and  Barak  gave  Arafat  a  fantastic  diplomatic 
deal,  giving  this  terrorist  95%  of  his  demands.  Instead  of  using  this 
victory  as  a  base  from  which  to  gain  more  later,  Arafat  responded 
by  triggering  a  new  war  to  undermine  Israel.  His  punishment? 
The  U.S.  will  soon  press  Israel  to  give  him  even  more.  The  mes- 
sage of  this  initiative:  Ever  more  violent  terrorist  acts  beget  even 
bigger  baskets  of  diplomatic  fi'uit.  In  short,  terrorism  pays.  The 
appeasement  mind-set  of  the  State  Department  was  underscored 
when  it  reflised  to  add  Hamas  and  Hezbol- 
lah to  the  list  of  groups  whose  assets  were 
being  ft"ozen  after  the  Sept.  1 1  attacks. 

One-sided  concessions  don't  work. 
When  Barak  shamefully,  abruptly  pulled 
Israeli  forces  out  of  southern  Lebanon, 
he  was  not  rewarded  with  Arab  hosan- 
nas  for  a  generous  gesture.  Instead,  the 
withdrawal  was  interpreted  as  a  triumph 
for  terrorism:  Even  if  you  can't  beat  the 
Israelis  militarily,  if  you  bloody  them 
long  enough,  they  wUl  retreat. 

It's  fitting  and  proper  for  the  U.S.  to 
request  that  the  Israeli  government  try, 
as  much  as  possible,  to  respond  to 
Palestinian  provocations  with  consider- 
able restraint  while  we  are  fighting 
elsewhere  against  international  terrorism. 
But  that  is  quite  different  fi-om  asking 
Jerusalem  to  ftindamentally  undermine  its 
very  security.  What  our  State  Department, 
Britain  and  Western  Europe  never  seem  to 
ask  is  what  kind  of  Palestinian  state  Israel  is  supposed  to  coexist 
with.  If  the  Palestinian  Authority  were  an  entrepreneurial- 
minded,  moderate,  peaceful  institution,  the  Jewish  state  would 
have  been  delighted  to  cut  a  generous  deal  long  ago.  Make  no 
mistake,  if  Israel  had  never  come  into  existence,  the  Middle  East 
would  still  be  an  extremely  unstable,  divided,  balkanized  region. 


STOP  SHAFTING  AMERICAN  WORKERS 


PLUMMETING  STOCK  PRICES  HAVE  KNOCKED  SOME  OF  THE 
wind  out  of  the  movement  to  allow  workers  the  option  of  al- 
locating some  of  their  Social  Security  taxes  to  their  own  per- 
sonal retirement  accounts.  Opponents  are  fi-ightening  people 
with  the  specter  of  a  weak  market,  which  would  mean  a  miser- 
able retirement  for  retirees.  The  fear  is  unfounded  and,  unfor- 
tunately, not  easily  allayed  by  cold,  rational  analysis  or  ir- 


refutable facts.  Even  with  equity  volatility,  almost  all  participat- 
ing workers  would  fare  far  better  with  a  privatized  or  partially 
privatized  Social  Security  system  than  with  the  status  quo. 

Galveston  County  and  two  other  Texas  counties  provide  an 
alternative  to  Social  Security.  Government  workers  in  these  three 
jurisdictions  pulled  out  of  Social  Security  in  the  early  1980s,  just 
before  Congress  barred  such  a  move.  Instead  of  the  workers' 
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Monthly  retirement  benefit 
HI  Social  Security 
im  Galveston  model' 

$1,920 


$1,285 


money  being  invested  in  the  scock  market,  though,  their  retire- 
ment contributions  go  into  a  savings ^jooI.  The  money  is 
deposited  with  a  top-rated  financial  institution  at  a  guaranteed 
rate  of  interest.  Insurers  routinely 
sell  such  interest  rate  contracts  to 
institutional  investors.  The  re- 
turn for  these  county  employees 
has  averaged  just  under  8%  over 
the  past  20  years.  Sure,  during 
the  same  period  even  today's 
depressed  stocks  would  have 
given  a  higher  return  than  that. 
But  it  makes  people  feel  good  to 
know  that  whatever  happens  on 
Wall  Street,  their  accounts  grow 
each  and  every  year. 

These  Texans  have  a  retirement  plan  that  not  only  lets 
them  sleep  at  night  but  also  gives  them  a  far  better  pension 
than  does  Social  Security.  In  addition,  their  plan  provides  life 


$3,846 


$782 


Low-Income 

worker 
($17,124) 


$|j^^in 

Middle-income 
worker 
($25  596) 


Rate  of  return 

8% 


High-income 

worker 
($51,263) 


'Assuming  wage  earner  begins  work  at  age  25  and  earns  same  salary  throughout 
life,  growing  at  5%  compounded  daily.  Sources:  First  Financial  Benefits,  Houston, 
Tex.:  Institute  for  Policy  Innovation:  Heritage  Foundation 


insurance  and  disability  benefits  that  are  far  better  for  mo! 
participants  than  Social  Security's  survivor  and  disabilitl 
benefits.  This  approach  also  has  low  administration  costs. 

If  we  changed  Social  Securit 
to  give  workers  a  choice  of  whei 
their  retirement  contributions  g^ 
there  would  have  to  be  a  nations 
standard  for  such  guaranteed  cor 
tracts,  perhaps  overseen  by  th 
FDIC.  When  it  fijializes  its  reforr 
package,  the  Bush  Administratio 
should  emphasize  secure,  fixed  ii' 
terest  rate  options  in  the  spirit  c 
the  alternative,  innovative  prograr 
put  forward  by  those  Texas  cour 
ties  that  allow  workers  the  choic 
of  investing  in  equities,  fixed  rate  return  plans  or  some  combi 
nation  thereof  That  way  a  major  psychological  barrier  to  ai 
enormously  beneficial  reform  would  be  effectively  laid  to  rest 


Social 
Security 


WHEN  MILITARY  SUPERIORITY  FAILED 


Strange  Victory:  Hitler's  Conquest  of  France— by  Ernest  R.  May 
(Hill  and  Wang,  $30).  xMost  histories  say  that  Germany's 
rapid,  crushing  defeat  of  France  in  May- June  1940  was  no 
surprise  at  all.  Utter  nonsense,  says  this  absorbing,  conven- 
tional-wisdom-shattering account  of  those  dreadful  days 
that  put  the  Nazis  on  the  brink  of  obliterating  much  of  West- 
ern civilization.  The  reasons  for  France's  totally  unexpected 
loss  deserve  study  as  we  grapple  with  a  new  kind  of  war. 

France  was  superior  in  military  manpower  and  air- 
craft and  in  the  quality  and  number  of  its  tanks  and  ar- 
tillery. Hitler's  commanders  didn't  think  Germany 
would  be  prepared  to  effectively  fight  the  French  until 
1941  or  1942.  They  resisted  the  Fuehrer's  incessant  de- 
mands for  an  immediate  post-Poland,  Western  Front 
offensive.  Only  when  it  became  clear  there  was  no  way 
to  avoid  giving  in  to  Hitler's  insistence  on  a  broad  of- 
fensive by  the  spring  of  1940  did  the  general  staff  come 
up  with  a  plausible  plan.  Instead  of  concentrating  their 


STRANGE 


center  of  attack  through  Belgium,  a  la  WWI,  they  decided  to  g 
through  the  nearly  impassable  Ardennes  forest.  German  intell 
gence  shrewdly  concluded  the  French  would  be  slow  to  respon 
to  such  an  unanticipated  turn  of  events.  No  one  would  imagir 
the  Germans  would  risk  the  bulk  of  their  armor  in  a  pusi 
through  the  forest's  difficult  terrain. 

May  rightly  emphasizes  the  fact  that  technology  alon 
doesn't  guarantee  victory.  Superb  intelligence,  which  th 
French  lacked,  is  also  key — something  we  need  t 
remember  in  the  wake  of  Sept.  11. 
Excerpt:  In  the  post-Cold  War  era,  the  U.S.  and  th 
other  seemingly  victorious  Western  demgcracies  e> 
hibit  many  of  the  same  characteristics  that  Fram 
and  Britain  did  in  1938-40 — arrogance,  a  stron 
disinclination  to  risk  life  in  battle,  heavy  reliance  o 
technology  as  a  substitute,  and  governmental  proa 
dures  poorly  designed  for  anticipating  or  coping  wit 
ingenious  challenges  from  the  comparatively  weak. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  Avra-141  East  48th  St.  (Tel.:  759-8550).  Upscale  Greek 
restaurant  serving  wonderful  food  with  great  style.  For 
starters  choose  the  calamari  and  the  Santorini  (oven-baked 
mussels,  clams,  scallops,  tomato,  onions  and  feta  cheese).  For 
main  courses  try  the  Arctic  char,  the  lamb  chops  and  the 
organic  chicken  with  orzo  and  feta.  The  almond  cake  is  divine. 

•  Jane- 1 00  West  Houston  St.,  between  Thompson  St.  and 
La  Guardia  Place  (Tel.:  254-7000).  The  food  at  Jane  ain't  plain! 
The  crispy  East  Coast  clams  get  jolted  to  zingy  sublimity  with 
a  red-hot  vinegar  dip,  and  the  seared  tuna,  spice-crusted  and 
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served  with  soy  vinaigrette,  is  perfect.  The  Parmesan-cruste 
paillard  of  veal  is  a  favorite,  as  are  the  bread  pudding  banan 
sundae  and  the  peanut  butter  chocolate  swirl  mousse. 

•  I  Coppi-432  East  9th  St.  (Tel.:  254-2263).  Has  a  Tuscan  farn 
house  ambience,  as  well  as  one  of  the  most  romantic  garder 
in  the  city.  Memorable:  swordfish  steak,  pan-seared  in  a  gree 
peppercorn  sauce  with  steamed  onions  and  baby  potatoes. 

•  DB-55  West  44th  St.  (Tel.:  391-2400).  Daniel  Boulud's  late: 
venture,  in  the  theater  district,  is  in  for  a  long  run.  Everythin 
is  delicious,  imaginative  and  beautiflilly  presented.  I 
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lUAL  Calendar  and  ChronoAutomatic. 

J  HAS  CREATED  THE  A.O.S.C."  QUALITY  LABEL  IN  ORDER 

lARANTEE  THE  SWISS  QUALITY  OF  ITS  COMPONENTS  AND  THE 
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HE  2002  NISSAN  MAXIMA.  First,  we  dialed  up  the  horsepower  to  255.  Then  we  gave  it  an  electronic 
'ive-by-wire"  throttle  -  inspired  by  the  ultra-responsive  controls  on  jet  fighters.  Finally,  we  added  a  close-ratio,  six-speed 
mual  gearbox.  The  result  is  nothing  less  than  the  most  advanced  Maxima  ever.  Just  remember  to  keep  your  arms  inside  during 
entry.  For  specs,  click  to  NissanDriven.com.  Or  call  800-235-8880.  The  Nissan  Maxima.  CARS  LIKE  IT:  0  DRIVEN. 

san,  the  Nissan  Logo,  DRIVEN  and  Nissan  Model  Narnes  are  Nissan  trademarks.  ©20Q1  Nissan  North  America,  Inc. 
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The  secret  of  success  is  constancy  to  purpose. 

—BENJAMIN  DISRAELI 


Stand  Firm  President  Bush  spoke  with  great  moral  clarity 
in  September  when  he  told  Congress  that  America  would  toler- 
ate neither  terrorists  nor  those  who  harbor  them.  But  since  then 
the  Administration  has  refused  to  allow  its  coalition-building 
efforts  to  be  hobbled  by  consistency.  It  raised  no  objection  when 
our  Ai  ab  "allies"  made  Syria — home  to  the  world's  most  diverse 
lot  of  terrorists — their  unanimous  choice  for  a  seat  on  the  U.N. 
Security  Council.  And  it  turned  up  the  heat  on  Israel  to  deal  with 
the  Palestinian  Authority  at  a  time  of  maximum  hostility.  A  num- 
ber of  Rubicons  have  been  aossed  in  the  past  two  months — the 
use  of  civilian  airliners  as  bombs,  the  unleashing  of  bioterror,  the 
murder  of  an  Israeli  cabinet  minister,  a  direct  threat  on  the  Israeli 
prime  minister  by  a  prominent  member  of  the  PLO.  The  Bush 
Administration  would  be  better  served  by  a  consistent  moral 
compass  than  a  willingness  to  compromise  for  short-term  stabil- 
ity or  ephemeral  coalitions.  The  path  of  appeasement  is  fraught 
with  danger,  not  the  least  of  which  is  giving  terrorists  world- 
wide the  courage  and  confidence  to  continue  their  struggle. 

—ROBERT  L.  POLLOCK, 
Wall  Street  Journal 

Real  Refonn  The  existing  Social  Security  system  pro- 
vides paltry  returns  on  contributions.  But  that  doesn't  mean 
reformers  must  chase  higher-risk  stock  investments.  In  Gal- 
veston, Tex.,  the  Alternate  Plan  provides  a  rate  of  return  on  re- 
tirement account  contributions  four  to  five  times  better  than 
those  offered  by  Social  Security,  without  significant  added  risk. 
Because  the  accounts  are  individually  owned,  accumulated 
savings  can  be  passed  on  to  heirs.  That's  not  just  theory.  When 


"Do  you  have  'Intelligence  for  Idiots'?" 
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a  county  commissioner  recently  died,  [his]  widow  received  i 
$255  death  benefit  from  Social  Security.  That's  all.  The  Alter 
nate  Plan,  however,  paid  her  a  lump-sum  survivorship  benefi 
of  $150,000,  plus  she  is  entitled  to  a  reserve  account  o 
$125,000,  available  to  her  at  any  time.  Her  benefits  are  mor< 
than  1,000  times  better  than  what  Social  Security  offered. 

—ART  LINKLETTER 
Washington  Time 

A  Gain  for  All  One  tax  cut  proposal  gaining  support  il 
a  reduction  in  the  15.3%  payroll  tax  (half  paid  by  the  employe' 
and  half  by  the  employer)  that  pays  for  Social  Security  anc 
Medicare.  With  the  economy  sputtering,  it  is  time  to  cut  th 
payroll  tax  2  or  3  percentage  points  and  turn  those  cuts  into  sav 
ings.  Simply  require  the  tax  cut  to  go  into  a  retirement  saving 
account  (RSA)  for  each  worker.  This  program  would  be  sepa 
rate  from  Social  Security.  It  doesn't  have  to  be  risky  if  legisla 
tion  requires  the  money  to  go  into  safe  and  secure  investmentj 
such  as  savings  accounts,  CDs  and  credit  unions.  Worker 
would  be  able  to  transfer  their  account  from  one  financial  insti 
tution  to  another,  spurring  competition  to  provide  the  highes 
possible  interest  rate.  And  since  employers  pay  half  the  corren 
payroll  tax,  applying  3  percentage  points  to  an  RSA  mean 
employers  would  be  contributing  to  their  employees'  savings. 

—MERRILL  MATTHEWS  JR 
Institute  for  PoHcy  Innovatior 
Investor's  Business  Dail 

Something  to  Remember  The  essential  thread  iiH 

the  story  of  Germany's  victory  over  France  hangs  on  the  imag 
inativeness  of  German  war  planning  and  the  correspondin 
lack  of  imaginativeness  on  the  Allied  side.  Hitier  and  his  gen 
erals  perceived  that  the  weakness  of  their  otherwise  powerfr 
enemies  resided  in  habits  and  routines  that  made  their  reac 
tion  times  slow.  They  developed  a  plan  that  capitalized  on  thi 
weakness.  French  and  British  leaders  made  no  effort  to  undei 
stand  how  or  why  German  thinking  might  differ  from  their: 
They  neglected  to  prepare  for  the  possibility  of  surprise,  and,  £ 
German  analysts  and  planners  predicted,  they  could  not  reac 
promptly  once  events  began  to  be  at  odds  with  expectations. 

—ERNEST  R.  MA 
Strange  Victory:  Hitler  s  Conquest  of  Franc 

Well  Said  Good  words  are  worth  much,  and  cost  little  ■ 

—GEORGE  HERBERT  I 
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t  if  working  together  acros 
was  as  easy  as  working  together  across  the  table 

iscover  all  that's  possible  on  the  Internet. 
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STRATEGIES  FOR  YOUR  NETWORK 

▼ 

CUSTOMER  CARE 

+ 

SUPPLY-CHAIN  MANAGEMENT 

+ 

E-COMMERCE 

+ 

E-LEARNING 

+ 
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cisco.com/go/share 


Now  employees  working  a  world  apart  can  connect  tog  m 
easily  for  greater  productivity.  With  the  results  going  straic 
your  bottom  line.  Cisco  networking  solutions  will  enable 
workforce  to  use  videoconferencing  for  better  collabor 
anywhere,  anytime  with  anyone.  How?  With  the  right  nel 


Case  studies 


Recent  Articles 


triicture  in  place,  your  people  can  hold  virtual  meetings,  share  information  between 
ons  in  real  time,  view  company  broadcasts  and  participate  in  online  seminars  or 
ig.  You  become  a  smarter,  more  effective,  more  productive  company.  And  who  can 
not  to  be  these  days?  To  see  just  how  businesses  like  yours  are  creating  a  virtual 
I. ice  where  teams  conduct  meetings  and  share  information  online,  visit  cisco.com/go/share 
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IQ  Thought  Leadership  Newsletter.^ 
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20,000  MEGAWATTS 


[ANOTHER  REASON  PSEG  HAS  WALL  STREET'S  ATTENTION] 


As  the  demand  for  power  grows  nationwide,  we're  moving  quickly  to 


become  one  of  the  country's  most  profitable  independent  power  producers 


with  the  capability  of  generating  over  20,000  megawatts.  You  see,  it's 


all  part  of  an  aggressive  three-year  expansion  plan.  One  that's  also 


generating  a  good  deal  of  interest  on  Wall  Street. 
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By  Ernesto  Zedillo,  former  president  of  Mexico 


LATIN  AMERICA-ANOTHER  VICTIM  OF  SEPT.  11 


v4ANY  YEARS  FROM  NOW  OUR  CHILDREN  AND  GRANDCHIL- 
Iren  will  still  comment  with  sadness  and  outrage  about  the  de- 
truction  of  human  life  and  property  wrought  by  terrorists  on 
hat  infamous  day  in  September.  Unfortunately  the  direct 
luman  and  material  costs  will  not  be  the  only  tragic  conse- 
[uences  to  be  reckoned  with.  There  are  the  aftershocks  affect- 
ng  people,  especially  the  poor,  in  many  other  countries  on 
)racticaUy  every  continent.  Chief  among  other  regions  victim- 
zed  by  the  attacks  is  Latin  America.  Admittedly,  the  situation 
n  most  of  its  nations  was  already  difficult,  but  regional  eco- 
lomic  adversities  were  exacerbated  as  a  result  of  the  atrocities. 

The  ways  in  which  Latin  America  is  bound  to  suffer  are 
nanifold.  First,  there  will  be  further  drops  in  demand  for  the 
rea's  exports  as  a  consequence  of  the  simultaneous  downturn 
1  the  world's  major  economies,  an  outcome  practically  assured 
•y  the  devastation  of  Sept.  1 1 .  Second,  there  is  the  closely  linked 
epressive  effect  on  the  prices  of  most  commodities  relevant  to 
ne  economies  of  the  region.  Third,  the  increased  risk-aversion 
ie  tragedy  has  induced  among  international  investors  is  caus- 
ng  the  supply  of  foreign  capital  coming  into  most  of  Latin 
\merica  to  contract.  One  or  more  of  these  effects  has  been  felt 
h  eady  throughout  the  subcontinent. 

hree  Major  Economies  Affected 

Consider  the  frailest  case,  Argentina.  Its  economy  has  never 
;ally  recovered  from  the  faUout  of  1998's  Russian  economic  cri- 
sis. Since  coming  into  office  in  December  1999  President  de  la 
j.ua's  government  has  faced  several  crises  in  financial  confi- 
j  ence.  Last  July's  was  particularly  severe.  Only  by  adopting  dra- 
ionian  austerity  measures,  and  bolstered  by  special  financial 
apport  from  the  IMF  and  other  multilateral  lenders,  has  Ar- 
:entina  avoided  a  disastrous  financial  breakdown.  Aii  increase 
om  $14  billion  to  $22  billion  in  the  IMF's  program,  announced 
ug.  21  and  formally  approved  a  few  days  later,  stopped  the  run 
jn  bank  deposits  and  external  reserves  that  had  been  occurring 
|)r  several  weeks.  Markets  reacted  positively  to  the  announce- 
I  lent;  there  seemed  to  be  light  at  the  end  of  the  tunnel.  Then  the 
j. tacks  occurred,  and  it  was  only  days  before  the  wave  of  pes- 
jmism  they  generated  started  to  disturb  Argentina's  economy.  It 
:  clear  that  much  more  sacrifice  will  be  required  to  restore 
ound  medium-term  growth  prospects  for  this  economy. 

Brazil,  the  biggest  of  the  Latin  American  giants,  is  endur- 
ig  an  acute  energy  shortage  and  will  also  suffer  from  the 


events  of  Sept.  1 1 .  Reduced  availability  of  foreign  capital,  to- 
gether with  the  world  economic  slowdown  and  the  spillover 
from  the  Argentinean  crisis,  will  force  greater  fiscal  and  mon- 
etary stringency;  Brazil's  current  accounts  deficit  is  no  longer 
sustainable  and  must  be  brought  down. 

Mexico's  economy  is  also  feeling  significant  pain,  notwith- 
standing its  decoupling  from  other  emerging  markets  under- 
taken during  most  of  this  year.  The  peso  has  been  quite  stable, 
interest  rates  are  at  their  lowest  levels  in  many  years  and  infla- 
tion has  continued  its  downward  trend.  Yet  economic  growth 
has  suffered  as  a  result  of  the  U.S.'  recessionary  environment. 
Last  year  Mexico's  GDP  expanded  6.9%.  Projections  produced 
after  Sept.  1 1  anticipate  practically  no  growth  in  the  Mexican 
economy  for  the  current  year  and  not  much  of  an  impressive 
recovery  next  year.  To  have  good  growth  prospects  again — es- 
pecially under  these  circumstances — economic  policy  must 
continue  to  adhere  to  discipline.  But  Mexico  must  also  resume 
executing  long-postponed  structural  reforms.  It  is  more  impor- 
tant than  ever  for  the  Mexican  Congress  to  approve  the  tax-re- 
form package  proposed  by  the  Fox  government  earlier  this  year. 

Human  Dimension  Matters 

Unfortunately,  the  rest  of  the  Latin  American  panorama  is 
not  any  better.  Nearly  every  country  has  seen  its  economic 
prospects  damaged.  A  year  ago  forecasts  for  GDP  growth  in 
2001  were  placed  at  4.5%.  The  IMF's  World  Economic  Out- 
look, released  in  late  September,  lowered  that  estimate  to 
1.7%.  Sadly,  actual  growth,  if  any,  will  be  closer  to  half  that. 

Of  course,  it's  not  the  numbers  that  matter;  it's  their 
human  dimension.  Less  growth  means  fewer  jobs  and  oppor- 
tunities, especially  for  the  neediest.  The  drop  in  income  means 
that  many  people  will  again  fall  below  the  poverty  line  and 
others  won't  have  the  chance  to  rise  above  it.  How  long  this 
hardship  will  last  is  far  from  clear.  There  are  too  many  uncer- 
tainties even  to  guess.  A  key  factor  will  be  the  speed  at  which 
the  U.S.  and  the  other  major  economies  recover.  And  that  will 
depend  on  how  soon  investor  and  consumer  confidence  are 
restored  and  on  how  successful  those  countries'  policy 
responses  prove.  It  is  true  these  economies  cannot  pull  the 
world  out  of  its  present  difficulties,  but  swift,  prudent  deci- 
sions to  reinforce  their  fundamentals  will  make  it  easier  for 
Latin  countries  to  recover  investor  confidence  and  significant 
growth  when  the  current  uncertainty  is  at  last  dissipated.  F 


aJP^j^^^g  j  Ernesto  Zedillo,  former  president  of  Mexico:  lee  Kuan  Yew,  senior  minister  of  Singapore:  and  Pa\j\.}ohnson.  eminent  Britisli  historian  and 
H^wHiacoin  !   auttior:  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  are  now  periodically  writing  this  column.  To  see  past  Current  Events  columns, 
isit  our  Web  site  at  www.forbes.com/currenfevents. 
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UNDERSTAND   PRESCRIBtNG   PATTERNS   DOWN  TO  THE   SMALLEST  TRAIT 


pb>sidan  H  il)  alikt^  So  wiiy^should  all  sales  calls  be  ihe  same?  Dendrite's"  analytical  tools  track 

|)rescrihiugpaLiern>,^)fcach  doctor:  enabling  reps  to  tailor  sales  pitches,  prioritize  appointments,  anticipate 
and  pScni  brand  swiaTOhg.*vc.i  ident  ify  .the  most  effective  promotions.  Ultimately,  the  more  personalized  the 
sales  call,  the  more  it  will  resonate  with  ihv  doclor.  And  improve  the  relationship. 


LEARN  HOW  D 


DENDRITE  # 


ENDR'lfE*  TECHNOLOGY  STRENGTHENS  CUSTOMER  LOYALTY:  1  -800-959-2741   |  WWW.DENORITE  COM 


F^^CHRQMQSQiyiEf 


DIGITAL  RULES 

By  Rich  Karlgaard,  publisher 


BUBBLEHEAD  ECONOMY 


MAY  I  INSULT  YOUR  RELIGION?  YOU  ARE  SOME  KIND  OF  ROCK- 
worshipping  fool  if  you  buy  into  the  theology  that  federal 
budget  deficits  drive  up  interest  rates.  Right  here  and  now  I  must 
apologize  to  Fed  Chairman  Alan  and  former  Treasury  Secretary 
Bob  for  such  bluntness — ^because  I'm  talking  about  yow.  Apolo- 
gies, also,  to  current  Treasury  Secretary  Paul.  Ditto  for  the  false- 
legret  bit  for  Speaker  Denny  and  Majority  Leader  Tom.  My 
deepest  insincere  apologies  to  Senator  Kent,  my  fellow  North 
Dakotan  and  friend,  after  all,  on  the  budget  committee.  And  my 
.profuse  crocodile  tears  to  you,  too,  Mr.  President,  for  such  tart 
(language.  But  the  truth  must  be  told.  When  it  comes  to  the 
deficit,  the  entire  city  of  Washington,  D.C.  is  utterly  brainless, 
i  The  facts:  Japan's  government  debt  is  130%  of  its  GDP. 
(That  would  be  Uke  the  U.S.'  owing  $13  trillion — an  asphyxiating 
»$46,000  per  man,  woman  and  child.  That's  what  Japan  owes, 
proportionately,  and  yet  its  ten-year 
government  yields  are  only  1.4%. 

The  U.S.,  on  the  other  hand — 
before  Sept.  11 — had  projected 
a  2002  surplus  of  $176  billion.  Yet 
our  ten-year  Treasury  yield  was, 
in  the  absence  of  inflation,  an  oddly 
ligh  4.8%.  Then  came  the  terrorist 
ittacks,  dashing  any  hope  of  a 
2002  surplus.  Did  Treasury  yields 


No,  they  fell  to  4.4%.  In 


David  Malpass  and  Brian  Wesbury  have  the  best  ideas  to 
invigorate  the  sputtering  American  economy. 


■isef 

jther  words,  conventional  wisdom 
;hoked  on  the  facts  again.  The  old  saw  about  the  connection 
Detween  budget  deficits  and  interest  rates — i.e.,  that  government 
3orrowing  "crowds  out"  and  thus  bids  up  the  cost  of  money 
"or  private  hands — is  piffle.  It  is  not  supported  by  the  facts. 

-.auer  s  Logic 

economic  hooey  runs  amok.  On  the  morning  of  Sept.  11,  a 
nere  28  minutes  before  the  attack  on  the  World  Trade  Center,  I 
at  in  my  New  York  City  hotel  room  gorging  on  bran  flakes  and 
vatching  scandalous  television  fare.  Matt  Lauer  of  the  Today 
)how  was  grilling  Commerce  Secretary  Donald  Evans  about  the 
Republican  plan  to  lower  the  capital  gains  tax  lirom  20%  to 
5%.  This  was  plainly  too  much  for  Matt.  Chin  out,  Daschle 
alking  points  memorized.  His  Mattness  lashed  out:  "Mr.  Secre- 
ary,  couldn't  a  cut  in  capital  gains,  though,  also  hurt  the 
itock  market,  with  investors  selling  ojf  stocks  to  reap  profits?" 

Whoa,  Matt!  Where  in  the  world  have  you  been  living? 
Miat  stock  market  profits?  The  market  has  gone  kerplunk.  A 
ax  cut,  my  bubbleheaded  fi-iend,  is  what  induces  folks  to  buy 


stocks,  to  invest  in  productive  assets.  This  recession  was  inflicted 
by  a  dearth  of  investor  capital.  Let's  lower  the  cost  of  capital. 

Bush  Can  Do  Better 

Admirably  steep  is  the  personal  growth  curve  of  President  Bush 
since  Sept.  1 1 .  The  deft  handling  of  his  first  press  conference  sug- 
gests to  me  that  he  may  be  outgrowing  his  advisers.  Particularly 
his  economic  advisers,  who  (I  have  argued  for  months)  do  not 
reflect  the  President's  instincts,  thus  poorly  serving  him  and  the 
country.  Bush  deserves  better.  I  believe  he  "gets"  the  principles  of 
growth  economics  liimself  Our  first  M.B.A.  President  has  spo- 
ken the  word  "entrepreneur"  more  times  than  any  previous 
President.  Bush  has  both  succeeded  and  failed  in  business,  and 
failure  is  often  the  better  teacher.  (Herbert  Hoover  only  suc- 
ceeded.) In  his  finer  moments — fi^equent  these  days — Bush  ex- 
udes a  robust,  can-do,  pro-growth 
personality.  He  deserves  an  eco- 
nomic team  that  goes  to  bat  for  his 
pro-growth,  entrepreneurial  ideas. 

With  the  attacks  barely  two 
months  behind  us  and  with  the 
money-trail  hunt  for  the  bastards 
barely  begun,  I'm  not  in  the  mood 
to  repeat  my  July  23  Digital  Rules 
call  for  Paul  O'Neill's  resignation. 
Nevertheless  (hint,  hint),  should  the 
Bush  Administration  ever  have  sec- 
ond thoughts  about  its  choice  of  Treasury  Secretary — and,  oh, 
let's  say,  want  to  make  a  change — it  might  want  to  take  a  look  at: 

•  David  Malpass,  Bear  Stearns'  chief  international  economist. 
He  grasps  that  technology,  finance,  entrepreneurism  and  trade 
are  what  drive  growth.  A  supply-sider,  Malpass  is  also  a  defla- 
tion hawk,  which  is  the  right  bird  to  be  as  the  global  economy 
faces  its  worst  threat  since  the  1930s.  He  possesses  the  right 
communications  skills  and  temperament  to  be  Treasury  Sec- 
retary, notable  O'Neill  weaknesses.  If  you  want  to  hear  Mal- 
pass for  yourself,  plan  to  attend  Telecosm,  the  tech  conference 
that  FORBES  sponsors  with  George  Gilder.  Malpass  will  de- 
liver a  talk  on  Nov.  5:  "Is  Global  Deflation  Crushing  the  Tele- 
cosm and  Wliat  Can  We  Do  About  It?" 

•  Brian  Wesbury,  chief  economist  for  Griffin,  Kubik,  Stephens  & 
Thompson,  Inc.  Barely  40,  Wesbury  has  George  Orwell's  gift  for 
honest,  diamond-cutting  prose.  (Sample  it  for  yourself  at 
wwMgkst.com.  Click  on  GTST  Economics  to  read  Wesbury.)  r 
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To  see  past  Digital  Rules  columns,  visit  our  Web  site  at 
www.forbes.com/karlgaard. 
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Competing  against  Microsoft  will  only  get  harder. 


BY  ELIZABETH  CORCORAN 

RIVALING  THE  FANFARE  OF 
the  launch  of  Microsoft's 
latest  operating  system, 
Windows  XP,  has  been  the 
muttering  chorus  of  critics 
who  charge  Microsoft  is  once  again 
planting  hooks  to  lock  in  customers. 
To  wit:  XP  offers  a  universal  passport 
that  lets  computer  users  bypass  log- 
ging on  to  hundreds  of  Web  sites 
while  Microsoft  keeps  track  of  the 
passwords.  Some  of  Microsoft's 
"open"  standards  for  exchanging 
business  data  work  best  with  other 
Microsoft  wares,  making  switching 
to  non-Microsoft  products  difficult. 
The  accusations  and  Microsoft's  de- 


fense are  densely  technical.  But  ever 
under  rosy  conditions,  competing 
against  the  cash-rich  giant  is  as  bruta 
as  ever,  as  witnessed  by  the  pair 
spreading  to  two  technology  pio 
neers — Palm  and  Real  Networks— 
that  once  seemed  invulnerable  to  Bil 
Gates'  relentlessness. 

For  years  its  Windows  CE  operat- 
ing system  was  considered  too  clunk-j 
for  handheld  computers.  But  now  i 
is  gaining  converts  fast.  In  the  first  sb 
months  of  this  year  Microsoft  sole 
1 . 1  million  units  of  its  Pocket  PCs.  It: 
share  of  the  market  has  gone  frorr 
17%  to  23%  since  2000,  mostly  at  th< 
expense  of  longtime  leader  Palm 
whose  operating  systems  runs  Palrr 


and  Handspring  handhelds. 

Real  Networks  has  235  million  users 
globally  for  its  video  and  audio  Web 
streaming  software,  giving  it  51%  of  its 
market.  Microsoft?  An  estimated  11%. 
But  Microsoft's  Media  Player,  which  is 
ft-ee  and  tightly  bound  with  XP,  is  gain- 
ing. "You  have  to  be  a  Dolby  snob  to 
appreciate  the  nuances"  between  Real 
and  Microsoft's  technology,  says  Jack 
Ripsteen,  a  senior  analyst  with  JP  Mor- 
gan H&Q. 

As  their  technological  leads  shrink, 
can  the  young  competitors  survive?  Not 
if  they  simply  try  to  improve  their  ex- 
isting products,  suggests  David  B. 
Yoffie,  a  Harvard  Business  School  pro- 
fessor and  coauthor  of  Judo  Strategy.  "If 
they  don't  continually  move,  it's  im- 
possible to  fend  off  competition  from 
Microsoft,"  he  says. 

One  answer  is  to  change  direction. 
rWe  know  the  lead  isn't  forever,"  ad- 
mits Donna  Dubinsky,  chief  executive 
of  Handspring.  "I'm  not  so  surprised 
they  caught  up,  but  now  they  are  going 
^:o  have  to  catch  up  again."  While  Mi- 
crosoft is  placing  new  emphasis  on  the 
corporate  market,  featuring  integration 

i'm  not  so  surprised 
[Microsoft]  caught  up 
but  they're  going  to 
have  to  catch  up  again." 

mth  its  office  software.  Handspring 
Dlans  to  roll  out  early  next  year  a  new 
ine  of  consumer-focused  devices  called 
Treo,  merging  PDAs  with  cell  phones. 

Real  Networks  is  moving  on,  too, 
particularly  as  Microsoft  gives  away  its 
streaming  products  in  each  copy  of 
Windows.  Microsoft's  reluctance  to  let 
'C  vendors  pick  and  choose  among 
trcaming  software  is  at  the  heart  of  its 
ingoing  antitrust  settlement  talks  with 
he  feds.  In  August  2000  Real  started  a 
ubscription  program  that  aims  to  be  a 
/irtual  cable  channel,  with  music  and 
'idea  content  such  as  outtakes  from 
hows  like  Big  Brother  and  Survivor. 


Real  already  claims  400,000  subscribers. 

Unlike  Microsoft,  Handspring  and 
Real  are  in  a  grueling  race  against  time. 
Handspring  is  expected  to  have  $75 
million  in  operating  cash  at  the  end  of 
this  year,  and  wUl  likely  burn  in  excess 
of  $15  million  a  quarter,  predicts 
Michael  Kim,  a  senior  analyst  with 


Robertson  Stephens.  Real  posted  $2 
million  in  profit  ($45  million  in  rev- 
enue) in  the  third  quarter.  Ripsteen  ex- 
pects Real's  2001  earnings  per  share  to 
be  down  67%  from  last  year. 

Building  a  better  mousetrap  no 
longer  cuts  it.  Microsoft  has  its  eye  on 
keeping  all  the  cheese  for  itself  F 


The  Silence  Is  Deafening 

Ford  Motor  Co.  is  not  rushing  to  the  defense  of  embattled 
Chief  Executive  Jacques  Nasser. 


BY  ROBYN  MEREDITH 

SOME  CORPORATE 
changes  of  the  guard 
are  swift  and  orderly.  Others 
are  more  like  Roman  cir- 
cuses, with  crowds  gathered  to  watch 
gladiators  fighting  for  their  lives. 

Ford  Motor  Chief  Executive  Jacques 
Nasser,  53,  is  playing  the  gladiator. 

In  October  we  reported  on 
Forbes.com  that  Nasser  has  lost  the 
support  of  the  Ford  family  and  is 
likely  to  be  replaced  by  year-end. 
Since  then  Ford  Motor  has  been  all 
but  silent.  Spokesman  Jason  Vines 
says,  "I  won't  speculate  on  bogus 
speculation."  That's  a  standard  cor- 
porate response,  but  in  the  past 
Chairman  William  Clay  Ford  Jr.,  44, 
had  moved  quickly  to  defend  Nasser 
to  the  public  and  employees. 

Maybe  one  reason  we  haven't 


Oh  no,  Vtee  a  Ford  in  the  future: 
^tesser.andJ!i)yF. ...... . 


heard  a  similar  defense  is  that 
Bill  Ford  himself  is  a  candidate  to 
replace  Nasser,  according  to  insiders. 
He  would  be  the  first  Ford  family 
member  to  run  the  company  since  his 
late  uncle,  Henry  Ford  II,  stepped 
down  in  1980. 

If  BUI  Ford  does  not  take  the  job, 
the  most  likely  candidate  is  Nicholas 
Scheele,  57,  currently  group  vice  presi- 
dent for  North  America.  Scheele  is  in 
charge  of  designing  Ford  Motor's  turn- 
around plan,  now  that  the  company  has 
turned  in  two  quarterly  losses  in  a  row 
and  is  heading  for  a  third. 

Other  candidates  include  Peter 
Pestillo,  chief  of  Visteon  Corp.,  and 
Wolfgang  Reitzle,  a  former  BMW  exec- 
utive who  runs  Ford's  Premier  Auto- 
motive Group  of  luxury  brands.  But 
the  most  tantalizing  question:  Is  there 
a  Ford  in  the  future?  F 
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Behind  the 
Velvet  Rope 

Forget  downbeat  analyst 
reports.  The  greatest  indignity 
is  getting  booted  off  the  S&P. 

BY  GHANA  R. SCHOENBERGER 

TEETERING  STOCKS  DESPER- 
ate  to  stay  on  Wall  Street's  A- 
list  face  a  formidable 
bouncer  in  Standard  & 
Poor's,  whose  rulings  affect 
more  than  $1  trillion  in  indexed  invest- 
ments. When  S&P  kicks  a  company  off 
one  of  its  indexes,  the  stock  invariably 
loses  value  as  index  fund  managers 
dump  it  in  unison. 

With  the  benchmark  S&P  500  index 
down  20%  for  the  year,  many  compa- 
nies have  seen  their  market  values 
evaporate.  Formerly  hot  sectors  like 
telecom  and  the  Internet  are  now 
shunned;  others,  such  as  airlines  and 
travel,  saw  their  business  dry  up  after 


the  terror  attacks.  Result: 
discharge  from  the  S&P. 

How  does  S&P  decide 
which  companies  get  the 
boot?  According  to  David 
Blitzer,  who  heads  S&P's 
index  committee,  S&P  tries 
not  to  remove  stocks  per- 
ceived to  have  short-term, 
solvable  problems.  Thus, 
stocks  expected  to  recover 
after  the  terror  shocks  kept 
their  spots.  "Some  indus- 
tries like  airlines  have  been 
hard  hit,  but  people  think  it's 
temporary,"  says  Blitzer. 

Companies  struggling  to  stay  in 
favor  must  maintain  adequate  mar- 
ket capitalizations,  liquidity,  public 
float  and  evidence  of  financial  via- 
bility. A  company  that  fails  to  meet 
the  criteria  can  be  removed  for  "lack 
of  representation."  In  other  words, 
losers  walk.  F 


Getting  delisted  from  any  of  Standard  &  Poor's  stock  indexes  can  often  break 

a  company's  prospects.  These  stocks  were  some  of  the  unlucky  ones. 

INDEX 

Company 

Date  dropped 
News                                from  S&P 

Recent 
price 

%  change  since 
52-week  high 

S&P  500 

Global  Crossing 

Fiber  giant,  down  from  a  market-cap 
high  of  $54  billion,  just  installed  its 
fifth  chief  executive  in  three  years. 

Oct  9 

$1.14 

-96% 

S&P  MIDCAP  400 

Arris  Group 

Analysts  think  the  telecom  equipment  pro- 
vider might  reappear  on  SmallCap  600  index. 

Oct  9 

3.75 

-78 

MasTec 

Telecom  equipment  and  services 
company  took  a  $6.5  million  impairment 
charge  last  quarter 

Oct  9 

5.20 

-85 

S&P  SMALLCAP  600 

Mayor's  Jewelers 

Florida-based  jewelry  retailer 
lost  $8.3  million  last  quarter 

Oct  9 

1.15 

-74 

SpeedFam-IPEC 

This  month  the  semiconductor  equipment 
maker  paid  $1.8  million  to  settle  an 
intellectual-property  lawsuit. 

Oct  9 

1.67 

-85 

International  FiberCom 

Telecom  company  just  warned  of  a  third- 
quarter  loss  and  bank  covenant  violations. 

Oct  9 

1.34 

-92 

SonicBlue 

Electronics  and  networking  equipment 
manufacturer  plans  to  buy  back  10  million 
shares  this  year. 

Oct  5 

1.16 

-89 

Innovex 

Electronics  maker  laid  off  10%  of 
its  workers  in  August. 

Oct  5 

1.94 

-88 

Smiling  for  how 
long?  Enron's  Lay. 


Prices  as  of  Oct.  15.  Sources:  Standard  &  Poor  's  cumpany  rejjorrs. 
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Blowback 

Did  Enron  use  partnerships  to 
artificially  boost  earnings? 
Lawyers  are  rubbing  their  hands 

BY  DANIEL  FISHER 

IF  THE  TRUTH  SETS  YOU  FREE,  THE  TOI 
echelon  at  Enron  Corp.,  present  an< 
past,  should  be  feeling  positively  foot 
loose  these  days.  Just  in  time  to  ge 
shackled  by  a  slew  of  shareholder  suits 
Private  securities  lawyers  and  the  Se 
curities  &  Exchange  Commission  ar 
looking  into  the  Houston  energy  tradin 
firm's  complex  relationships  with  out 
side  partnerships  it  used  to  hedge  again 
fluctuations  in  the  value  of  its  invest 
ments.  Where  Enron  sees  21st-centur 
financial  engineering,  lawyers  see  possibl 
earnings  inflation.  (Chairman  Kennet 
Lay  says  Enron  is  cooperating  with  th 
SEC  inquiry) 

One  partnership 
run  by  Enron  Chic 
Financial  Officer  An 
drew  Fastow,  adde 
$236  million  in  rev 
enue  in  the  first  quai 
ter  of  2001,  boostin 
Enron's  $425  mUlio 
in  net  income  in  the 
period.  The  partnei 
ship's  contribution  plunged  to  $5  miUio 
in  the  second  quarter  ended  June  30,  bi 
investors  only  found  out  Aug.  14 — whe 
Enron  filed  its  quarterly  10-Q  with  th 
SEC.  Oddly  enough,  that  was  the  da 
Chief  Executive  Jeffrey  Sldlling  unexped 
edly  resigned. 

Expect  class-action  lawyers  to  g 
after  the  profits  Skilling  and  other  insic 
ers  made  by  selling  $660  million  i 
stock  when  shares  were  flying  higl 
(They're  down  78%  from  August  2000 
Since  Skilling  left,  Enron  has  taken 
$1.2  billion  hit  to  shareholders'  equit 
to  unwind  partnerships. 

"They  certainly  misled  the  marke 
as  to  the  size  of  [partnership  losses], 
says  Thomas  Shapiro,  one  of  sever; 
lawyers  filing  shareholder  suits  again: 
Enron.  Who  knows  what  will  emerg 
fi"om  some  of  the  other  partnerships?! 
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opportunity  doesn't  always  knock. 
Sometimes  it  buzzes  in  with  the  correct  answer 

At  Honda,  we  never  wait  for  success  to  come  to  us.  And, 
we've  always  admired  people  who  pursue  opportunities.  Which 
is  why  the  Honda  Campus  All-Star  Challenge  was  created. 

It's  a  grueling  test  of  mental  fortitude,  in  which  64  teams 
of  the  best  and  brightest  students  from  America's  Historically 
Black  Colleges  and  Universities  square  off  against  one  another 
in  academic  competition.  Since  the  program  began  in  1989, 
over  15,000  students  have  participated,  and  Honda  has  awarded 
millions  of  dollars  in  grants  to  the  colleges  they  represent. 

These  grants  are  used  to  enhance  student  programs,  hire 
personnel  and  upgrade  facilities,  improving  the  students'  entire 
college  experience.  Which,  ultimately  creates  opportunities  for 
those  students  who  have  all  the  right  answers. 

The  power  of  dreams: 


©2001  American  Honda  Motor  Co..  Inc  For  more  information  on  the  Honda  Campus  All  Star  Challenge,  visit  honda.com. 
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The  Price  of  Bonds 

Pro  baseball's  Barry  Bonds  just 
wrapped  up  one  of  the  greatest 
seasons  ever.  But  despite  breaking 
the  home  run  record,  it's  unlikely 
Bonds  memorabilia  will  fetch  the 
premium  Mark  McGwire's  did 
when  McGwire  shattered  Roger 
Maris'  home  run  record  in  1998. 

-Michael  Katz 

Home  run  record-setting  balls 
Signed  baseball 
Rookie  card 


ROGER  MARIS 


MARK  McGwire 


BARRY  BONDS 


$5,000' 

$3  million 

$500,000^^^^^ 

$2,000 

$000 

$100 

$400 

$120 

$50 

'1961  dollars.  ^Estimated.  Source:  Becken.co.l 
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Nurses  of  the 
world  unite! 
HMO  cuts 
radicalized 
registered 
nurses. 


Here  We  Go  Again 

Like  teachers  before  them,  unionized  nurses  are 
militantly  pressing  job  issues— and  bigger  aims. 

BY  BRIGID  MCMENAMIN 

LAST  MARCH  UNION  WORKERS  STORMED  A  SACRAMENTO 
building,  demanding  to  see  the  head  of  a  trade  group. 
I  hey  roamed  halls,  mounted  furniture,  made  a  ruckus. 
Truckers?  Roughnecks?  No,  they  were  registered  nurses 
led  by  Rose  Arm  DeMoro,  52,  a  former  Teamster  rep  who 
heads  the  38,300-member  California  Nurses  Association. 

This  year  will  see  nurses  at  150  U.S.  hospitals  petitioning 
for  union  recognition,  predicts  employer-oriented  PTI  Labor 
Research,  up  threefold  from  1991.  Nurses  struck  at  14  last  year, 
up  from  3  in  1996,  reports  Bureau  of  National  Affairs.  In  Cal- 
ifornia, bellwether  for  social  trends,  38%  of  nurses  are  union- 
ized. Florence  Nightingale,  meet  Mother  Jones. 

Blame  HMOs  and  their  cost-cutting,  which  requires  bed- 


side nurses  to  soothe  sicker  folks  (the  abler  ones  are  checke 
out  earlier)  with  less  help.  Only  1.5  million  of  2.7  millio 
nurses  are  willing  to  work  with  hospital  patients,  some  1 26,()C 
fewer  than  needed,  says  the  American  Hospital  Associatioi 
Nearly  300,000  toil  in  public  health;  more  than  half  the  rest  le| 
the  profession.  Thus  has  the  hospital  turned  into  a  breedin 
ground  for  grievances  and  even  socialism.  In  1994  Californ 
nurses  crusaded  (unsuccessfully)  to  have  tl- 
state  take  over  health  care. 

DeMoro  isn't  an  R.N.  but  she's  quite  th 
labor  leader.  Her  members  get  RevolutioN  maj 
azine.  In  1995  she  persuaded  the  California  a 
filiate  of  the  American  Nurses  Association  to  ^ 
independent;  it  has  since  doubled  membership.  This  year  si 
inspired  Maine  and  Massachusetts  to  bolt,  too.  More  deic 
tions  may  be  brewing  elsewhere,  including  Pennsylvania  an 
Missouri,  where  CNA  has  been  prospecting. 

With  dues  at  stake,  the  ANA  got  moving,  also  calling  for  gi 
ernment-paid  care  for  all.  It  formed  United  American  Nurse 
made  up  of  ANA  affiliates  in  23  states  that  bargain  for  100,0C 
members.  Last  spring  UAN  joined  the  AFL-C.IO.  Also  courtir 
nurses  is — surprise! — the  American  Federation  of  Teacher 
with  60,000  signed  up.  Poised  to  gain  more  is  the  Service  En 
ployees  International  Union,  half  of  whose  1.4  million  membe 
work  in  health  care;  only  80,000  of  them  are  nurses.  In  Califoi 
nia,  it  effectively  comanages  Kaiser  Permanente  hospitals. 

Adept  at  playing  politics,  California  nurses  convinced  lav 
makers  to  regulate  how  many  patients  a  nurse  can  care  fo 
Such  laws  are  on  the  agenda  in  12  other  states  and  in  Congres 
At  a  Service  Employees  rally  last  May,  Senator  Ted  Kennec 
pledged  a  federal  ban  on  forced  overtime.  Don't  bet  against  th 
nurses.  Service  Employees  alone  donated  more  than  $2  mi 
lion  to  Democratic  candidates  for  national  offices  in  2000.  I 
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Fraud  Season 

With  the  fires  still  burning  in  lower  Manhattan, 
insurance  scammers  are  already  busy  at  work. 

BY  CARRIE  COOLIOGE  ample,  usually  makes  a 

HOW  LONG  WAS  IT  BEFORE     family  wait  three  years  to 
crooks  tried  to  leech  on  to 
the  $40  billion  or  so  of  insur- 
ance money  that  will  be  paid 
out  in  the  World  Trade  Cen- 


!►  By^. the  Numbers 


ter  attack?  Not  long  at  all.  Already,  an 
insurance  agent,  whose  license  had  pre- 
viously been  revoked,  posed  as  an  at- 
torney for  a  policyholder's  surviving 
spouse.  The  agent  claimed  his  client's 
husband  was  last  seen  at  the  WTC  and 
presumed  dead.  The  husband  was  then 
discovered  alive  and  well.  The  insur- 
ance company  is  now  working  with 
legal  authorities  to  determine  if  either 
the  policyholder  or  his  wife  was  in- 
volved in  the  scheme. 

Such  bogus  claims  will  likely  number 
in  the  hundreds,  thanks  to  newly  relaxed 
procedures  put  in  place  to  get  benefits 
into  the  hands  of  survivors  as  quickly  as 
possible.  The  State  of  New  York,  for  ex- 


get  a  death  certificate  if  no 
body  or  other  proof  of 
death  can  be  found,  but  is 
issuing  certificates  imme- 
diately for  World  Trade 
Center  victims.  Insurance 
experts  worry  organized 
crime  rings  will  flood  in- 
surers with  unrelated 
claims  and  count  on  the 
insurers  to  be  too  short- 
handed  to  investigate. 

But  it's  not  just  the 
pinkie-ring  set  who 
worry  insurers.  After 
Hurricane  Andrew  hit  southern  Florida 
in  1992,  Florida's  Department  of  Insur- 
ance saw  a  rash  of  first-time  offenders, 
from  housewaves  and  teachers  to  real  es- 
tate agents  and  pilots,  engage  in  hurri- 
cane-related insurance  fraud.  "People 


The  cost  of  insurance  fraud 
runs  steep  for  all  involved. 

of  all  insurance 
claims  are  fraudulent. 

The 

cost  of  insurance  fraud 
each  year. 

How  long  a 
felon  could  spend  in 
prison  for  insurance 
fraud  in  New  York.  I 

Sources:  National  Insurance  Crime 
Bureau;  District  Attorney  of  the  County 
of  New  York. 


jumped  on  the  band 
wagon,"  says  John  As 
kins,  an  investigator  witll 
Florida's  Division  of  In 
surance  Fraud.  Amonjl 
the  many  perpetrators:  :l 
condominium  associa 
tion  that  filed  $2  millioij 
in  false  claims  for  daml 
age  that  was  preexistent 
"The    most  likel; 
cases  of  fraud  will  b< 
claims  for  damaged  o 
destroyed  cars  that  wenl 
nowhere    near  lowe 
Manhattan  at  the  time  ol 
the  disaster,"  predict 
Michael  Erwin  of  thi 
National       Insurant  > 
Crime  Bureau  in  Arling  I 
ton,  Va.  The  NICE  ha. 
125  investigators  lookinjl 
for  evidence  to  help  insurers  cross-checll 
claims,  some  even  sifting  through  thi 
rubble.  So  far  vehicle  identificatiorl 
numbers  for  700  wrecked  cars  have  beerl 
confirmed.  The  subterranean  garagel 
though,  is  still  impenetrable.  II 


Cultural  Revolution 

Their  fortunes  don't  approach  those  atop  The  Forbes  400, 
but  entrepreneurs  in  mainland  China  keep  getting  richer. 

ENTREPRENEURISM  IS  ALIVE  AND  THRIVING  IN 
China,  where  imminent  inclusion  in  the 
WTO,  new  stock  exchanges  in  Shenzhen 
and  Shanghai  and 
more  legal  protection 
have    injected  new 
confidence  into  the  pri 
vate  sector.  As  profits  in 
the  region  elude  some  of 
the  world's  biggest  multi- 
nationals, China's  own  entre 
preneurs  are  getting  richer  and 
richer.  Here  are  the  top  five  of 
FORBES  GLOBAL's  third  annual  rank- 
ing of  China's  wealthiest  entrepre 
neurs.  — Rupert  Hoogewerf 

Capitalist  pig-feed 
billionaire  Liu  Yongxing. 
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Liu  Yongxing,  Liu  Yonghao  and  brothers 
$i  billion 

Ages:  53, 50 
East  Hope  Group,  New  Hope  Group  (animal  feed) 

o 

Yang  Bin 
$900  million 

Age:  38 

Euro-Asia  Agricultural  Holdings  (real  estate,  tourism,  flowers) 

/  ® 

/  Yang  Rong 

$840  million 

Age:  45 

Brilliance  China  Automotive  Holdings 

o 

Larry  Yung  Chikin 
$780  million 

Age:  59 

Citic  Pacific  Group  (investments) 

o 

Hui  Wingmau 
$700  million 

Age:  50 

Shanghai  Shimao  Investment  Development  (real  estate) 


It's  growing  every  day.  All  over  the  world. 
Our  members  include  global  enterprises,  over 
500  carriers  and  leading  ISPs,  ICRs  and  ASPs  in 
over  100  countries.  With  Teleglobe  you'll  enjoy 
the  confidence  of  over  50  years  experience  and 
access  to  an  unsurpassed  fiber  optic  and  satellite 
network  reaching  240  countries  and  territories. 
We're  also  the  first  global  ISP  to  offer  seamless 
IPVPNs  bridging  multiple  autonomous  systems.  Through  our  key  business 
provisions  of  data/IP,  hosting/content  distribution  and  voice  services,  we 
give  you  total  e-world  communications. 

For  connectivity,  communications,  hosting,  professional  services, 
managed  services  and  content  delivery,  join  this  growing  and  valued 
group.  You'll  find  the  benefits  truly  worthwhile.  Call  or  contact  us  today. 
In  the  U.S.  -  866-TGO-SALES  (866-846-7253). 
Outside  the  U.S.  -  800 -TELEGLOBE  (800-835-34562). 
Or,  visit  our  web  site  at  www.teleglobe.com. 

■:  hi;  e-WoRi . 
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Beautiful  relationship?  Malone  and 
Schneider  haggle  over  closing  a  deal 


UUiHIUWI 

Friends  and 
Enemies 

Gene  Schneider  is  learning  that 
fellow  Denver  cable  baron  John 
Malone  never  lets  friendship  get 
in  the  way  of  business. 

BY  JOHN  GORHAM 

TWELVE  YEARS  AGO  GENE 
Schneider  sold  his  United  Cable 
Television  Corp.  to  a  subsidiary 
of  John  Malone's  Tele-Communications  Inc.  for  $2 
billion.  Schneider,  who  built  the  first  cable  system  in 
the  U.S.  (in  Wyoming  in  the  1950s),  planned  to  cash  in  his  U.S. 
holdings  and  take  cable  overseas.  Malone  used  Schneider's 
properties  to  help  build  TCI  into  a  behemoth  in  the  U.S. 

Now  Schneider,  75,  and  Malone,  60,  are  doing  another 
deal.  Malone  has  lent  $856  million  to  the 
European  subsidiary  of  Schneider's  over- 
seas cable  company,  UnitedGlobalCom. 
That's  the  first  part  of  a  complex  trans- 
action that  calls  for  Malone's  Liberty 
Media  to  pay  $343  million  in  cash  and 
contribute  Liberty's  Latin  American  cable 
systems.  The  deal  would  raise  Malone's 
stake  in  Schneider's  company,  the  biggest 
cable  provider  outside  of  the  U.S.,  to  as 
much  as  60%.  Crucial  to  Malone  is  Unit- 
edClobal's  53%  stake  in  United  Pan-Eu- 
rope Communications,  which  he  likely 
hopes  to  combine  with  cable  assets  pur- 
chased from  Deutsche  Telekom.  Gushed 
Malone  at  the  original  deal's  signing  in 
June  2000:  "I  have  known  Gene  Schnei- 
der for  over  30  years  and  have 
tremendous  respect  for  the  manage- 
ment team  and  strategic  vision  that 
he  has  developed." 

So  much  for  fi-iendship.  Behind 
the  scenes  the  two  have  been 
wrangling  ever  since.  One  sticking 
point  may  be  a  standstill  provision 
that  allows  Schneider  and  his  children  to 
control  UnitedGlobal  for  ten  years. 
Malone  agreed  to  the  standstill  in 
the  deal's  most  recent  iteration, 
announced  in  May.  But  with  the  ^ 
stock  prices  of  UnitedGlobal  and  United 
Pan-Europe  tanking  and  the  companies 
struggling  under  a  combined  $11  billion 
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of  debt,  Malone  seems  to 
having  second  thoughts. 
August,  Schneider's  son  Ma 
resigned  as  Pan-Europe's  chie 
In  October,  a  month  aft 
Schneider  promised  the  de 
would  soon  be  wrapped  u 
Malone's  Liberty  Media  launchec 
tender  offer  for  30%  of  Pan-Europe's 
billion  of  junk  debt,  which  trades  for  abo 
20  cents  on  the  dollar.  That  stake  is  enou; 
to  give  Malone  a  blocking  position  in  a 
restructuring  of  Pan-Europe.  Not  surpr 
ingly,  Schneider  hasn't  endorsed  the  offe 
But  Schneider  has  his  own  levera|. 
Any  debt-for-equity  swap  outside  of  bankruptcy  court  has 
be  approved  by  the  Pan-Europe  board  which  Schneider  co 
trols.  With  enough  cash  on  hand  to  cover  debt  service  f 
more  than  a  year,  Schneider  can  fend  off  an  involunta 
bankruptcy  petition  from  Malone.  Whether  the  Schneidt 
come  out  with  anything  at  the  end  remains  to  be  seen. 


I 


Tree  Hu^er 


A 


Bill  Ziff's  green  thumb  may 
get  him  in  hot  water. 

FTER  SELLING  OFF  HIS  PUBLISH- 
ing  empire  worth  billions  in 
1 1995,  William  B.  Ziff  Jr.  turned  to 
a  new  challenge:  building  enormous 
arboretums  at  his  homes  in  New  York, 
Florida  and  Colorado.  Since  then  Ziff 
has  been  working  diligendy — too  dili- 
gently, according  to  officials  in  Put- 
nam County,  N.Y.  They  say  that  Ziff  s 


contractors  entered  a  county  park 
1999  and  removed  granite,  uproot 
trees  and  hauled  the  booty  to  111 
1,300-acre  estate  in  nearby  Pawling 
"This  was  almost  a  mining  opei 
tion  on  county  land — almost  tanl 
mount  to  an  environmental  rap« 
says  Putnam  County  legislator  Sarr 
Ohverio  Jr. 

County  officials,  who  in  Octob 
authorized  a  suit  against  Ziff,  estim; 
his  excavators  did  at  least  $6  milli< 
worth  of  damage  to  the  park  New  Yc 
law  allows  them  to  seek  triple  dama^ 
for  harm  done  to  the  property's  tre« 
Ziff,  71,  has  asked  permission  to  € 
cavate  a  couple  of  times  since  1998,  or 
offering  to  pay  up  to  $  1 5,000,  accordi 
to  county  officials.  He  was  rebuffed.  2 
family  lav^er  David  Daniels  wou 
allow  only  that  "if  it  turns  out  tf 
something  happened  and  the 
was  damage  done,  the  Ziffs  wa 
.  to  find  a  solution." 

When  Ziff  talked  to  FORBES  sev 
years  ago,  he  offered  insight  into  II 
landscaping  ideology:  "I  don't  co 
sider  myself  an  inspired  person 
much  as — thanks  to  money — an  e 
abled  person." 

Guess  so.  — Peter  Kaf 
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You're  right.  Deli  doesn't  have  one  support  person  with  all  the  answers. 
There  are  thousands  more  where  Cari  came  from. 
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Dell  I  Enterprise 

I  am  Dell  Enterprise.  PowerEdge"  servers,  PowerVauir  storage,  infrastructure  software,  and 
Premier  Enterprise  Services.  And  I  am  backed  by  thousands  of  service  and  support  people:  on-site,  online 
and  on  the  phone.  Each  able  to  point  to  the  solution,  instead  of  pointing  fingers.  Surprised?  You  shouldn't  be. 
Because  when  Dell  builds  your  custom  Intel""  processor-based  server  and  storage  solution,  Dell  also  builds  a 
total  knowledge  base.  From  configs  to  upgrades  to  service,  Dell  puts  your  entire  history  at  your  support 
team's  fingertips,  24/7.  All  it  takes  is  one  walk  down  the  hall,  one  e-mail  or  one  phone  call  to  start  answering 
your  questions.  So  you  can  increase  uptime.  Speed  deployment.  And  cut  costs. 

That's  why  Dell  is  ranked  #1  in  customer  satisfaction  for  Intel  "  processor-based  servers*  To  learn  what 
customers  and  analysts  are  saying  about  Dell  Enterprise,  visit  us  at  dell.com/enterprise2. 


Total  accountability.  On-site,  online,  on  the  phone.  Easy  as 


D0LL 


Call  1-877-429-DELL  or  visit  wvvw.dell.com/enterprise2 
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juration.  (&2001  Dell  Computer  Corporation.  All  Rights  Reserved.  Dell  Computer  Corporation  cannot  be  held  responsible  for  errors  in  Apograph-/  or  photography. 


Our  concept  cars  utilize  a  lightweight 
metallurgical  technology  others  don't. 

It's  called  a  license  plate. 


Our  concept  cars  are  accustomed  to  going  where  others  fear  to  tread.  The  real  world.  Because  we  design  them  to  be  much  more 
than  window  dressing  at  the  annual  auto  show.  Think  about  it.  What  other  manufacturer  had  vehicles  like  these  go  from  prototype 
to  production — Dodge  Viper,  Chrysler  Prowler,  Chrysler  PT  Cruiser,  and  Jeep  Liberty?  And  now,  a  new  sports  coupe  inspired  by  the 
'  Chrysler  Crossfire  Concept  Car.  It's  one  thing  to  think  ahead.  We  prefer  to  drive  you  there.  Find  out  more  at  www.daimlerchrysler.com. 


Jeep 


Brands  of  OaimlerChrysler 
1000  Chrysler  Drive,  Auburn  Hills,  Ml  48326 
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New  Techniques  in 

Ambulance 

Chasing 

Why  drug  companies  should  be  terrified  of  daytime  TV.  ^^^^ 


BY  MICHAEL  FREEDMAN 

PRINCETON,  N.J.  LAWYER  JOHN 
Sakson  handles  the  usual  array  of 
personal  injury  suits.  But  he  has  also 
turned  into  an  expert  of  sorts  on  the 
virtues  of  daytime  television.  It's 
there  that  his  firm  spends  up  to 
$80,000  a  month  soliciting  potential 
plaintiffs.  Some  of  his  advertising  is 
aimed  at  slip-and-fall  and  medical-malpractice  vic- 
tims. But  these  days  he's  also  trawling  for  much  big- 
ger fish — plaintiffs  for  deep-pocket  attacks  on  big 
corporations,  especially  pharmaceutical  companies. 

A  1977  Supreme  Court  decision  interpreting  the 
First  Amendment  opened  the  door  to  lawyer  adver- 
tising. At  first  the  TV  ads  were  for  walk-in  divorce 
and  estate  work.  Now,  much  of  the  time,  the  ads  are 
aimed  at  stirring  up  litigation  against  the  likes  of 
Novartis,  American  Home  Products  and  Johnson  & 
Johnson.  Last  year  in  the  top  75  TV  markets,  some 
2,000  lawyers  (out  of  the  nation's  1  million)  spent 
$230  million  adverfising  their  services. 

Network  Affiliates,  the  nation's  largest  legal-ad- 
vertising agency,  produces  ads  for  85  firms  in  90 
markets  and  says  one-tliird  of  its  $20  million  in  legal 
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billings  comes  from  pharmaceutical  litigation  ads, 
compared  with  maybe  1  %  a  decade  ago. 

Why  the  surge?  Drug  recalls  have  multiplied  in  re- 
cent years  and  lawyers  have  taken  notice.  The  TV  ads 
are  the  starting  point  in  drawing  the  thousands  of 
clients  who  later  become  plaintiffs  in  mass  suits  against 
drug  companies.  Typically  lawyers  like  Sakson  pass  on 
such  cases  to  bigger  firms  experienced  in  mass  torts 
who  don't  want  their  hands  dirtied  by  TV  advertising. 

Sakson,  47,  and  his  firm  have  the  medium  down 
pat.  He  knows  ads  running  during  the  day  attract  the 
poor,  the  disabled,  the  unemployed  and  others  who 
may  not  know  where  or  how  to  look  for  a  lawyer.  Real- 
life  judge  shows  like  Judge  Milk  Lane  and  Judge  Judy 
are  jackpots.  Talk  shows  like  Montel  Williams  are  ef- 
fective, too.  Jerry  Springer  s  audience  was  a  fertile 
source  of  clients  until,  strangely  enough,  producers 
toned  down  the  scratching  and  hair-pulling.  And 
never  run  ads  on  Fridays  or  during  the  Christmas 
week.  The  audience  isn't  in  a  litigious  mood,  he  says. 

"This  is  how  you  reach  people  these  days,"  shrugs 
Sakson,  whose  firm,  Stark  &  Stark,  advertises  to  the  2.8 
miUion  households  in  the  Philadelphia  TV  market. 

The  path  to  a  mass  tort  begins  when  lav^ers  like 
Sakson  hunt  through  medical  journals  and  newspa- 
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Jerry  Springer's  show  was  a  fertile  source  of  clients  until,  oddlj 
producers  toned  down  the  scratching  and  hair-pulling.  


per  stories  for  drugs  with  potentially  dangerous  side  effects. 
When  he  saw  last  year  that  companies  were  recalling  over-the- 
counter  drugs  (like  Alka-Seltzcr  Plus  Cold  and  Robitussin-CF) 
containing  phenylpropanolamine,  or  PPA,  because  of  the  risk 
of  stroke,  he  called  Network  Affiliates  to  get  an  ad  ready. 

Then  Sakson  spoke  with  Martin  Rubenstem,  a  partner  at 
Levy  Angstreich,  a  large  Philadel- 
phia firm  with  experience  litigating 
mass  torts.  They  cut  a  deal:  Sakson's 
firm  would  pay  to  run  the  ad,  screen 
callers  and  then  refer  potential 
plaintiffs  to  Rubenstein,  who  will 
handle  the  actual  prosecution  of  the 
cases.  Sakson's  take?  He  won't  say, 
but  a  typical  deal  in  tort  work  calls 
for  the  lawyer  referring  a  case  to  get 
one-third  of  any  future  fee  award. 

This  is  a  good  deal  for  Ruben- 
stein, too.  By  having  lots  of  clients 
who  can  blame  their  strokes  on  the 
recalled  drug,  his  firm  is  in  a  good 
position  to  be  appointed  by  a  judge 
to  the  potentially  lucrative  steering 
committee  of  lawyers  that  will  over- 
see all  suits  on  this  chemical.  Also,  by 
cutting  the  deal  with  Sakson,  Ruben- 
stein's  firm  can  distance  itself  from 
crass  ambulance  chasing.  Rubenstein 
says  his  firm  has  no  ethical  problem 
with  advertising;  it's  just  that  Sakson 
has  more  experience  doing  it. 

Sakson  added  a  phenyl- 
propanolamine ad  to  his  daytime 
TV  rotation  of  four  different  ads, 
each  running  four  times  a  day, 
Monday  through  Thursday.  The 
ads  use  scare  phrases  like  "FDA  In- 
vestigation," and  feature  hospital 
patients  hooked  to  IV  units.  They 
conclude  with  a  group  shot  of  the 
law  firm,  which  the  gentie  voice  of 
the  narrator  assures  you  is  "there 
for  you  when  it  matters  most." 

His  advertisements  typically 
generate  8  to  20  calls  a  day,  10% 
of  which  are  from  potential  win- 
ners. Sakson's  investment,  besides 
the  $80,000  a  month,  is  for  three 
full-time  employees  who  screen 
calls.  Sakson  expects  to  eventually 


Rx  for  Litigation 


Drug  companies  have  taken  13  medicines  off  the 
market  in  the  last  five  years,  some  listed  here. 
Plaintiff  lawyers  are  on  TV  advertising  for  clients 
who  took  them-and  can  claim  an  injury. 


BAYCOL  /  Bayer 

Cholesterol  drug  used  by  700,000  Americans  brought  in 
$210  million  in  sales.  Taken  off  the  market  in  August  after 
reports  it  caused  severe  muscle  damage.  At  least  seven  firms 
announce  law/suits  by  the  end  of  the  month. 


LOTRONEX  /  GlaxoSmithKline 
Approved  Feb.  2000  to  relieve  irritable  bowel  syndrome.  With- 
drawn in  November  after  70  suffered  side  effects,  including  three 
deaths.  Suits  announced  in  West  Virginia  and  Pennsylvania. 


PPA  /  Several  major phannaceiitkals 
Phenylpropanolamine,  a  common  ingredient  in  diet  pills  and 
over-the-counter  cold  remedies,  withdrawn  in  November  after 
reports  it  can  cause  stroke  in  women. 


PROPULSID  /  Johnson  &  Johnson 

Heartburn  drug  withdrawn '  July  2000  made  $660  million  in 
annual  sales.  Now  J&J  fights  155  plaintiffs  in  a  $1.2  billion 
Mississippi  lawsuit,  plus  1,500  in  a  Louisiana  federal  court. 


REDUX/PONDIMIN  /  American  Home  Products 

Massive  recall  began  Sept  1997  after  reports  diet  pill 
combination  fen-phen  caused  heart-valve  damage.  Company 
paid  $12  billion  to  settle  suits,  but  more  may  be  on  the  way. 


REZULIN  /  Pfizer 

Diabetes  drug,  once  expected  to  hit  $1  billion  in  sales,  withdrawn 
March  2000  after  reports  of  severe  liver  damage.  Today  4,200 
Rezulin  patients  have  filed  suits. 


recover  four  to  six  times  those  costs. 

Of  course,  Sakson  has  some  risk  here.  He  ran  the  phen 
propanolamine  ad  for  four  months,  collecting  a  handful  of  p 
tentially  lucrative  cases.  But  it  could  be  three  to  four  years  1 
fore  any  of  the  cases  go  to  trial  or  settle.  And  they  could 
losers.  Billions  of  doses  of  the  drug  (a  cousin  of  amphetamir 
have  been  consumed  since  it  hit  t 
market  65  years  ago.  Proving  a  li 
between  a  single  dose  and  a  stro 
will  be  tough,  considering  the  nui 
ber  of  other  potential  causes. 

Until  then  there  are  plenty  mc 
cases  on  the  way.  In  the  last  fi 
years  companies  have  withdrawn 
drugs  after  reports  and  FDA  war 
ings  about  potentially  severe  side 
fects,  compared  to  just  9  drugs 
the  24  years  before  that.  Lawyers  a 
on  TV  advertising  for  cases  arisi; 
out  of  Glaxo  V^ellcome's  (nc 
GlaxoSmithKline)  recall  last  year 
Lotronex,  a  drug  for  irritable  bov> 
syndrome  that  was  taken  off  tl 
market,  as  well  as  ephedra,  an  hert 
supplement,  still  on  the  market,  th| 
has  been  associated  with  heart  £ 
tacks  and  seizures.  In  August  Bay 
withdrew  anticholesterol  drug  Ba 
col  after  reports  it  caused  potentia 
fatal  muscle  damage.  Ad  agenci 
worked  quickly,  and  within  days  tl 
first  Baycol  litigation  spots  begi 
appearing  nationwide.  Several  cla 
actions  have  already  been  filed. 

The  potential  payoff  is  hug 
American  Home  Products  has  pa 
out  $12  billion  in  claims  involvii 
the  fenfluramine-phentermine  di 
pUl  combination.  In  September  t« 
plaintiffs  won  $100  million  in  a  Mi 
sissippi  jury  trial  in  which  they  a 
leged  that  lohnson  &  lohnson  kne 
its  heartburn  drug  Propulsid  cou 
cause  severe  side  effects  but  failed 
wrarn  the  public.  Since  the  drug  w. 
taken  off  the  market  in  fuly  2000,  V 
other  plaintiffs  have  trooped  into  tl 
same  sympathetic  court.  Througl 
out  the  country,  lawyers  are  adverti 
ing  for  still  more. 
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Both  pride  themselves  on  being  objective.  But  only  one  can 

recommend  a  mutual  fund  that  fits  in  your  portfolio. 

^^^^^^^^^^^^^^^^^^^^^^ 


David  Morgan 
Schwab  Investment  Specia 
Walnut  Creekj  CA 


Mutual  Funds.  With  all  due  respect  to  His  Honor,  you  probably  don't  want 
him  giving  you  advice  on  mutual  funds.  You  want  an  Investment  Specialist. 

Fortunately,  there's  Charles  Schwab.  We  offer  the  kind  of  expert  advice 
you'd  expect  from  us: 

Objective.  Uncomplicated.  And  not  driven  by  commission. 

This  is  no  minor  detail.  Especially  when  you  realize  that  our  advice  covers 
over  1,200  no-load,  no-transaction  fee  funds. 

Of  course,  having  access  to  a  wide  array  of  funds  is  one  thing.  Helping 
you  choose  the  right  ones  is  another. 

That's  why  we  suggest  you  speak  to  one  of  our  Investment  Specialists. 
It  gives  us  a  chance  to  discuss  your  financial  goals  and  explain  all  the  things 
Schwab  has  to  offer: 

•  Over  1,200  no-load,  no-transaction  fee  funds  

•  Objective  mutual  fund  recommendations  

•  Help  building  a  diversified  portfolio 


If  you  ask  us,  it's  an  open-and-shut  case. 

To  learn  more  about  our  objective  approach  to  recommending 


mutual  funds,  give  us  a  call. 


A  snapshot  of  mutual 
fund  families  available 
through  Schwab. 


■  Janus 

a  INVESCO 

American  Century 
N  Dreyfus 

■  Strong 

■  Artisan 
PBHG 

S  Baron 

■  Oakmark 

■  Federated 

■  Neuberger  German 
RS  Investments 
Berger 

■  Firsthand 

■  Gabelli 

■  Oak 


char/es  SCHWAB 


1-800-653-0242 


schwab.com 


402  locations  nationwide 


Canadian  residents  call  Charles  Schwab  Canada  Co.  at  1  -866-339-0399  or  visit  schwabcanada.com. 

fpectuses  containing  more  complete  information,  including  management  fees,  charges  and  expenses,  are  available  from  Sdiwab.  Please  read  the  prospectus  carefully  before 
■ting  or  sending  money.  Schwab's  short-term  redemption  lee  will  be  charged  on  redemptions  of  funds  (except  certain  SchwabFunds')  bought  through  Schwab's  Mutual  Fund  OneSource"  service 
oertain  other  funds)  with  no  transaction  fee  and  held  for  180  days  or  less.  If  you  pay  a  transaction  fee  to  purchase  a  fund,  you  will  pay  a  transaction  fee  when  you  sell  it  as  well.  Schwab  rest^.ves  the 
fo  change  the  funds  we  make  available  without  transaction  fees  and  to  reinstate  fees  on  any  funds.  Schwab  receives  remuneration  from  participating  fund  companies.  Fund  shares  may  be  purchased 
:he  fund  company  directly  with  no  transaction  fee.  i5,'2001  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (1001-14725). 


Backseat  Driver 


Who  Needs  a  Car? 


PEOPLE  MAY  WANT  A  NEW  CAR,  MAY  LUST  AFTER 
one,  but  it's  the  rare  bird  who  cannot  get  to  work 
or  go  on  vacation  unless  he  trades  his  old  car  for 
a  new  one  right  this  minute.  We  all  have  cars,  and 
they  are  in  good  shape  and  will  last  for  years. 
Plus,  we  have  millions  of  good  late-model  used  cars  still 
carrying  factory  warranties.  An  automobile  is  a  postpon- 
able  purchase. 

I  bring  this  up  to  explain  why  sales  are  slipping.  Car  and 
truck  sales  were  falling  before  the  attacks  on  New  York  and 
Washington,  from  17.4  million  in  2000  to  maybe  16.4  mil- 
lion this  year.  After  the  attack, 
this  year's  projections  fell  to 
nearer  16  million,  and  next 
year's  projections  dropped  to 
the  14-million-to-15-million 


Detroit  cares 
more  about 

Korea, 
China  and 
Japan  than 
it  does  about 
holding  the 
home  market. 
A  big  mistake. 


range. 

Don't  get  too  excited  by 
the  spurt  in  sales  that  followed 
0%  financing.  I  believe  the  in- 
centive mostly  just  dragged 
business  forward.  People  who 
might  have  bought  cars  in 
November  or  January  rushed 
forward  to  take  advantage  of 
the  great  deal.  General  Motors 
is  extending  its  interest  give- 
away to  mid-November,  but 
sooner  or  later  the  borrowing 
from  tomorrow's  sales  will  end  and  volume  will  slump. 

Sales  dropped  better  than  2  million  units  a  year  in  the 
Gulf  war  period— from  14.9  million  in  1989  to  12.5  million 
in  1 99 1 ,  when  we  attacked  and  won.  There's  no  certainty,  but 
it's  reasonable  to  figure  that  we're  looking  at  something  sim- 
ilar this  time  but  starting  from  a  higher  base. 

The  effect  on  the  Detroit  companies  could  be  even 
greater,  because: 

■  Detroit  products,  especially  cars,  have  fallen  behind 
foreign  nameplates  (built-in-America  foreign  nameplates, 
too)  in  design,  performance  and  quality.  So  GM,  Ford  and 
Chrysler  are  losing  business  to  foreign  nameplates. 

■  The  rent-a-car  companies  that  buy  mostly  from  GM, 
Ford  and  Chrysler  will  cut  back  orders  because  of  the  col- 
lapse in  travel. 

■  Incentives  like  -0%  money  aren't  going  away  and  may 
grow,  making  it  even  tougher  to  make  a  buck  or  hold  down 


acquiring  pieces  of  second -ral 
car  companies  around  th 
world.  GM,  for  example,  picke 
up  control  of  Daewoo,  th 
bankrupt  Korean  carmake 
the  same  week  it  announce 
the  end  of  the  Chevrolet  Ci- 
maro,  an  icon  among  youn 
men — but  a  tarnished  icoi 
since  GM  hadn't  redone  the  ci 
in  nearly  a  decade.  As  a  resu 
of  this  Asia  First  philosoph 
Toyota  will  outsell  General  Motors  (yes,  cars  and  trucks  con 
bined)  in  the  state  of  California,  if  not  this  year,  then  ne? 
year.  Detroit  cares  more  about  Korea,  China  and  Japan  tha 
about  holding  the  home  market.  A  big  mistake. 

That's  all  bad  news,  and  it  means  some  tough  years.  No- 
let's  look  at  the  bright  side: 

GM  is  moving  in  the  right  direction.  Bob  Lutz,  the  foi 
mer  president  of  Chrysler  and  just  hired  as  vice  chairma 
and  new-product  boss  at  GM,  is  reversing  20  years  of  mi; 
guided  product  direction.  In  a  memo  to  GM  product  execi 
tives  he  said  that  great  cars  come  fi"om  inspired  people,  not 
planning  process  or  focus  groups.  He  said  that  technologic, 
gimmicks  like  multifunctional  dashboard  displays  or  void 
recognition  systems  won't  make  up  for  dull-looking  vehicle 
(The  memo  can  be  read  on  forbes.com.)  This  memo  raise 
spirits  as  it  flashed  through  e-maU  systems.  For  the  first  tin- 
in  recent  memory,  product  people  at  GM  have  a  powerfi 
figure  to  rally  behind. 

Ford  has  been  distracted  by  an  executive  enthusiasm  fc 
fads:  e-business,  globalism  through  acquisitions,  mush 
management  programs.  The  management  has  been  given 
good  kick  by  its  board,  and  a  change  at  the  top  is  expecte« 
The  new  team  certainly  will  understand  that  the  main  mi: 
sion  is  building  cars  and  trucks  for  Americans. 

Chrysler,  owned  by  DaimlerChrysler,  is  in  the  weake 
position,  and  it's  possible  that  the  losses  over  the  next  year  c 
two  will  be  so  great  that  the  German  parent  will  free  i 
American  unit,  just  as  BMW  set  English  Rover  loose  aft« 
huge  losses.  That  would  be  good  news,  because  Chrysler  h: 
a  better  chance  at  survival  if  this  disastrous  merger  ends. 

Detroit  has  a  few  tough  years  ahead.  But  after  the  terrib 
year  of  1991  the  auto  industry  moved  forward  fairly  steadil 
to  record  profits.  The  auto  business  wUl  get  worse  before 
gets  better,  but  it's  going  to  get  better.  I 


losses  I 

j  i  '^^"^  Fofbes  Senior  Editor,  has  covered  the  automobile 


Detroit  is  still  throwing  good  money  after  bad. 


Industry  since  1958.  Find  past  columns  at  www.forbes.com/flint. 
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BrightStor™  Storage  Management  Solutions 

For  years,  storage  management  has  been  on  ever-increasing  cost,  not  a  source  of  potential 
opportunity.  But  that's  all  about  to  change.  Because  we've  created  BrightStor,  the  most 
comprehensive  suite  of  end-to-end  storage  management  solutions  on  the  market.  BrightStor 
lets  you  leverage  your  resources  and  data  across  your  entire  enterprise,  regardless  of 
platform  or  protocol.  In  fact,  BrightStor  is  the  only  suite  of  solutions  that  supports  all 
three  industry  models  -  DAS,  NAS  and  SAN —  cross-platform.  Which  means  you  can  look 
at  your  eBusiness  needs  as  a  whole,  not  piece  by  piece.  So  you  con  optimize  your  resources 
across  your  entire  storage  infrastructure.  And,  most  importantly,  you  can  do  more  than  just 
store  information.  You  con  actually  use  it. 
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HELLO  TOMORROW  |  WE  ARE  COMPUTER  ASSOCIATES  |  THE  SOFTWARE  THAT  MANAGES  eBUSINESS'"  ca.com/storage 
!S.'2001  Computer  Associates  International,  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies. 
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Of  course  not.  Some  VPN  providers  wiil  say 
anything  to  convince  you  that  their  one  existing 
solution  meets  your  many  existing  security 
needs.  But  WorldCom  takes  a  different  approach. 

We  believe  your  business  should  have  a  solution 
that  fits  perfectly.  One  that  adjusts  as  your 
security  needs  change  over  time.  That's  why 
we've  designed  adaptable  VPNs  that  integrate 
seamlessly.  Whether  it's  across  our  UUNET  IP 
backbone,  across  our  100%  dedicated,  private 
IP  backbone,  or  across  our  traditional  frame, 
ATM  and  private  line  networks.  And  they  work 
with  a  wide  array  of  access  speeds  and  types, 
including  DSL  and  wireless  transports.  Which 
means  you  can  reach  your  network  securely 
from  virtually  anywhere,  anytime. 

So  instead  of  constraining  your  applications 
within  the  limits  of  your  VPN,  why  not  get  a  VPN 
with  unlimited  potential  for  your  business? 


To  learn  more  about  our 
comprehensive  VPN  solutions, 
go  to  worldcom.com/us 
or  call  888-886-3829  now. 
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ecial  Advertising  bection 

Virtual  Private 

Met  working 

The  Next  Advance 
From  WorldCom 

by  Lynn  Morrissey 

its  quest  to  maximize  its  e-business  potential,  the  globa 
omaker  BMW  requires  an  integrated  network  to  give  th  , 
ipany's  dealerships  and  staff  access  to  data  anywhere,  any 
e.  "This  primary  communications  vehicle  between  corpo 
!  systems,  dealerships  and  remote  employees  will  be  used  fot 
and  data  sharing,  and  access  to  online  systems  such  as  prod- 
ordering  and  availability,  and  warranty  claim  submissions," 
lains  Thomas  VanWort,  manager,  MIS  for  BMW  NA.  The 
ipany  realized  that  an  accessible  and  highly  secure  system  is 
1  to  its  business  objectives  —  so  it  turned  to  WorldCom. 
Central  to  such  a  goal  as  BMW's  is  the  ability  to  share  private  infor- 
ion  across  its  global  enterprise  along  with  authorized  suppliers, 
nets  and  customers.  This  type  of  communications  network,  using 
cure  intranet  and  extranet,  requires  advanced  technology  from  a 
ible  provider.  To  e-enable  BMW,  WorldCom  will  provide  BMW 
1  an  Internet  Protocol  virtual  private  network,  or  IP  WN. 
he  concept  of  private  networking  for  voice  and  data  is  hardly  new 
X^orldCom  is  a  pioneer  in  the  field  using  such  technologies  as  frame 
i  and  ATM.  These  opened  the  door  for  companies  to  build  secure 
vorks  in  a  private  environment.  "Businesses  are  highly  security  con- 
us  today  and  require  private  networks  to  protect  their  company's 
fidential  information,"  says  Jane!  Crabtree,  director  of  WorldCom 
bal  IP  VPN  Services.  By  leveraging  the  ubiquity  and  low  cost  of 
met  access,  WorldCom's  IP  VPN  solutions  extend  reliable,  high- 
ormance  Wide  Area  Network  (WAN)  connectivity  between  wide- 
ispersed  locations  at  a  lower  cost  than  traditional  private  network- 
IP  VPNs  offer  many  benefits  including: 

ale.  The  Internet's  worldwide  reach  means  that  a  company  can  eas- 
:xpand  its  connections  between  offices,  employees  and  third  parties 
egardless  of  location.  "The  beauty  of  an  IP  network  is  that  accessi- 
y  is  anywhere  the  Internet  is,"  says  Crabtree. 
Dst.  Because  an  IP  VPN  uses  the  existing  public  network,  the  cost 
;nerally  less  than  the  infrastructure  for  a  large-scale  WAN.  "With 
P  VPN,  a  company  CIO  can  transform  an  operation  from  a  cost 
cer  to  a  revenue  generator,"  says  Crabtree. 

:curity.  "One  of  the  most  compelling  values  of  a  private  frame-relay 
iTM  network  is  just  that  —  it's  private,"  says  Crabtree.  While  an  IP 
M  network  traverses  a  shared  public  network,  WorldCom's  encrypt- 
unneling  VPN  technologies  completely  secures  a  company's  data. 


•  Performance.  WorldCom's  IP  VPNs  run  over  its  expansive  global  IP 
network  and  are  supported  by  its  unmatched  expertise.  As  a  result, 
WorldCom  is  able  to  offer  its  customers  stringent  service-level  guarantees. 

For  BMW,  an  IP  VPN  is  a  vital  part  of  its  e-business  strategy.  Via  the 
Internet,  customers  will  order  and  track  their  products,  follow  mainte- 
nance and  warranty  activity  and  securely  access  their  confidential 
accounts  with  BMW  Financial  Services.  Additionally,  BMW  centers 
will  have  access  to  the  same  information  as  customers,  allowing  dealers 
to  better  manage  their  customer  relationships.  "The  centers  will  manage 
their  inventory  pipeline  with  a  better  idea  of  availability  and  product 
delivery  dates, "  says  VanWort.  "Ultimately,  the  entire  effort  will  enable 
BMW  dealers  to  better  manage  their  business  and  lower  their  costs." 

These  compelling  benefits  make  IP  VPNs  a  worthwhile  investment, 
particularly  as  companies  develop  e-business  plans  while  balancing  cost 
and  performance  issues.  According  to  Yankee  Group,  IP  VPNs  will 
dominate  the  growth  in  data  communications  over  the  next  five  years. 
By  the  year  2003,  it  is  projected  that  will  be  used  by  70%  of  all  com- 
panies for  up  to  90%  of  their  data  communication  needs. 

As  the  leader  in  IP  VPNs,  WorldCom  has  been  offering  industry- 
leading  service-level  agreements,  built-in  encryption,  and  24-hour 
management  and  monitoring  services  for  the  past  two  years. 
WorldCom's  suite  of  IP  VPN  services  includes  Remote  Access,  Total 
Access,  Select  Access  and  Customer  Directed.  These  solutions  cover  a 
wide  range  of  needs,  and  also  allow  customers  to  self-manage  their 
VPNs,  outsource  their  management  to  WorldCom  or  combine  the 
two  approaches.  For  customers  with  an  existing  frame  relay  or  ATM 
private  networking  infrastructure,  WorldCom  offers  Private  IP  Service, 
which  lets  customers  squeeze  more  value  from  their  existing  infi-astruc- 
mre  investment  while  moving  to  IP-based  applications. 

Successful  e-business  demands  a  secure,  highly  reliable  foundation  in 
which  to  carry  data,  voice  and  video  traffic.  WorldCom's  IP  VPNs  pro- 
vide the  building  blocks  for  such  to  help 
companies  build  the  necessary  infra- 
structure to  become  digital  businesses. ■ 
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The  Prize 

The  war  against  Osama  bin  Laden  is  also  a  contest 
for  the  world's  largest  producer  of  oil— and  a  way 
of  life  that  underlies  the  American  economy. 


BY  DANIEL  FISHER  AND  LYNN  COOK 

HIJACKINGS  AND  ANTHRAX  COULD 
be  just  a  warm-up  to  a  very  different 
kind  of  terrorism.  The  next  thing  we 
may  have  to  worry  about  is  a  civil 
war  in  Saudi  Arabia  that  turns  oil 
into  a  weapon  against  the  U.S.  economy. 

Forget  all  the  rhetoric  about  ousting  infi- 
dels and  saving  starving  Iraqis  and  oppressed 
Palestinians.  Osama  bin  Laden's  primary  goal 
is  to  overthrow  the  ruling  Al  Saud  family  of 
Saudi  Arabia.  This  subpopulation  of  30,000 
(in  a  country  of  22.7  million)  includes  some 
5,000  princes  who  control  virtually  all  aspects 
of  government  and  the  military.  Success 
would  turn  the  kingdom's  260  biUion  barrels 
of  crude — 25%  of  the  world's  proven  re- 
serves— over  to  hostile  hands.  A  fundamen- 
talist government  in  Saudi  Arabia  would  be 
"ten  times  more  powerful  [than]  Iraq  or 
Iran,"  says  Nawaf  Obaid,  a  Saudi-raised  oil 
expert  and  Ph.D.  candidate  at  MIT  who  has 
written  extensively  about  internal  struggles  in 
Saudi  Arabia.  "They  could  make  the  Iranian 
mullahs  look  like  babies." 

Most  observers,  Obaid  included,  consider 
such  a  revolution  unlikely.  But  bin  Laden, 
Saudi  Arabia's  own  homegrown  terrorist, 
could  wreak  havoc  with  oil  supplies  in  other 
ways — starting  with  simply  surviving  the  at- 
tacks. The  longer  bombs  fall  on  Afghanistan, 
the  stronger  the  sympathy  for  the  militants. 
The  Al  Saud  family  is  vulnerable  to  intense  in- 
ternal pressure,  especially  from  the  ulema,  or 
senior  Muslim  clerics.  These  are  the  self-ap- 
pointed guardians  of  Saudi  Arabia's  domi- 
nant Wahhabi  faith,  a  puritanical  strain  of 
Islam  from  which  the  royal  family  derives  its 
legitimacy.  The  idema  could  force  the  rulers 
to  choose  between  loyalty  to  Wahhabism  and 


adherence  to  a  West-leaning  policy  favoring 
stable  oil  prices. 

It  has  happened  before.  Threatened  by 
Iraq,  the  house  of  Saud  tilted  westward  dur- 
ing the  Gulf  war  and  kept  exports  flowing. 
But  in  1973,  Obaid  suggests,  the  ulema 
pushed  King  Faisal  to  impose  an  oil  embargo 
on  the  U.S.  to  punish  it  for  supporting  Israel 
in  the  October  war  of  that  year — helping  to 
shove  America  into  a  15-month  recession. 

The  U.S.  is  even  more  dependent  on  Saudi 
oil  than  it  was  when  we  were  driving  gas-guz- 
zlers in  1972.  Even  as  the  average  car's  fuel  ef- 
ficiency has  risen  58%  since  then,  U.S.  oil  con- 
sumption has  risen  19%  to  19.5  million 
barrels  a  day.  Domestic  oil  production  over 
the  same  period  has  fallen  39%  to  5.8  million 
barrels.  The  rest  of  the  crude  is  imported, 
with  1.5  million  barrels  coming  from  Saudi 
Arabia,  a  close  second  to  Canada. 

America  imports  almost  as  much  oil  from 
Mexico  and  Venezuela.  But  the  Saudis  hold 
the  whip  hand  in  the  oil  market,  thanks  to 
their  ability  to  increase  production  by  as 
much  as  2.5  million  barrels  a  day — or  cause  a 
worldwide  shortage  by  turning  off  the  spig- 
ots. A  terrorist  bomb  like  the  one  that  de- 
stroyed Khobar  Towers  in  Dhahran,  killing  19 
U.S.  servicemen  in  1996,  could  achieve  the 
same  thing  as  an  embargo  by  taking  out  Saudi 
Arabia's  Ras  Tanura  export  terminal,  which 
can  pump  up  to  5  million  barrels  a  day  into 
supertankers.  "It  doesn't  matter  if  we  find  1.5 
million  barrels  from  somewhere  else,  if  5  mil- 
lion barrels  a  day  are  removed  from  the  world 
market,  prices  will  spike,"  says  David  Pursell, 
a  director  at  Simmons  &  Co.  in  Houston. 

Any  price  increase  has  devastating  effects 
on  the  U.S.  economy.  Each  doUar  increase  in 
the  per-barrel  price  of  oil  trims  airhne  mar- 
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Two  Nations  Dependent  on  Oil 


xas  Intermediate  Crude  in  2001  dollars. 

U.S.  Department  of  Energy:  Energy  Information  Administration:  International  Petroleum  Database: 
)f  Labor  Statistics:  Federal  Reserve  Board:  Brad  Bourland.  Saudi  American  Bank:  CIA  World  Fact  Book: 
Cause,  associate  professor  of  political  science  at  the  University  of  Vermont. 


PROVEN  RESERVES  IN  SAUDI  ARABIA 
260  BILLION  BARRELS 


PROVEN  RESERVES  IN  THE  U.S. 
21.8  BILLION  BARRELS 


DAILY  CRUDE  EXPORTS  BY  SAUDI  ARABIA 
8.4  MILUON  BARRELS 


DAILY  IMPORTS  TO  THE  U.S. 

11  MILLION  BARRELS  FROM  ALL  NATIONS 

5.1  MILLION  BARRELS  FROM  OPEC 

1.5  MILLION  BARRELS  FROM 
SAUDI  ARABIA 


DAILY  U.S.  DEMAND 
19.5  MILLION  BARRELS 
7  5%  IS  MET  BY  IMPORTS 
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The  Kingdom's  Brewing  Trouble 
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Wherever  you  are.  Whatever 
you  do.  The  Allianz  Group 
is  always  on  your  side. 

At  our  internationally  respected  Allianz  Center  of 
Technology,  we  have  been  setting  safety  standards  in 
the  high-tech  arena  for  decades.  And  at  all  times 
enhancing  personal  safety  has  been  one  of  our  top 
priorities.  Now,  Allianz  has  entered  into  a  Formula  1 
partnership  with  the  renowned  BMW  WilliamsF  1  Team. 
Because  no  other  sport  relies  more  on  high-tech 
expertise.  And  no  other  boasts  more  innovations  in  the 
field  of  risk  reduction.  Our  involvement  is  geared  to 
steering  such  safety  innovations  from  the  racetrack  to 
the  roads  you  use.  Because  that's  where  they  belong. 

Allianz.  The  Power  On  Your  Side. 


Allianz  (nj) 


Allianz  Group.  Europe's  leading  global  insurer 
and  provider  of  financial  services. 


gins  by  half  a  pt-i  ceiitage  point  and  cuts 
profits  by  $450  million,  says  Goldman 
Sachs  analyst  Glenn  Engel.  Consuming 
45  billion  gallons  of  fuel  a  year,  truck- 
ers are  \ailnerable,  too:  Trucking-com- 
pany failures  tripled  from  the  previous 
year  to  1,320  in  last  year's  third  quarter, 
as  fuel  prices  rose  50%. 

The  pain  has  a  widening  circle. 
Since  oil  is  easily  substituted  for  natural 
gas  in  many  industrial  and  electrical 
turbines,  prices  of  the  two  commodities 
tend  to  be  correlated  (coal  less  so). 
Stephen  Brown,  a  senior  economist  at 
the  Federal  Reserve  Bank  of  Dallas,  esti- 
mates that  a  30%  increase  in  the  price 
of  oil,  sustained  for  two  years,  would 
trim  U.S.  gross  domestic  product  by 
nearly  0.8%,  or  $800  billion  a  year,  and 
decrease  employment  by  0.3%. 

And  that's  just  an  increase  to  $28  a 
barrel.  Push  the  price  of  oil  past  $40 
and  refiners  and  petrochemicals  manu- 
facturers wither  as  economic  activity 
plunges  and  costs  rise  faster  than  the 
prices  they  can  charge. 

The  Strategic  Petroleum  Reserve 
could  stave  off  calamity  only  so  long. 
With  570  million  barrels  of  crude,  it 
covers  50  days  of  imports.  Even  if  Vice 
President  Dick  Cheney's  energy  plan 
were  adopted  tomorrow,  it  would  take 
two  to  three  years  to  meaningfully  in- 
crease North  American  production. 

Nothing  new  about  this  scenario. 
The  U.S.  and  the  Al  Saud  family  have 
been  in  an  awkward  embrace  since  the 
1930s,  when  Harry  St.  John  Philby,  fa- 
ther of  the  infamous  Communist  spy 
Kim  Philby,  converted  to  Islam  in  order 
to  serve  as  a  top-level  intermediary  be- 
tween then-King  Ibn  Saud  and  Standard 
Oil  of  California  (now  ChevronTexaco). 


King  Fahd  (left)  suffered 
a  major  stroke  in  1995. 
His  lialf-brotlier  Prince 
Abdullali  rules  do  facto. 


Even  as  World  War  II  was  raging. 
Franklin  D.  Roosevelt  took  a  detour  on 
his  way  home  from  the  Yalta  conference 
to  meet  with  Ibn  Saud,  promising  the 
cash-strapped  ruler  $20  million  in  aid 
and  a  private  DC-3  in  exchange  for  hon- 
oring the  U.S.  oil  concession. 

The  Al  Saud  family  has  been  fighting 
to  protect  the  flow  of  oil  and  dollars  ever 
since — against  conservative  religious  ele- 
ments that  have  little  sympathy  for  the 
U.S.,  partly  because  of  its  support  of  Is- 
rael. Out  of  that  discontent — aimed  as 
well  at  Saudi  rulers,  who  are  vilified  as  in- 
effectual and  corrupt — ^have  emerged  ex- 
tremists hke  bin  Laden,  with  the  enthusi- 
astic backing  of  some  wealthy  Saudis. 

You  might  ask  why  the  royal  family 
tolerates  violent  dissidents  who  seek  its 
destruction  and  why  it  doesn't  do  more 
to  cut  off  the  finances  of  terrorist 
groups.  (Ten  of  the  19  hijackers  are 
thought  to  have  been  from  Saudi  Ara- 
bia.) But  that's  like  asking  why  the  store 
owner  pays  protection  money  to  the 
mob  when  that  money  is  used  to  hire 
thugs  to  extract  yet  more  protection 
money.  The  millions  of  dollars  that  flow 
to  groups  like  bin  Laden's  al  Qaeda  are, 
in  effect,  a  payoff  to  avoid  civil  war.  The 
royal  family  has  learned  to  cut  its  ene- 
mies just  enough  slack  to  keep  itself  in 
power.  It  learned  that  painful  lesson 
after  fundamentalists  seized  the  holy  site 


of  Mecca  in  1979  and  forced  then-Kinj 
Khalid  to  rout  them  in  a  bloody  two- 
week  battle.  "That's  when  the  determi 
nation  set  in  that  never  again  would  [thf 
royal  family]  have  someone  to  theii 
right  on  religious  issues,"  says  Richarc 
Murphy,  senior  fellow  for  the  Middh 
East  at  the  Council  on  Foreign  Relation: 
and  U.S.  ambassador  to  Saudi  Arabic 
from  1981  to  1983. 

Key  to  a  peacefiil  kingdom  are  stabk 
oil  prices.  "Where  the) 
get  in  trouble  is  when  oi 
is  down  around  $10 
barrel,"  says  David  But 
ter,  editor  of  Middle  Eos 
Economic  Digest.  That'; 
because  the  Saudi  gov- 
ernment— nominall) 
run  by  King  Fahd,  whc 
suffered  a  debilitating 
stroke  in  1995,  but  actually  controlled  b) 
his  half-brother  Prince  Abdullah — stU 
gets  70%  of  its  revenue  from  oil.  A  de- 
cline to  $10  a  barrel  from  the  recent  $22 
would  slice  revenues  from  $66  billion  tc 
$30  billion,  well  shy  of  the  estimated  $57 
billion  2001  budget.  That  hits  the  coun- 
try's staggering  15%  unemploymeni 
rate — 20%  for  people  30  and  younger 
the  breeding  ground  for  new  militants — 
and  does  little  to  help  provide  for  a  pop- 
ulation that  is  growing  at  3%  a  year. 

Like  it  or  not,  the  U.S.  may  be  bet- 
ting big  on  the  survival  of  the  house  ol 
Saud  for  decades  to  come.  That  help; 
explain  why  the  Bush  Administration 
has  chosen  not  to  be  confrontational 
about  the  Saudis'  lack  of  help  on  intelli- 
gence, as  well  as  closing  down  Islamic 
"charities"  since  the  Sept.  1 1  attacks.  Ed 
L.  Morse,  an  executive  adviser  at  Hess 
Energy  Trading  Co.,  has  studied  the 
fuel  dilemma  as  chairman  of  the  Joint 
Task  Force  on  Strategic  Energy  Policy 
formed  by  the  Council  on  Foreign  Re- 
lations and  the  James  A.  Baker  III  Insti- 
tute at  Rice  University.  His  conclusion 
is  radical:  Shift  from  oil  to  alternatives 
like  fuel  cells  burning  hydrogen.  "The 
cost  of  government  subsidization  oi 
technology  to  change  dependence  on 
the  internal  combustion  engine,"  he  ar- 
gues, "would  be  less  than  the  military 
costs  of  defending  Saudi  Arabia."  F 
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Well,  well,  well.  The  omniscient  groundhog 
IS  finally  met  its  match. 

It's  our  very  own  "Seer  of  Seers,  Sage  ot 
^ges,  Prognosticator  of  Prognosticators. " 

Mike  Pontrelli. 

Our  Clairvoyant  of  Climates  knows  that 
le  success  of  buying  and  selling  wholesale 
Ectricity  and  natural  gas  depends  on  the 
jmperature.  And  that  the  demands  for 
pwer  do  fluctuate  based  on  just  how  hot  or 
»ld  it  is  outside. 

He's  also  aware  that  having  early,  accurate 
id  astute  weather  forecasts  gives  PPL 
ignificant  advantage  in  the  stormy 
ctricity  marketplace. 
So  Mike  Pontrelli  vigilantly 
;ks  climatic  patterns  and  then 
livers  his  weather  reports  before  the  market 
Its  trading  at  7  a.m.  And  he  delivers 
m  straight  to  the  PPL  traders,  who  now 
1  determine  how  much  demand  is  anticipated, 
iw  much  electricity  we  need  to  supply  and 
lere  to  sell  or  buy  it. 

Because  we  believe  in  being  ready  to  power 
1)  at  a  kilowatt's  notice,  we're  in  the  process 

'PLCotp,  2«)1  All  rif^hB  resmed. 


Meet 

Punxsutawney 

Pontrelli 


of  building  several  power  plants  where  they  're 
needed,  when  they're  needed.  In  Washington, 
Arizona,  Connecticut,  Pennsylvania, 

How  on-the-spot  forecasts 

and  on-the-trading  floor  decisions 

get  power  to  where 
it's  needed  most. 

New  York  and  Illinois,  to  be  precise. 

Today,  the  company  that  began  as  a  local 
energy  provider  for  eastern  and  central 
Pennsylvania  has  burgeoned  into  one  of  the 
nation's  leading  marketers  of  electricity  in  42 
states  and  Canada. 


MtJke  Pmln//l.  PPL  Mi:lefir(jl<}grst- 

It's  no  wonder  that  we've  never  lost 
sight  of  our  commitment. 

We  deliver  on  our  power.  We  deliver 
on  our  promises. 

No  matter  which  way  the  wind  is 
blowing. 

wu'w.pplweb.com 


Last  Man  Standing 

Giorgio  Armani  has  built  a  global  luxury  goods  empire  all  by  himself.  In 
a  consolidating  sector  ruled  by  giants,  that  just  might  be  a  problem. 


BY  RICHARD  HELLER 

GREETING  A  VISITOR  IN  HIS 
minimalist  headquarters  on 
Milan's  fashionable  Via  Bor- 
gonuovo,  Giorgio  Armani 
cuts  a  handsome  figure: 
youthful,  tanned  and  fit  at  age  67.  In  a 
black  T  shirt,  he's  a  vision  of  casual 
cool,  billionaire-style. 

He  has  a  lot  to  be  cool  about.  Since 
1990,  revenues  of  his  fashion  empire, 
Giorgio  Armani  SpA,  have  risen  to 
$963  million  from  $306  million.  Oper- 
ating income  (net  before  depreciation, 


Study  ih  autonomy: 
Billionaire  Armani  has 
kept  his  valued  name 
intact— and  unsullied. 


interest  and  taxes)  was  $221  million  last 
year;  net  margin,  1 2%,  was  twice  that  of 
luxe  giant  LVMH. 

LVMH  and  Gucci  have  issued  profit 
warnings  for  the  year.  Armani  should 
register  a  20%  revenue  increase  this 
year,  and  though  U.S.  performance, 
34%  of  revenues,  has  been  hurt  since 
Sept.  1 1 ,  results  are  well  above  expecta- 
tions in  Japan,  tlie  U.K.  and  Germany. 
Hollywood  stars  from  Gwyneth  Pal- 
trow  to  Richard  Gere  lust  after  the 
clothes  (Armani's  women's  collection 
outsells  his  famous  men's  suits);  last 


year  the  Guggenheim  Mu 
seum  in  New  York  dedicated  c 
retrospective  to  his  designs 
Having  avoided  expensive 
brand  acquisitions,  the  com 
pany  had  $300  million  in  cash 
at  the  end  of  last  year.  Armani 
who  owns  100%  of  it,  has  i 
personal  net  worth  estimatec 
at  $1.7  billion. 

It's  growth  that  hasn' 
gone  unnoticed  in  the  consol- 
idating luxury  goods  business 
Last  year  both  LVMH  anc 
Gucci  made  offers.  Arman 
passed.  "Of  course,  I  was  flat 
tered,"  he  says,  allowing  thai 
the  talks  kept  him  awake  a1 
night.  "But  I  decided  to  keep 
my  independence.  I  have  the 
last  stand-alone  business  in 
the  sector." 

Indeed.  Armani's  the  onl) 
ranking  fashion  creator  with 
no  outside  shareholders,  oi 
who's  not  owned  outright  b} 
Arnault,  Pinault  or  De  Sole. 

Quite  a  long  way  from 
1975,  when  Armani  and  part- 
ner Sergio  Galeotti  founded 
the  company  with  $100,000. 
Galeotti's  early  death  from 
AIDS  ten  years  later  left  Ar- 
mani, a  store-window  dresser  turned 
dress  designer,  to  handle  the  business  as 
well  as  the  creative  end.  "I  began  the 
commercial  side  of  my  career  almost  as 
a  joke,"  he  says. 

Armani  learned  fast.  Taking  a  lesson 
from  his  competitors,  he  has  stretched 
his  brand  into  new  categories — the 
company  now  produces  and  distributes 
eyewear,  watches,  cosmetics,  furniture 
and  housewares,  under  a  range  of  brand 
names.  Besides  selling  through  tradi- 
tional retailers,  Armani  has  251  oudets  in 
34  countries.  He's  expanding  into  house 
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VIAGRA.  Itworl<5for 
older  guys.  Younger  guys. 
^  Even  skeptical  guys. 


- . .  .       ■    -  i-: 


Th  ink  you're  too  young  for  VIAGRA?  Do  you  figure, 
"It  only  happens  once  in  a  while,  so  I'll  just  live  with  it"? 
Then  nothing's  going  to  change,  especially  your  sex  life. 

See,  erection  difficulties,  such  as  erectile  dysfunction 
(ED),  are  a  health  condition.  ED  can  be  caused  by  nnany 
connmon  factors,  including  snnoking,  stress,  and  high  blood 
pressure.  In  fact,  I  out  of  3  men  of  all  ages  have  ED  to  sonne 
degree.  Fortunately,  VIAGRA  can  help  men  both  get  and 
keep  an  erection.  V/hich  is  why  more  than  9  million  men 
have  turned  to  VIAGRA  to  treat  their  ED. 

For  more  information,  call  I-888-4VIAGRA  or  visit 
www.viagra.com.  VIAGRA  has  already  helped  many  love  lives. 
How  can  it  help  yours? 


{silienajil  citrate) tahkts 


loin  tlie  millions.  Ask  your  doctor  if  a  free  sample  is  right  for  you. 

/lAGRA  is  indicated  for  the  treatment  of  erectile  dysfunction.  Remember  that  no  medicine  is  for  everyone.  If  you 
nitrate  drugs,  often  used  to  control  chest  pain  (also  known  as  angina),  don't  take  VIAGRA.  This  combination 
i  cause  your  blood  pressure  to  drop  to  an  unsafe  or  life-threatening  level. 

3iscuss  your  general  health  status  with  your  doctor  to  ensure  that  you  are  healthy  enough  to  engage  in  sexual 
ity  If  you  experience  chest  pain,  nausea,  or  any  other  discomforts  during  sex  or  an  erection  that  lasts  longer 
4  hours,  seek  immediate  medical  help.  The  most  common  side  effects  of  VIAGRA  are  headache,  facial  flushing, 
upset  stomach.  Less  commonly  bluish  vision,  blurred  vision,  or  sensitivity  to  light  may  briefly  occur. 


Please  see  patient  summary  of  information  /or  VIAGRA  {25-mg.  50-mg.  \00-mg]  tablets  on  the  following  page. 
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PATIENT  SUMMARY  OF  INFORMATION  ABOUT 

(sildenafil  citraie)uiUm 
This  summary  contains  Important  iniormallon  about 

VIAGRA*.  It  is  no!  meani  to  take  the  place  ol  yout  doctors 
inslruclions.  Read  this  information  carelully  before  you  start  taking 
VIAGRA,  Ask  your  doctor  or  pharmacist  it  you  do  not  understand  any 
of  this  information  or  if  you  want  to  know  more  about  VIAGRA. 
This  medicine  can  help  many  men  when  it  is  used  as  prescribed  by 
their  doctors.  However  VIAGRA  is  nol  for  everyone.  It  is  intended  lor 
use  only  by  men  who  have  a  condition  called  erectile  dysfunction, 
VIAGRA  must  never  be  used  by  men  who  are  taking 
medicines  that  contain  nitrates  ol  any  kind,  at  any  lime. 
This  includes  nitroglycerin.  I!  you  take  VIAGRA  with  any 
nitrate  medicine  your  blood  pressure  could  suddenly  drop 
to  an  unsale  or  tile  threatening  level. 

What  Is  VIAGRA? 

VIAGRA  is  a  pill  used  to  treat  erectile  dysfunction  (impotence)  in 
men.  It  can  help  many  men  who  have  erectile  dyslunction  get  and 
keep  an  erection  when  they  become  sexually  excited  (stimulated). 
You  will  not  get  an  erection  just  by  taking  this  medicine.  VIAGRA  helps 
a  man  with  erectile  dysfunction  get  an  erection  only  when  he  is  sexually 
excited. 

How  Sex  Affects  the  Body 

When  a  man  is  sexually  excited,  the  penis  rapidly  litis  with  more 
blood  than  usual.  The  penis  then  expands  and  hardens.  This  is  called 
an  erection.  Alter  the  man  is  done  having  sex,  this  extra  blood  flows 
out  of  the  penis  back  into  the  body.  The  erection  goes  away,  II  an 
erection  lasts  lor  a  long  time  (more  lhan  6  hours),  it  can  permanently 
damage  your  penis.  You  should  call  a  doctor  immediately  if  you  ever 
have  a  prolonged  erection  that  lasts  more  than  4  hours. 
Some  conditions  and  medicines  interfere  with  this  natural  erection 
process.  The  penis  cannot  fill  with  enough  blood.  The  man  cannot 
have  an  erection.  This  is  called  erectile  dysfunction  if  it  becomes  a 
frequent  problem. 

During  sex,  your  heart  works  harder,  Therelore  sexual  activity  may 
not  be  advisable  for  people  who  have  heart  problems.  Before  you 
start  any  treatment  for  erectile  dysfunction,  ask  your  doctor  if  your 
hear!  is  healthy  enough  to  handle  the  extra  strain  of  having  sex.  If 
you  have  chest  pains,  dizziness  or  nausea  during  sex,  stop  having 
sex  and  immediately  tell  your  doctor  you  have  had  this  problem. 

How  VIAGRA  Works 

VIAGRA  enables  many  men  with  ereclile  dysfunction  lo  respond  to 
sexual  stimulation.  When  a  man  is  sexually  excited,  VIAGRA  helps 
the  penis  till  with  enough  blood  to  cause  an  erection.  After  sex  is 
over,  the  erection  goes  away 

VIAGRA  Is  Not  for  Everyone 

As  noted  above  {How  Sex  Ahects  the  Body],  ask  your  doctor  11  your 
heart  is  healthy  enough  tor  sexual  activity. 

If  you  take  any  medicines  that  contain  nitrates-either 
regularly  or  as  needed-you  should  never  take  VIAGRA.  II 

you  take  VIAGRA  with  any  nitrate  medicine  or  recreational  drug 
containing  nitrales,  your  blood  pressure  could  suddenly  drop  to  an 
unsafe  level.  You  could  gel  dizzy,  faint,  or  even  have  a  heart  attack  or 
stroke.  Nitrates  are  found  in  many  prescription  medicines  lhat  are 
used  lo  treat  angina  (chest  pain  due  to  heart  disease)  such  as; 

•  nitroglycerin  (sprays,  ointments,  skin  patches  or  pastes, 
and  tablets  that  are  swallowed  or  dissolved  in  the  mouth) 

•  isosorbide  mononitrate  and  isosorbide  dinitrate  (tablets 
that  are  swallowed,  chewed,  or  dissolved  in  the  mouth) 

Nitrates  are  also  lound  in  recreational  drugs  such  as  amyl  nitrate  or 
nitrite  ("poppers"),  II  you  are  not  sure  11  any  of  your  medicines 
contain  nitrales,  or  if  you  do  not  understand  what  nitrates  are,  ask 
your  doctor  or  pharmacist, 

VIAGRA  is  only  for  patients  with  erectile  dysfunction,  VIAGRA  is  not 
for  newborns,  children,  or  women.  Do  nol  let  anyone  else  lake  your 
VIAGRA,  VIAGRA  must  be  used  only  under  a  doctor's  supervision. 

What  VIAGRA  Does  Not  Do 

•  VIAGRA  does  not  cure  erectile  dyslunction.  It  is  a  treatment 
lor  erectile  dyslunction. 

•  VIAGRA  does  not  protect  you  or  your  partner  from  getting 
sexually  transmitted  diseases,  including  HIV-the  virus  that 
causes  AIDS. 

•  VIAGRA  is  not  a  hormone  or  an  aphrodisiac. 

What  To  Tell  Your  Doctor  Before  You  Begin  VIAGRA 

Only  your  doctor  can  decide  if  VIAGRA  is  righl  lor  you,  VIAGRA  can 
cause  mild,  temporary  lowering  of  your  blood  pressure.  You  will  need 
to  have  a  thorough  medical  exam  to  diagnose  your  erectile  dysfunction 
and  to  lind  out  if  you  can  safely  take  VIAGRA  alone  or  with  your  other 
medicines.  Your  doctor  should  determine  if  your  heart  is  healthy 
enough  lo  handle  the  extra  strain  ol  having  sex. 
Be  sure  to  tell  your  doctor  it  you: 

•  have  ever  had  any  heart  problems  (e.g.,  angina,  chest  pain, 
heart  lailure,  irregular  heart  beats,  or  heart  attack) 

'•  have  ever  had  a  stroke 

•  have  low  or  high  blood  pressure 


•  have  a  rare  inherited  eye  disease  called  retinitis  pigmentosa 

•  have  ever  had  any  kidney  problems 

•  have  ever  had  any  liver  problems 

•   •  have  ever  had  any  blood  problems,  including  sickle  cell 
anemia  or  leukemia 

•  are  allergic  to  sildenafil  or  any  of  the  other  ingtedients  of 
VIAGRA  tablets 

•  have  a  delormed  penis,  Peyronie's  disease,  or  ever  had  an 
erection  that  lasted  more  than  4  hours 

•  have  stomach  ulcers  or  any  types  of  bleeding  problems 

•  are  taking  any  other  medicines 

VIAGRA  and  Other  Medicines 
Some  medicines  can  change  the  way  VIAGRA  works.  Tell  your  doctor 
about  any  medicines  you  are  taking.  Do  not  start  or  slop  taking 
any  medicines  before  checking  with  your  doctor  or  pharmacist.  This 
includes  prescription  and  nonprescription  medicines  or  remedies. 
Remember,  VIAGRA  should  never  be  used  wilh  medicines  that 
contain  nitrates  (see  VIAGRA  Is  Not  lor  Everyone)-  If  you  are  taking  a 
protease  inhibitor,  your  dose  may  be  adjusted  (please  see  FmrJing 
the  Rigtit  Dose  for  You)  VIAGRA  should  not  be  used  with  any  other 
medical  treatments  that  cause  erections  These  treatments  include 
pills,  medicines  thai  are  injected  or  inserted  into  the  penis,  implants 
or  vacuum  pumps 

Finding  the  Right  Dose  for  You 

VIAGRA  comes  in  ditterent  doses  (25  mg,  50  mg  and  100  mg),  II  you 
do  nol  get  the  results  you  expect,  talk  with  your  doctor.  You  and  your 
doctor  can  determine  the  dose  that  works  best  for  you, 

•  Do  not  lake  more  VIAGRA  than  your  doctor  prescribes, 

•  If  you  think  you  need  a  larger  dose  of  VIAGf^A.  check  with 
your  doctor. 

•  VIAGRA  should  not  be  taken  more  than  once  a  day. 
II  you  are  older  lhan  age  65,  or  have  serious  liver  or  kidney 
problems,  your  doctor  may  start  you  at  the  lowest  dose  (25  mg)  of 
VIAGRA.  If  you  are  taking  protease  inhibitors,  such  as  for  the 
treatmeni  of  HIV  your  doctor  may  recommend  a  25  mg  dose  and  may 
limit  you  lo  a  maximum  single  dose  of  25  mg  of  VIAGRA  in  a 

48  hour  period. 

How  To  Take  VIAGRA 

Take  VIAGRA  about  one  hour  before  you  plan  fo  have  sex.  Beginning 
in  about  30  minutes  and  lor  up  to  4  hours,  VIAGRA  can  help  you  get 
an  erection  it  you  are  sexually  excited.  If  you  lake  VIAGRA  alter  a 
high-fat  meal  (such  as  a  cheeseburger  and  trench  fries),  the  medicine 
may  take  a  little  longer  to  start  working,  VIAGRA  can  help  you  get  an 
erection  when  you  are  sexually  excited.  You  will  not  get  an  erechon 
just  by  taking  the  piil 

Possible  Side  Effects 

Like  all  medicines,  VIAGRA  can  cause  some  side  ellects  These 
effects  are  usually  mild  fo  moderate  and  usually  don't  last  longer  than 
a  few  hours.  Some  of  these  side  ellects  are  more  likely  to  occur  with 
higher  doses.  The  most  common  side  elfects  of  VIAGRA  are 
headache,  flushing  of  the  lace,  and  upset  stomach.  Less  common 
side  effects  that  may  occur  are  temporary  changes  in  color  vision 
(such  as  trouble  telling  the  difference  between  blue  and  green  objects 
or  having  a  blue  color  tinge  to  them),  eyes  being  more  sensitive  to 
light,  or  blurred  vision. 

In  rare  instances,  men  have  reported  an  erection  that  lasts  many 
hours.  You  should  call  a  doctor  immediately  il  you  ever  have  an 
erection  that  lasts  more  than  4  hours  II  not  treated  right  away, 
permanent  damage  to  your  penis  could  occur  (see  Hoiv  Sex  Affects 
ttie  Bodj). 

Heart  attack,  stroke,  irregular  heart  beats,  and  death  have  been 
reported  rarely  in  men  taking  VIAGRA,  Most,  but  nol  all,  ol  these  men 
had  heart  problems  belore  taking  this  medicine.  It  is  not  possibfe  to 
determine  whether  these  events  were  directly  related  to  VIAGRA, 
VIAGRA  may  cause  other  side  elfects  besides  those  listed  on  this 
sheet,  II  you  want  more  information  or  develop  any  side  effects  or 
symptoms  you  are  concerned  about,  call  your  doctor 

Accidental  Overdose 

In  case  ol  accidental  overdose,  call  your  doctor  right  away. 
Storing  VIAGRA 

Keep  VIAGRA  out  ol  the  reach  of  children.  Keep  VIAGRA  in  its 
original  container.  Store  at  room  temperature,  59°-86''F  (15°-30°C). 

For  More  Information  on  VIAGRA 

VIAGRA  is  a  prescription  medicine  used  lo  treat  erectile  dysfunction. 
Only  your  doctor  can  decide  il  it  is  right  for  you.  This  sheet  is  only  a 
summary,  II  you  have  any  questions  or  want  more  information  about 
VIAGRA,  talk  with  your  doctor  or  pharmacist,  visit  www.viagra.com, 
orcall1-888-4VIAGRA. 
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linens,  jewelry — and  hotels. 

But  there'll  be  no  Calvin  Klein-| 
licensing  problem  here.  Armani 
taken  control  over  much  of  his  prodl 
tion  and  distribution.  In  1996  he  I 
quired  53%  control  of  Simint,  a  casil 
wear  producer  that  mints  ArmI 
jeans.  In  1990  he  bought  Antine  ] 
clothing  manufacturer  that  turns 
both  men's  and  women's  wear  for 
Emporio  Armani  label;  in  1998  he  I 
quired  Intai,  a  producer  of  his  necktj 
underwear  and  accessories.  In  19971 
bought  the  production  facilities  for 
upscale  brand,  Armani  Collezioni.  l\ 
been  buying  up  third-party  distribul] 
all  over  the  world. 

Says  Milan-based  fashion  obserl 
Sara  Forden:  "Armani  is  unique.  H 
the  only  designer  in  the  world  who 
been  able  to  combine  real  creative 
nius  with  a  tremendously  astute  bi| 
ness  sense." 

But  it's  not  clear  how  much  lonl 
Armani  can  sustain  this  growth  aj 
one-man  operation — or  who  will  fill  I 
shoes  once  he's  gone.  In  January  his  ■ 
ond-in-command,  Giuseppe  Brusn 
left  for  a  top  slot  at  LVMH  and  was  scl 
named  chief  executive  of  the  compail 
Donna  Karan  International  unit, 
things  stand,  key  managers  are  expecl 
to  trot  along  with  Armani  to  one  of 
three  holiday  villas  and  to  voyage  w| 
him  on  his  yacht.  His  temper  is  1 1 
endary.  "When  he  loses  it,  he's  in  a  l 
by  himself,"  says  a  male  model  who 
worked  extensively  for  him.  "The  f  I 
time  I  caught  one  of  his  tantrum] 
thought  1  was  going  to  pass  out." 

Armani's  most  trusted  employ] 
have  typically  been  family  members: 
sister,  Rosanna,  works  in  advertisi  I 
Two  nieces — Roberta  handles  public 
lations,  Silvana  designs  women's  weail 
are  among  his  closest  confidantes. 

Armani  insists  he  is  taking  steps| 
lessen  the  company's  dependence 
him.  "For  quite  a  while  now,  I  hJ 
been  consciously  building  the  compel 
in  a  way  so  that  qualified  manag| 
have  more  and  more  autonomy,"  he 
sists.  "It's  more  spiritual  than  real,  t| 
vision  of  an  indispensable  Armani." 

Oh,  yeah? 
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Chinese  Walls 

Is  the  WTO  about  to  make  China  into  a  free-| 
trade  paradise?  Not  with  all  those  warring 
fiefdoms  putting  up  provincial  barriers. 


BY  ANDREW  TANZER 

SO  CHINA'S  LONG  MARCH  TO 
enter  the  World  Trade  Orga- 
nization is  coming  to  a  fruit- 
ful close.  The  proud  nation 
will  enter  the  WTO  and  em- 
brace globalization.  Barriers  to  imports 
will  fall;  foreign  corporations  will  enjoy 
nondiscriminatory  treatment.  At  least 
that  will  be  true  at  the  national  level. 
Out  in  the  provinces,  where  the  cart- 
wheel meets  the  road,  there  may  be  a 
different  story. 

Under  the  WTO,  import  duties  on 
cars  will  fall  drastically  to  25%.  But  the 
new  trade  regimen  will  be  slow  in 
breaking  down  many  internal  walls  that 
fragment  the  Chinese  market. 
Provinces  and  municipalities  have 
erected  tariff  and  nontariff  barriers  to 
keep  out  one  another's  autos.  Shanghai, 
for  instance,  imposed  huge  "license 
fees"  on  competing  Citroen  cars  from 
Hubei  province  to  protect  the  locally 
made  Volkswagen  Santana,  which  mo- 
nopolizes the  taxi  fleet.  But  of  course: 
The  Shanghai  government  owns  a  stake 
in  the  VW  joint  venture.  Hubei  retali- 
ated by  ordering  all  its  government 
units  to  buy  local. 

Many  of  the  nearly  500  breweries 
across  the  country — usually  owned  by 
local  governments — are  protected  from 
outside  brews  by  dubious  health  re- 
quirements and  arbitrary  duties.  Sea- 
gram, now  owned  by  Diageo,  com- 
plains that  its  hard  liquor  suffers  similar 
hang-ups.  Beijing  seeks  to  promote  a 
handful  of  strong  national  cigarette 
brands  (a  sector  not  opened  under 
WTO),  but  each  province  wrestles  to 
preserve  its  inefficient  but  tax-generat- 
ing factory.  The  nascent  trucking/logis- 
tics industry  faces  irritating  local  barri- 
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ers  to  developing  long-haul  roi. 
Some  provinces  and  municipal!^ 
make  it  so  onerous  for  outside  true 
firms  to  secure  licenses  that  shipm 
must  be  reloaded  onto  the  next  jillgt,' 
diction's  trucks. 

Foreign  companies  need  to  aUch, 
far  more  of  costs  to  shipping,  hanc  flm 
and  warehousing  than  they  do  in  c 
markets.  Stephen  Shaw,  a  Hong  K( 
based  McKinsey  &  Co.  director, 
that  supply-chain-related  costs  ca 
30%  to  40%  of  wholesale  pricelLjl 
China,  compared  with  5%  to  20^  % 
the  U.S.  This  is  one  important  re; 
that  it  is  so  difficult  for  foreign  rrn^ 
facturers  to  turn  a  profit  in  China. 

"As  soon  as  you  move  acBu 
[provincial]  borders  in  China  then 
barriers,"  grouses  Bryan  Chan,  ¥. 
Kong-based  managing  director  of  ^ 
International  Express,  the  big  Du 
owned  integrator,  which  operal 
trucking  fleet  in  China.  "Logistics  1 
provincial  focus." 

China  is  no  monolithic  state 
from  it.  On  paper  it  is  highly  cen  i  ^\ 
ized,  but  Beijing  struggles  to  exe 
power.  "China  is  the  land  of  10,000  i 
perors,"  quips  Shane  Tedjarati,  Dell 
Consulting's  managing  directoi 
Greater  China.  "Rules  are  spoken  a 
center,  but  by  the  time  they  get  dov 
the  county  and  village  level  they' 
the  hands  of  the  local  emperors." 

The  problems  of  vast  geogrj 
and  poor  infrastructure  were  c 
pounded  by  post- 1949  Maoist  ■ 
trine.  No  believer  in  the  economic  j  i  [pj 
ciple  of  comparative  advantage 
Great  Helmsman  preached  provi 
and  local  self-reliance.  So  each  pro\ 
or  city  built  its  own  steel  mill,  cher 
plant,  brewery  and  so  forth.  Tight 
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4o  open  road:  Commerce  backs  up  in  southeast  China. 

ntrol  over  distribution  was  aimed  at 
aximum  employment. 

"Each  province  developed  its  own 
If-contained  industrial  infrastruc- 
re,"  notes  Paul  Clifford,  Beijing-based 
nsultant  with  Mercer  Management 
msulting.  "There  is  huge  duplication 
bureaucracy,  manufacturing  and  dis- 
bution  capacity.  Trading  between 
ovinces  was  limited."  Since  the  1980s, 
th  the  decline  of  central  planning, 
onomic  authority  has  devolved  to 
;al  governments.  In  some  ways  de- 
itralization  has  worsened  protection- 
h.  Most  state-owned  enterprises  are 
ntroUed  by  local  governments.  Local 
thorities  are  obsessed — and  gain 
)mmunist  Party  rank — on  the  basis 
local  economic  growth,  employ- 
;nt,  social  stability  and  tax  revenues, 
oteworthy:  Taxes  historically  have 
en  captured  where  goods  leave  the 
tory,  not  where  they're  sold). 
'  Right  now,  a  license  to  manufacture 
Shanghai  means  nothing  when  it 
mes  to  selling  in  Guangzhou.  Says 
!by  Marion,  managing  director  of  LCP 
ia,  a  logistics  consultancy:  "Every 
Dvince  is  like  a  different  country, 
eryone  wants  you  to  come  to  their 
or  for  approvals."  Of  course,  foreign 
npanies  dream  of  selling  nationwide 
1 .  3  billion  buyers.  Under  WTO,  severe 
trictions  on  foreign  companies'  dis- 
bution  rights  should  come  down 
'?r  the  next  several  years, 
f  So  distribution  is  to  be  liberalized, 
t  consider  the  lingering  barriers  to 
'ping  that  vast,  latent  domestic  mar- 
'.  Under  economic  reform,  the  gov- 
iment  encouraged  export-oriented 
eign  investment  in  manufacturing 
d  technology.  "The  logistics  infra- 
acture  has  been  built  around  an  ex- 


port mind-set,"  comments 
Rubik  (Rick)  Moradian, 
president  of  APL  Logistics 
Asia.  Roads  lead  from  facto- 
ries to  ports;  the  road  and 
train  networks  aren't  de- 
signed to  work  together. 

In  the  U.S.  a  vast  amount 
of  cargo  is  efficiently  trans- 
ported by  rail.  In  China  the 
hugely  overstaffed  and  over- 
loaded train  system  is  still  run  by  a  bu- 
reaucratic state  monopoly  with  little 
notion  of  service  or  a  market  economy. 
Paul  Man,  general  manager  of  APL  Lo- 
gistics China,  ranks  China  Rail's  priori- 
ties this  way:  First  is  military,  second  is 
moving  strategic  commodities  like 
grain  and  coal,  third  is  carrying  passen- 
gers and  last  is  transporting  commer- 
cial freight.  Stopping  pilferage  is  not  a 
priority.  Interbrew,  the  big  Belgian 
brewer,  says  it  used  to  ship  beer  by  rail 
from  Guangzhou  to  Beijing,  but 
switched  to  truck.  The  railroads 
smashed  bottles,  refused  to  pay  for  the 
damage  and  left  Interbrew  guessing 
when  the  shipments  would  arrive. 

Not  that  the  local  protectionists  keep 
their  mitts  off  the  trucks.  "Trucking  has 
a  tremendously  bureaucratic  and  oner- 
ous registration  process,"  says  McKin- 
sey's  Shaw.  "If  you  have  'out  of  state' 
plates,  they  may  hang  you  up  for  days 
[at  borders]."  Recall  that  in  the  heyday 
of  Communism  the  government  tightiy 
controlled  the  movement  of  people  and 
vehicles  between  provinces.  Border 
checkpoints  are  still  ubiquitous. 

Some  provinces  only  allow  trucks  to 
haul  goods  one  way;  others  levy 
steep — and  sometimes  arbitrary — tolls 
on  out-of-province  trucks;  some  cities 
regulate  operating  hours  for  visiting 
trucks;  some  jurisdictions  simply  pro- 
tect local  industry  by  refusing  to  license 
outside  trucks.  TNT's  Chan  reports  that 
truck  drivers  and  toUgate  keepers  often 
debate  tolls.  There's  enormous  scope 
for  graft.  Says  an  executive  at  a  foreign- 
owned  hauler:  "There  are  several  peo- 
ple to  take  care  of  on  a  daily  basis." 

That  mystical  market  of  1.3  billion 
remains  tantalizing — just  out  of 
reach.  F 
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Nice  Worl(  if 
You  Can  Get  It 

How  a  former  secretary,  running  a  $4  million  outfit, 
won  the  lead  position  in  a  $698  million  Navy  job. 


BY  TOMAS  KELLNER 

J MARIA  WHITMORE  HAD 
cause  to  kick  up  her  heels. 
In  January  her  httle 
Maryland  firm  led  a  team 
of  bidders  that  landed  a 
$698  million  contract 
from  the  Naval  Air  Sys- 
tems Command,  a.k.a.  Navair.  The  ten- 
year  contract  is  for  digitizing  printed 
manuals,  fighter  jet  blueprints  and 
other  paperwork  and  putting  the  files 
on  a  computer  network  accessible  from 
military  bases  nationwide.  If  all  goes 
well,  Qualtec,  owned  by  Whitmore,  will 
pocket  a  $16  million  gross  profit  ft-om 
this  job.  Not  a  huge  sum  for  most  cor- 
porations, yet  quite  a  purse  for  an  outfit 
that  had  $4  million  in  revenue  last  year. 

How  did  Whitmore  pull  it  off?  Not 
with  her  prowess  as  a  software  designer. 
"Her  technical  involvement  is  very  cur- 
sory," says  Patricia  Ryan,  program  direc- 
tor for  the  bidding  team,  a 
joint  venture  that  goes  by 
the  name  TeamQualtec. 
TeamQualtec  partners  in- 
clude some  big  outfits  like 
Lockheed  Martin  and  Inter- 
graph that  provide  sophisticated  tech- 
nology and  office  space.  Whitmore 
brought  other  things  to  the  table.  One 
was  connections:  She  spent  25  years 
working  in  the  Pentagon  and  other  agen- 
cies, some  of  it  as  a  secretary  in  the  same 
office  as  Lawrence  (Buzz)  Milan,  Navair  s 
deputy  assistant  commander  for  logistics, 
ending  up  as  an  accountant.  The  other 
was  eligibility  for  the  Small  Business  Ad- 
ministration's Section  8(a)  program. 
Championed  by  President  Richard 


Nixon  to  foster  black  capitalism,  the 
program  has  the  SBA  selecting  a  certain 
amount  of  government  contracts  that 
must  go  to  small  companies  owned  by 
people  in  historically  "disadvantaged" 
categories.  Last  year  it  awarded  $6  bil- 
lion of  contracts.  Many  of  the  contracts 
were  like  TeamQualtec's — cost-plus 
deals  in  which  the  contractors  recover 
their  outlays  (mostly  labor)  plus  a  fee 
that  ranges  from  3%  to  10%,  depend- 
ing on  how  well  they  perform. 

Who's  disadvantaged?  The  appli- 
cant must  have  a  net  worth  below 
$250,000  (at  the  start  of  die  contract) — 
and  the  right  parentage.  An  African- 
American,  Hispanic  or  Native  Ameri- 
can qualifies,  as  would  a  native  of 
Japan,  China,  Myanmar  or  Nepal. 
Mongolians,  for  some  reason,  don't. 

Where  does  Lockheed  fit  into  this 
picture?  Pressed  to  hand  out  a  certain 
percentage  of  federal  procurement  con- 


49%  piece  of  the  minority  sti 
belongs  to  another  qualified  c 
advantaged  firm,  called  CCI. 
rather,  a  firm  that  was  qualifi 
This  outfit,  an  old  hand  at  8 
contracting,  has  been  in  the  p 
gram  long  enough  (nine  yea 
that  it  is  now  no  longer  eligi 
for  new  contracts.  When 
Navair  contract  was  awarded,  < 
was  still  in  the  program. 

The  principal  owner  of  Cc: 
one  Paul  Chase.  A  strapping 
footer  with  light  brown  hair 
blue  eyes.  Chase  got  a  degree  in  gove 
ment  and  political  science  at  Pennsyl 
nia  State  University  and  a  master's 
the  same  field  from  Georgetown  U 
versity.  How  did  he  qualify?  He  v 
born  and  raised  in  Chile.  That  ma 
him  Hispanic-American. 

Certified  as  a  minority  contracto] 
1997,  Whitmore  had  already  got 
small  government  jobs  by  calling  f 
mer  colleagues.  "I  don't  lobby  ther 
she  says.  "I  just  let  them  know  that 
looking."  She  found  out  about 
Navair  deal  at  an  open  meeting  w 
her  old  colleague.  Buzz  Milan,  in  Ma 
1999.  Whitmore  wanted  the  job, 
needed  big  players  to  help  out.  Int 
graph,  the  Huntsville,  Ala.  softw 
giant,  was  a  natural  choice  since  it  \ 
already  farmed  out  some  data  busir 
to  Qualtec.  "It  keeps  us  tied  fai 
closely  together,"  says  Gregory  Ha 
bright,  Intergraph's  executive  mana 


Who's  disadvantaged?  Anyone  with  a  net  woi 
below  $250,000  and  the  right  parentage. 


tracts  under  8(a),  but  lacking  a  large 
pool  of  disadvantaged  small-business 
owners  who  can  handle  hundred-mil- 
lion-dollar deals,  the  SBA  allows  team- 
work. By  this  reasoning,  at  least  51%  of 
the  work  would  be  done  by  a  disadvan- 
taged partnership  like  TeamQualtec. 
The  other  49%  of  the  job  can  be  done 
by  firms  owned  by  rich  white  guys. 

Whitmore's  Qualtec,  in  fact,  does 
not  have  the  51%  piece  all  to  itself.  It 
has  51%  of  the  51%;  the  remaining 


for  Navair.  His  company,  he  says,  g 
Qualtec  "expertise  and  guidance  " 
filling  out  the  application,  and  hel| 
"capitalize"  the  effort  with  funds 
undisclosed  amount.  "It's  fairly  st; 
dard  in  this  type  of  business,"  he  sa) 
In  the  nine  months  since  the  Na\ 
job  kicked  in,  the  government  has  s 
$16  million  in  orders  to  TeamQual' 
How  much  work  has  been  done  and 
whom?  Whitmore  at  first  conceded 
didn't  have  any  idea;  later  said  that 
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"A  big  success' 
story":  Thanks 
to  wcll-placcd 
contacts  in  the 
Navy,  J.  Maria 
Whitmorc  is  In 
the  money. 


'fit  weekly  briefings  fi-om  her  partners, 
rhe  office  she  occupies  in  the  Washing- 
on  suburb  of  Beltsville,  Md.  is  some  80 
niles  north  of  the  Navy's  Patuxent 
liver,  Md.  base  where  most  of  the  con- 
ract  work  is  being  done. 

So  what,  exactly,  does  Whitmore 
ontribute?  "She  brings  the  certification 
)f  the  minority  contractor  to  bear,"  says 
v4ilan.  "I  don't  think  we're  relying  [ex- 
:lusively]  on  an  ex-secretary  to  do  this 
and  of  work.  If  [Qualtec]  did  the  bid- 


ding on  their  own,  they  wouldn't  have 
made  it,"  adding  that  no  8(a)  outfit 
could  win  a  contract  by  itself. 

From  its  earliest  days  the  8(a)  pro- 
gram has  had  its  enemies.  The  congres- 
sional auditor,  the  General  Accounting 
Office,  alleges  the  SBA  has  allowed  com- 
panies that  lied  about  ownership  and 
doctored  financial  statements  to  stay  in 
the  program.  Congressmen  have  led  in- 
vestigations in  each  of  the  last  three 
decades,  including  one  led  by  former 


Senate  majority  leader  Bob  Dole,  who 
insisted  in  1995  that  the  8(a)  program 
should  be  "repealed  outright."  No  such 
luck.  "To  attack  the  SBA  is  to  malign 
minorities  and  mom-and-pop  busi- 
nesses," says  lonathan  I.  Bean,  author  of 
Big  Government  and  Affirmative  Action: 
The  Scandalous  History  of  the  SBA. 

There  are  fans.  Qualtec,  says  Nancy 
Tarrant,  director  of  small  and  disadvan- 
taged business  utilization  for  the  Navy, 
"is  a  big  success  story."  F 


FORBES"  November  12,  2001  77 


SETS  how  supercompOtfng  can  change  the  world. 

SOT  IT  DONE  by  iif  ing  IBM  servers  and  UNl)C  to  create  one  of 
he  world's  fast^t  commercial  supercomputers  for  NuTec,  a 
lenetic  resogpch  company; investigating  life-threatening  illnesses. 

lOD  ADKIflS,  IBM  General  Manager,  Web  Servers 


Private  Banking:  R.I.P. 

The  U.S.  is  declaring  war  on  money  laundering 
by  terrorists,  drug  dealers  and  crooked  politicians. 
Private  banking  might  be  the  first  casualty. 


BY  RICHARD  C.  MORAIS 

IT'S  TIME  TO  GET  TOUGH,"  SENATOR 
John  Kerry  (D-Mass.)  recently  told  the 
Senate  Banking,  Housing  &  Urban  Af- 
fairs Q)mmittee.  While  the  bombs  fall  on 
Kabul,  Kerry  is  pushing  one  of  several 
bills  zipping  through  Congress  to  crack 
down  on  25  "uncooperative"  and  "rene- 
gade" oflFshore-bank  secrecy  havens,  from 
Nauru,  a  tiny  Pacific  island,  to  Israel. 

"The  banking  community  has  certain 
sensitivities,"  explained  Senator  Charles 
Grassley  (R-Iowa).  "Respect  for  each 
other's  relationships  with  clients;  a  kind 
of  lack  of  transparency;  maintaining  pri- 
vacy; respect  for  secrecy.  Well,  in  normal 
times  I  tliink  we  would  respect  that.  But 
these  are  not  normal  times.  It's  time  we 
put  these  sensitivities  we  have  respected 
within  the  banking  community  aside." 
Congress'  war  on  dirty  money,  in 
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short,  is  aimed  directly  at  the  confiden- 
tiality at  the  heart  of  private  banking. 
One  private  banker  we  spoke  to  called 
some  of  Congress'  preliminary  findings 
"hysterical."  Michel  Derobert,  director 
general  of  the  Swiss  Private  Bankers  As- 
sociation, warns  "the  risks  of  throwing 
the  baby  out  with  the  bath  are  pretty 
high  at  the  moment." 

This  is  a  big  baby.  Private  banks 
worldwide  manage  an  estimated  $16  tril- 
lion in  assets,  according  to  the  Senate's 
permanent  subcommittee  on  investiga- 
tions. Private  banks,  stand-alone  or  op- 
erational units  within  a  larger  bank,  are 
defined  as  specialized  banks  providing  fi- 
nancial services  to  high-net-worth  indi- 
viduals. Some  of  those  wealthy  clients 
want  personal  investment  advice,  some 
want  a  shelter  from  politically  unstable 
home  countries,  says  Clive  Bannister,  di- 


rector of  HSBC's  prival 
banking  unit,  with  $1 
billion  under  manag 
ment.  But  these  arei 
the  only  reasons.  A 
other:  hiding  mon 
from  ex-spouses,  tax  a 
lectors  and  creditors.  T 
problem,  notes  Senat 
Carl  Levin  (D-Mich 
sponsor  of  the  mon* 
laundering  bill  th 
cleared  the  Senate  c 
Oct.  4:  "Servicing  a  die 
almost  always  meai 
using  services  that  ai 
also  the  tools  of  mon 
laundering — seer 
trusts,  offshore  accoun| 
secret-name  accoun 
and  shell  companies." 

The  Internation 
Monetary  Fund  estimal 
that  2%  to  5%  of  glob 
GDP,  or  $600  billion 
$1 .5  trillion,  is  launderl 
on  its  way  through  tl 
economy,  with  anywhe 
from  a  third  to  half  th 
amount  entering  the  Ul 
financial  system.  Wh 
the  Bin  Laden  mom 
trail  currently  points 
correspondent  bankii 
abuses  and  to  hawala  (an  ancient  Islam 
system  of  transferring  cash),  a  string 
1990s  scandals  revealed  that  a  lot  of  dii 
money  has  historically  been  laundered 
private  banking. 

Almost  two  dozen  private  ban) 
around  the  globe — from  venerat 
Credit  Suisse  to  M.M.  Warburg  Bank 
unwittingly  helped  whitewash  the  fi\i 
year  kleptocracy  of  Nigeria's  Genei 
Sani  Abacha.  The  September  1999  Co 
gressional  Research  Service  Issue  Bnef 
lawmakers  states  that  General  Abaci 
and  his  family  may  have  stolen  "over  $: 
billion,"  almost  bankrupting  Nigeri; 
treasury  in  the  process.  In  1998,  wee| 
after  General  Abacha  died  of  a  heart ; 
tack,  his  wife  was  stopped  at  a  Nigeri 
airport  reportedly  carrying  38  pieces 
luggage  stuffed  with  foreign  currency. 
El  Had)  Omar  Bongo,  the  preside 


^MOrB&&r  sound,  vis  ion.  soul 


sound,  vision,  soul 

Music  should  resonate  with  your  life  rhythm.  Movies  should  stir  your  imagination.  When  delivered  through 
high  quality  electronics,  we  believe  that  entertainment  has  the  power  to  reach  deep  into  your  soul. 
That's  because  at  Pioneer,  sound,  vision  and  soul  are  uniquely  connected.  With  DVD  and  Plasma  display  products, 
we  want  to  spread  the  power  of  entertainment  around  the  world,  "sound.vision.soul "  It's  at  the  heart  of  Pioneer. 


SEARCH  WATCH  RECORD  EDIT  PLAY 

www.pioneerelectronics.com  PIONEER  NORTH  AMERICA,  INC. 


OME  OF  THE  BEST  WAYS  TO  PREDICT 
A  PRE-OWNED  VEHICLE'S  FUTURE 
IS  TO  TAKE  A  LOOK  AT  ITS  PAST. 


^QualityChecked 

^     certified  Pre-owned 


Main  Street  Ford,  Inc. 


Vehicle  Details: 

VIN-.  1FALP59U1YA94152A 
Mate 

Model  Taurus  SE 
Ifear.  2000 

Auto  Histoiv  Events: 

Ust  Reporting  State/Province: 

Urt  Title  Number. 

Duplicate  Title: 

Ust  Date: 

last  Odometer. 

Rollback: 

Salvage: 

Exceeds  MechanialLimits: 
failed  Emission: 
Not  Actual  Miles: 
Damage: 

Major  Damage  Incident 
Insurance  Theft  Claim: 
Water  Damage: 


Body: 

Engine; 

Assembled 


A  Door  Sedan  4-6  Passengers 
6-  182-En-3.0L 
United  States 


When  you  buy  a  Ford  Quality  Checked  Certified  Pre-owned  vehicle, 
there's  a  lot  you  can  be  certain  of.  Like  the  fact  that  it  comes  with 
a  complete,  up-to-date  vehicle  history  report,  so  you  know  where 
it's  been.  What's  more,  it's  already  passed  a  rigorous  115-point 
bumper-to-bumper  inspection. 


QualityChecked 


Certified  Pre-owned 


115-POINT  BUMPER-TO-BUMPER 
INSPECTION 

^    6-YEAR/75.000-MILE  LIMITED 
^       POWERTRAIN  WARRANTY 

24-HOUR  ROADSIDE  ASSISTANCE 
1^    VEHICLE  HISTORY  REPORT 
1^    FREE  LOANER  CAR 
1^    NEW  WIPER  BLADES 
1^    OIL  CHANGE  AND  NEW  FILTER 
1^    FULL  TANK  OF  GAS 


GET  THE  NEW  CAR  TREATMENT  WITHOUT  PAYING  THE  NEW  CAR  PRICE,  AND  IT'S  ALL  BACKED  BY  FORD  MOTOR  COMPANY. 

VISIT  YOUR  LOCAL  FORD  QUALITY  CHECKED  CERTIFIED  PRE-OWNED  DEALER  TODAY. 

www.fordcpo.com 


AS  CRUISE  CONTROL 

FOR  INVESTORS 


In  the  market  for  a  sound  investment?  Never  settle  for  less  than  Ford  Quality 
Checked:  the  only  certified  pre-ovv'ned  vehicle  program  supported  by  Ford 
Motor  Company. 

The  Ford  Quality  Checked  program  accepts  only  those  vehicles  with  less  than 


Ford  Quality  Checked  Certified  Pre-Owned  window  sticker. 

In  other  words,  if  a  pre-owned  car  doesn't  drive,  look  and  feel  like  new,  Ford 
Quality  Checked  won't  sell  it.  Need  even  more  in  the  way  of  an  ROI?  All  Ford 
Quality  Checked  vehicles  come  with  the  protection  of  a  6-Year/75,000  mile 
powertrain  limited  warranty,  24-hour  roadside  assistance,  travel  reimbursement 
and  more. 

Still  not  convinced,  you  savvy  investor,  you?  Visit  a  participating  Ford  Quality 
Checked  dealer  today  and  you  could  very  well  win  the  vacation  of  your  capi- 
talist dreams:  a  trip  for  two  aboard  the  Forbes  Cruise  for  Investors. 

Enter  the  sweepstakes  by  taking  this  ad  into  any  Ford  Quality  Checked  deal- 
ership for  validation  by  a  sales  representative.  Then  mail  this  validated  page 
along  with  a  3-by-5-inch  index  card  with  your  name,  address,  phone  and  e- 
mail  information  to  the  address  provided  within  the  complete  sweepstakes 
rides  at  http://forbes.perfectprize.com/FordQCrules.  One  grand  prize  winner 
will  be  selected  for  the  ultimate  in  cruise  control:  a  12-day  Seminar  at  Sea  host- 
ed by  Steve  Forbes  and  a  panel  of  investment  experts  on  the  world's  only  six- 
star  luxury  liner.  The  Crystal  Symphony.  You  and  a  guest  will  benefit  from  one- 
on-one  seminar  experience  with  an  elite  crew  of  Forbes  columnists  and  other 
financial  gurus  as  you  make  your  way  in  style  from  port  to  jet-setting  port. 

NO  PURCHASE  NECESSARY.  Void  in  Florida.  Sweepstakes  ends  October  29,  2001 .  Residents  of  OH  and  Ml 
only  may  enter  without  a  dealer  visit/validation.  For  complete  official  sweepstakes  rules  and  entry  inscmcuons,  go 
to  http://forbes-perfcctprize.com/FordQCrules. 


50,000  miles  that  are  no  older  than  the  current  model  year  plus  four  previous 
years.  Vehicles  meeting  the  above  criteria  are  then  subjected  to  a  rigorous  115- 
point  inspection  process,  and  only  those  that  pass  are  allowed  to  display  the 


QualityChecked 


Certified  Pre-owned 


The  Myth  of  Swiss  Bank  Secrecy 


When  Senator  Jon  Corzine  (D-  N.J.)  recently  questioned 
whether  the  Swiss  were  sincere  in  cutting  through  bank 
secrecy  to  catch  crooks,  Stuart  Eizenstat  rushed  to 
Switzerland's  defense.  The  Swiss,  said  the  former  deputy  secre- 
tary of  Treasury,  "can  almost  point  the  finger  at  us." 

Yes,  it's  possible  to  protect  a  client's  right 
to  privacy  while  rooting  bad  guys  out  of  the 
banking  system,  and  Switzerland  is  showing 
the  way.  Since  1998  it  has  been  a  criminal 
offense  for  a  Swiss  banker  not  to  properly 
document  the  source  of  wealth  and  the  "end 
beneficiaries"  behind  a  bank  account.  The 
laws  are  far  tougher  than  anything  on  the 
books  in  the  U.S. 

The  Abacha  scandal  (see  story)  involved 
bankers  all  over  the  world,  but  Switzerland 
was  the  only  country  to  "name  and  shame"  19  banks,  including 
Credit  Suisse,  for  their  role.  Last  year  the  Swiss  Federal  Banking 
Commission  ruled  that  the  banks  could  not  excuse  themselves  by 
saying  the  money  came  from  reputable  intermediary  banks,  or  by 
citing  the  Abacha  family's  glowing  references.  They  should  have 
diligently  investigated  the  Abachas  themselves.  Several  promi- 
nent bankers  lost  their  jobs. 


Switzerland's  anti-laundering  and  reporting  statutes  applj 
to  attorneys,  stockbrokers  and  other  financial  institutions,  ai 
well  as  to  banks.  That's  not  yet  true  in  the  U.S.  Switzerland  del 
mands  that  its  banks  give  "unlimited"  assistance  to  U.S.  official 
pursuing  crimes  that  are  also  punishable  under  Swiss  law. 

And  yet  the  myth  of  Swiss  bank  secreci 
persists.  A  congressional  staff  lawyer  com 
plained  to  FORBES  that  Swiss  secrecy  law! 
prevent  even  Citibank,  New  York,  from  re 
ceiving  account  information  about  a  clien 
from  Citibank,  Zurich.  In  this  sense  Switzer 
land  does  take  a  client's  right  to  privacy  be 
yond  similar  rights  in  the  U.S.,  where,  for  ex 
ample,  credit  reports  are  traded  like  baseba 
cards.  In  Switzerland  your  financial  detail 
are  no  one  else's  business,  unless  you  au 
thorize  a  release  or  they  are  requested  in  a  judicial  investigatior 
"Switzerland's  reputation  of  bank  secrecy  is  to  a  large  exter 
misleading,"  writes  John  M.  Ferguson  in  the  Emory  Interna 
tional  Law  Review.  "In  the  context  of  [an  outsider]  obtainim 
information  about  a  bank  account,  Switzerland  does  still  offe 
some  advantages  ...  only  because  the  U.S.  banking  environ 
ment  offers  so  little  secrecy."  — R.C.^ 


the  world  began  to  clamp  down  on  pri- 
vate bankers  and  their  professional  in- 
stinct to  shield  clients  from  investigations. 
The  Financial  Action  Task  Force  (FATF),  a 
global  body  set  up  by  the  first  President 
Bush,  refined  its  40  recommendations  on 
how  to  combat  money  laimdering,  which 


►  ^ikces  and  ifhe  Tigiir^s 

Private  bankers  are  worried  that  Congress  will 
run  riot  over  client  confidentiality,  but  Congress 
has  had  enough  of  some  of  their  clients. 


Asif  Ali  Zardari 

The  husband  of  Pakistan's  former 
prime  minister  was  called  "Mr. 
I0%"  until  he  was  finally  convicted 
of  bribery.  Alleged  theft:  $1  billion. 


Sani  Abacha 

Nigeria's  murderous  strongman 
and  his  family  are  alleged  to  have 
stolen  $3.5  billion  betwen  1993 
and  1998.  Died  of  natural  causes. 

Raul  Salinas 

The  brother  of  Mexico's  former 
president  was  convicted  of  murder 
after  being  accused  of  laundering 
hundreds  of  millions  of  dollars. 


in  turn  triggered  the  rewriting  of  bank 
laws  across  the  globe.  The  underlying 
message:  Private  banks  should  be  man- 
aging assets,  not  laundering  them. 

The  FATF's  philosophy  for  bankers: 
Know  your  customer.  HSBC  private 
bankers,  for  example,  can  now  open  a 
new  account  only  after  a  supervisor 
and  a  compliance  officer  have  in- 
dependendy  verified  that  the  bank 
knows  the  end  beneficiary  of  the 
accounts  and  can  identify  the 
source  of  the  wealth.  Ian  Wood- 
house,  director  of  European  private 
bank  consulting  at  Pricewater- 
houseCoopers,  notes  that  private 
banks  are  investing  heavily  in  soft- 
ware systems  that  track  beneficial 
ownerships  of  accounts  and  flag 
unusual  payments. 

Congress  wants  to  empower 
the  Treasury  Department  to  pre- 
vent any  country,  government  or 
financial  institution  that  harbors 
crooks  or  does  "not  adhere  to  the 
higher  standards  of  banking  be- 
havior" from  taking  part  in  the 


U.S.  marketplace.  Translation:  The  L'. 
will  freeze  assets  and  bar  the  offendel 
from  doing  business  in  the  U.S. 

Okay,  but  what  if  one  of  these  quesj 
tionable  institutions  did  business  with  I 
mainstream  European  bank  which,  i  [ 
turn,  did  business  with  the  U.S.?  "If 
large  country  with  a  sophisticated  bank! 
ing  system  continues  to  deal  with  banki 
in  one  of  these  small  countries  that  wl 
know  are  designed  to  hide  money,"  del 
clares  Senator  Charles  Schumer  (D-N.YI 
in  the  Sept.  26  Congressional  Recorcl 
"they  will  face  penalties  in  dealing  witW 
our  banking  system.  Even  the  French  c 
German  or  British  or  Japanese,  whic 
have  huge  banking  systems,  have  to  b 
part  of  our  system." 

There  is  a  limit,  of  course,  to  how  fz 
the  U.S.  can  reach  in  imposing  its  nc 
tions  of  clean  banking  on  the  rest  of  th 
world.  The  scary  thing  for  foreig 
bankers,  though,  is  that  their  homej 
country  governments  are  often  quill 
sympathetic  to  those  notions.  Europeal 
bureaucrats  Like  tax  cheats  as  litfle  as  U.!l 
congressmen  like  terrorists.  l| 
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People  issues  are  complex.  Managing  them  doesn't  have  to  be.  JJc^Yltt 

Outsourcing  ■  HR  Technology  ■  Organizational  Change  ■  Talent  &  Reward  Strategies  ■  Retirement  ■  Health  Care 

www.hewitt.com/decision 


SPECIAL     ADVERTISING  SECTION 


eCustomer 


Meeting  the  Challenge  of  Multichannel  Ser 


The  Web  provides  companies  with  a  low-cost,  global    "Businesses  today  are  seeking  the  ab 

to  pull  together  and  analyze  infornna 
from  all  channels  to  create  a  single,  c 
plete  view  of  their  customers.  Conve 
ly,  companies  want  to  deliver  the  inl 
gence  derived  from  that  one  view  t 
into  the  channels,  providing  a  consis 
perspective  from  which  employees 


communication  and  distribution  channel  that  enables 
them  to  identify,  acquire  and  serve  more  customers 
more  effectively  and  to  revolutionize  the  way  they 
manage  customer  relationships. 


At  the  same  time,  consumer  demand  for  consistent,  unified 
customer  interactions  across  multiple  communications  chan- 
nels has  created  a  pressing  need  for  an  enterprise-wide  cus- 
tomer relationship  management  (CRM)  solution. 

In  order  to  stay  competitive,  enterprises  must  be  able  to  serve 
clients,  customers  and  partners  through  voice,  fax,  e-mail,  personal 
interaction  and  browser  channels. 

To  capitalize  on  the  new  era  of  virtual  buying 
selling  and  service,  companies  need  IT  solu- 
tions that  not  only  allow  them  to  consistent- 
ly deliver  a  high  level  of  service  in  every 
customer  interaction  —  regardless  of 
media  —  but  also  to  integrate 
analysis  across  all  functions  and 
channels  to  pinpoint  the  most 
profitable  customers  and  tap 
their  full  potential. 

"Gone  are  the  days  of 
channel  silos  —  at  least  for 
companies  that  are  commit- 
ted to  understanding  and 
serving  their  customers," 
says  Nelle  Schantz,  global 
strategist  and  CRM  program  director 
for  SAS,  the  world's  largest  privately 
held  software  company,  whose  solutions  are 
used  at  more  than  37,000  business,  govern- 


ment and  university  sites  around  the  world 


better  interact  with  customers." 

SAS:  Driving  Eddie  Bauer's  Marketing  Campaign 

One  example  of  how  today's  successful  enterprises  use  C 
intelligence  to  compete  better  is  Eddie  Bauer,  the  multicha 
retailer  that  serves  millions  of  customers  through  catalogs,  n 
than  600  stores  around  the  world  and  a  Web  site.  E' 
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He  f  vtyre  of  your  e-busiii«^ 
•lied  right  her«. 


Do  you  really  know  what  goes  on  in  the  minds  of 
your  e-customers?  Wliat  they  ,  might  be  thinking 
about  buying?  Or  not  buying?  And  why?  That's 
where  you  need  e-Intelligence  from  SAS..  With 
e-Intelligence,  you  can  quickly  integrate  bricks- 
and-mortar  data  with  clicks-and-mortar  data.  To 
reveal  insights  that  can  help  you  optimize  online 
merchandising,  recognize  cross-selling  opportuni- 
ties, build  greater  customer  loyalty  and  estabhsh 
more  profitable  relationships  with  your  very  best 
e-customers.  To  learn  more  about  e-Intelligence 
from  SAS,  and  what  it  can  do  for  your  business, 
phone  1-800-727-0025  or  stop  by  www.sas.com.- 


II  other  SAS  Instilule  In?,  product  or  service  names  are  regisiereo  iradernarks  or-trade.Tiarksof  SAS  Irisiitule 
USA  and  other  couniries.  ®  indicates  U§A  registration.  @  2000  SAS  Inst'ilule  Ihc  3,56071^5.0600 


The  Power  to  Know. 


ADVERJISEMENT  3 


Bauer  uses  the  SAS  Solutions  for  Customer  Relationship  Man- 
agement (CRM)  to  analyze  the  behavior  of  existing  customers  and 
builds  predictive  models  of  the  kind  of  customers  that  would  be 
most  likely  to  respond  to  marketing  campaigns.  These  models  are 
run  against  the  customer  database  to  select  a  list  of  customers 
to  target  for  a  particular  campaign.  Using  predictive  analytics 
reduces  the  cost  and  increases  the  profitability  of  marketing  cam- 


tionships.  The  result:  Retailers  can  coordinate  marketing,  d 
demand  allocation  in  the  supply  chain,  anticipate  staffing  n& 
and  so  on.  They  can  also  understand  if  online  sales  represent 
revenue  growth  or  cannibalization  of  sales  in  other  channels. 

"In  the  past,  merchandisers  and  marketers  would  tah 
range  of  products  and  package,  position  and  promote  the 
says  Lynne  Harvey,  a  senior  analyst  with  the  Patricia  Seyl| 


paigns  since  the  campaigns  can  be  aimed  at  a  discrete  segment   Group  of  Boston.  "Now,  customers  are  beginning  to  man 


of  customers  who  are  most  likely  to  buy. 

For  example,  each  year  Eddie  Bauer  holds  an  "outerwear"  event. 
Using  CRM,  the  retailer's  marketing  team  builds  profiles  of  people 
who  already  purchase  outerwear.  They  then  run  those  profiles 
against  the  customer  database  to  determine  which  customers  have 
not  yet  bought  outerwear  but  match  the  profile  of  people  who  have. 
Then  they  can  target  these  potential  customers  with  direct-mail   When  Albertson's,  one  of  the  largest  retail  food  and  drug  ch 
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the  relationship.  They're  providing  feedback  —  through  st^ 
preferences,  through  transactional  data  —  about  who  they 
and  what  they  want." 

Astute  Solutions:  Using  eCRM  to  Integrate 
Clicks-and-Mortar  for  Albertson's 


campaigns  and  catalogs. 

"Until  we  implementec 
SAS,  most  of  the  cus 
tomer  data  we 
had  resided  in  a 
number  of  differ- 
ent places, "  says 
Harry  Egler,  divi- 
sional vice  pres- 
ident of  CRM 

at  Eddie  Bauer.  "SAS  helped 
realize  we  should  operate  un( 
customer-centric  point  of  view  rather 
than  a  channel-centric  point  of  view." 


in  the  U.S.,  decided  to  leverage  its  Savon  drugstore  brand 
the  Web,  it  considered  doing  what  its  competitors  were  d' 
—  creating  a  pure-play  Internet  pharmacy.  Management  q 
tioned  that  approach  —  for  good  reason. 

"When  we  went  to  senior  management 
a  business  plan  they  said,  'How  does  this  le 
age  who  we  are  as  a  company?'"  says  Jc 
Smith,  Albertson's  director  of  Web  Techno 
Systems.  "We  have  2,500  stores  and  more 
2,000  pharmacies  nationwide.  Managen 
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In  the  past,  merchandisers  and  marketers  would  take 
range  of  products  and  package,  position  and  promote 
Using  SAS  to  integrate  its  data  Now,  customets  are  beginning  to  manage  the  relation' 

mining  and  data  warehousing  proj-  ^       Harvev,  Seuior  Analyst,  Patricid  Seybold  Group 

ects,  Eddie  Bauer  consolidated  the  y  i 

disparate  data  and  made  it  available  to  even/one  who  needed  it. 
As  a  result,  the  company  has  a  firm  grip  on  data  and  effective 


wanted  to  ensure  this  initiative  would  fortify  the  customer 
tionships  that  have  been  developed  through  these  channels 


ways  of  analyzing  customer  behavior,  together  with  the  power   replace  them.' 


to  make  projections  based  on  that  customer  information. 

Eddie  Bauer  can  now  track  the  way  customers  make  their 
purchases  —  no  matter  where  or  how.  That  provides  insight 
into  consumer  behavior.  "The  multichannel  picture  that's  cre- 
ated gives  us  a  robust  view,"  says  Egler.  "SAS  is  the  best  tool 
that  provides  us  with  the  expertise  to  find  that  kind  of  infor- 
mation. It  gives  us  insight  into  customer  behavior  in  a  way  that 
we  couldn't  get  with  other  tools.  "SAS  software  is  a  strategic 
business  solution  for  our  company." 

SAS  software  can  integrate  data  about  customers,  merchan- 
dise, promotional  spending  and  demographics  in  a  single  data 
warehouse  and  then  analyze  that  data  to  reveal  unrecognized  rela- 


That  left  Smith  and  her  Web  development  team  with  the  e 
mous  task  of  rapidly  integrating  a  virtual  pharmacy  with  2 
physical  pharmacies  across  the  countn/  —  most  of  which  hac 
ited  interaction  with  the  central  computer  center. 

"Coincidentally,  we  had  just  selected  a  new  CRM  systeri 
our  contact  center,"  Smith  says.  "We  chose  Astute  Solut 
PowerCenter™  because  it  was  an  object-oriented,  customi; 
application  with  all  the  workflow  processes  that  you  need 
contact  center.  When  we  took  on  the  Savon.com  challenge 
realized  that  PowerCenter  was  the  missing  link  we  needed  to 
grate  the  virtual  pharmacy  with  our  physical  locations." 

PowerCenter  is  a  robust,  flexible  contact  manager 
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Companies  that  understand 
customer  loyalty  understand  the 
importance  of  using  Astute. 


DVERTISEMENT 


tern  that  can  integrate  multiple  chan- 
3  of  communication  with  existing 
k-office  applications  to  improve  the 
lity  and  efficiency  of  customer  inter- 
on  management. 

sing  PowerCenter,  Albertson's  was 
;  to  create  a  virtual  pharmacy  that 
bled  online  ordering  and  local  fulfill- 
"it.  Orders  are  filtered  through  a  team  of 
tomer  service  agents  who  use  Power- 
ter  to  review  each  order  and  route  it  to 
of  the  Albertson's  pharmacies  across 
country  or  to  a  central  fulfillment 
:er  Prescriptions  can  be  shipped  direct- 
om  the  local  pharmacy  or  picked  up  in 
,;on,  sometimes  the  same  day.  Fulfill- 
:it  status  is  captured  by  PowerCenter, 
A/ing  the  consumer  contact  center  to 
ide  an  instant  update, 
stute  integrated  Avaya's  CRM  Central 
(A/are  within  PowerCenter  to  route  mul- 
channels  of  communications  —  includ- 
jhone,  Web  form,  e-mail,  fax  and  Web 
{  —  to  the  online  pharmacy  contact 
:er.  This  allows  customers  to  choose 
'  preferred  mode  of  communication 
enables  Albertson's  to  manage  multi- 
;hannels  from  a  single  source, 
"he  Web  has  opened  new  channels 
jusinesses  to  interact  with  their  cus- 
i'ers,"  says  Joe  Sanda,  president  of 
^ite  Solutions.  "Integrating  this  chan- 
j|vith  existing  ones  is  key  to  executing 
|i|istomer  relationship  strategy  that 
;i3S  customer  loyalty  while  taking 
iintage  of  the  efficiencies  of  Web- 
("id  communication." 
ivStute  gives  us  the  missing  customer 
•ionship  'commitment'  piece,"  Smith 
'.  "We  promise  online  customers  that 

I 

jivill  fill  their  prescriptions  within  a  cer- 
period  of  time.  To  deliver  on  that 

i  "lise,  we  need  to  accurately  manage 
lave  visibility  of  their  orders  through- 

I  ne  process.  Astute  gives  us  the  ability 
low  that  we  are  meeting  our  cus- 

I  )rs'  expectations."  ■ 


Customer  loyalty.  We  get  it. 
Just  ask  our  customers. 

At  Astute  Solutions,  we  understand 
that  customer  loyalty  is  critical  to 
your  company's  success.  We've  built 
our  business  around  helping  the 
world's  leading  consumer-focused 
companies  manage  their  customer 
interactions  across  all  touch  points. 

Whether  it's  phone,  fax, Web  chat,  or 
email  communications,  our  solutions 
help  you  manage  your  customer 
relationships,  maintain  loyalty,  and 
increase  your  profits. 

Our  eCRM  solution  has  an 
outstanding  reputation  for  being  ultra 
flexible  and  functional  . . .  right  out 
of  the  box.  And  after  we've 
implemented  a  solution  for  you, 


you  can  eas 
changing  needs  . . .  without  costly 
IT  specialists.. 

We  offer  numerous  customer 
interaction  solutions  including  our 
flagship  product,  PowerCenter^'^. 
Of  course,  we  also  provide 
professional  consulting,  project 
management,  technical  services, 
education  and  support. 

But  most  importantly,  you'll  get  your 
solution  on  time  and  on  budget. 

For  more  Information  about  Astute 
Solutions,  please  call  us  toll-free 
at  877-POWER50  (877-769-3750) 
or  contact  us  through  our  website 
atwww.astutesolutions.com.  , 


(^Qstute  Solutions. 

Building  relationships  one  customer  at  a  time. 


insights  By  Peter  Huner 


Welcome  the  E-Police 


GOVERNMENT  COMPUTERS  SHOULD  INTERCEPT 
and  record  all  our  Web  traffic,  e-mails,  digital 
phone  calls — basically  everything  that' civil  liber- 
tarians are  getting  so  frothy  about  these  days.  We 
should  be  turning  our  very  best  spying  technolo- 
gies inward,  on  ourselves.  I'm  proposing  a  police  state, 
right?  Not  at  all. 

Digital  networks  are  now  so  crowded  with  bits  that  as  a 
strictly  practical  matter  they  offer  near-perfect  privacy.  The 
Sept.  1 1  terrorists  certainly  used  these  networks  with  im- 
punity. The  Web  offers  most  of  us  convenience,  limitless  free 
speech  and  a  lot  of  new  pri- 
vacy, too,  in  that  it  lets  us  by- 
pass the  exposure  that  is  in- 
escapable in  life  lived  face  to 
face.  It  also  makes  possible  far- 
flung  secret  networks  of  evil 
people  who  conspire  to  com- 
mit mass  murder. 

Electronic  detective  work, 
as  we  now  see,  can  neverthe- 
less do  wonders  in  rolling  up 
such  networks  after  the  crime 
has  been  committed.  Much 
has  been  learned  from  digital 
records  maintained  by  air- 
lines, aviation  schools,  banks 
and  the  murderers  themselves 
on  their  ovm  PCs.  We  welcome 
that  kind  of  retrospective  snooping,  of  course.  The  best  way 
to  protect  the  future,  now,  is  to  search  backward  relentlessly, 
in  space  and  time,  to  expose  all  who  had  a  hand  in  the  con- 
spiracy, a  month,  a  year  or  a  decade  ago. 

But  lots  of  the  relevant  digital  past  will  already  have  van- 
ished. Domestically,  at  least,  little  of  it  will  have  been  inter- 
cepted and  archived.  What  the  FBI  would  really  like,  right 
now,  is  the  power  to  wiretap  yesterday's  traffic,  too.  Think  of 
it  as  the  power  to  time-shift  wiretaps  as  easily  as  we  time- 
shift  TV  shows  with  our  VCRs.  (In  the  Side  Lines  column  of 
the  Oct.  15  FORBES,  the  kind  of  retrospective  database  I  have 
in  mind  is  called  a  "data  lock  box.") 

The  mechanics,  at  least,  would  be  straightforward.  Most 
Web  traffic  flows  through  large  hubs.  It  wouldn't  be  hard  to 
set  up  computers  and  massive  storage  systems  to  intercept 
and  store  quite  a  bit  of  it.  Screening  software  would  have  to 
be  used  to  keep  the  volumes  manageable,  but  the  basic  ob- 


Most  Web  traffic 
flows  through  large 
hubs.  It  wouldn't  be 

hard  to  set  up 
jvcomputers  and 
massive  storage 

systems  to 
intercept  and  store 
quite  a  bit  of  it. 


jective  would  be  to  get  m 
not  less.  Google-ize  pri\|iE 
Web  traffic  in  much  the  stjie 
way  as  the  major  Web-seai 
ing  engine  of  that  na 
caches  public  Web  pages. 

And  the  Bill  of  Rigl 
Congress  should  declare  t|i1 
a  "search"  doesn't  hapj 
when  one  machine  d 
something  to  another  i 
chine's  traffic.  For  legal  p 
poses  the  search  should  be  said  to  occur  only  if  and  wi 
information  is  ultimately  extracted  and  used.  Draft  the 
carefully  enough,  and  it  will  survive  the  inevitable  Suprt 
Court  challenge. 

It's  not  hard  to  copy  and  store  huge  volumes  of  tra 
without  giving  anyone  any  access  to  it — all  it  takes  is  a  rob 
encryption  engine.  Then,  long  after  mountains  of  encryp 
data  have  been  filed  away,  retrospective  searches  can  be 
thorized  by  the  same  judicial  authorities  who  issue  warra 
that  authorize  wiretaps  and  the  search  of  private  databc 
today.  And  subject  to  all  the  familiar  constitutional  S£ 
guards:  a  showing  of  probable  cause,  and  a  specific  del 
eation  of  the  virtual  target  and  scope  of  the  search.  The  w 
rant  will  have  to  be  precise  and  narrow  enough  to  ft 
straight  into  the  software  that  conducts  the  searches — 
databases  will  be  far  too  huge  to  permit  any  other  approa 
What  do  we  fear?  That  when  the  authorities  do  sear 
they'll  find  too  much?  That  just  begs  the  question — wh 
privacy  are  they  invading,  on  whose  say-so,  for  what  reas 
and  what's  "too  much"?  That  the  keys  to  the  vaults  mi 
fall  into  the  wrong  hands?  That's  a  problem  with  balli: 
missiles,  nuclear  power  plants  and  jumbo  jet  cockpits,  t 
Databases  are,  if  anything,  easier  to  lock  up  safe  and  ti§ 
Smart  people  with  civilized  governments  can  always  find 
equate  ways  to  guard  their  key  rings. 

The  Fourth  Amendment  right  to  be  "secure  in  our  p 
sons,  houses,  papers  and  effects,"  begins  with  "person 
More  than  5,000  of  our  fellow  citizens  lost  more  in  the  v 
of  freedom  last  month  than  ACLU  lawyers  can  ever  restc 
To  protect  ourselves  fi-om  hostile  outsiders,  we  should  en 
every  bit  of  the  awesome  technological  power  at  our  c 
posal.  To  protect  ourselves  from  the  much  more  rem^ 
threat  of  abuse  of  that  same  technology  by  our  own  gove 
ment,  we  should  trust  in  due  process  and  the  rule  of  law. 


TMnrllO^  I  Huber,  a  Manhattan  Institute  senior  fellow,  is  the  author  of  Hard  Green:  Saving  the  Environment  From  the  Environmentalists  and 
——.con,  I  the  Digital  Power  Report.  Find  past  columns  at  www.forbes.com/huber. 


90 


FORBES'  Nox  . 


1 2,  2001 


iiMMitij'hiiiiiy'iii'fiiihMiifimmmimnTiiimifTTTm^^ 


Warning: 

r  online  broker  may  not 
want  you  to  see  this. 


E-TRADE 
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Limit  or  Market 
Equity  Orders 

(1-5,000  Shares 
Traded  Online) 


Free  and  Unlimited 
Streaming 
Real-Time  Data 


$13.00 

Limit 

$8.00 
Market 


$30.00 

Limit 

$25.00  - 
Market 
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Quotes,       Quotes,  Levelll, 

Level  IP  "^^^s- 

Time  &  Sales^ 


Free  and 
Unrestricted 
Direct  Access 
Trading  Platform 


Commitment 
on  Executing 
Marketable  Orders 


There's  no  hiding  the  truth.  When  you  compare  Datek  to  the  competition,  you'll  see  what  sets  us  apart. 
Our  innovative  routing  technology,  streaming,  real-time  information  and  free  research  tools  give  active 
traders  the  advantage  in  today's  market.  Isn't  it  time  you  got  everything  you  need  to  trade  at  your  level? 


Get  1 0  FREE  online  equity  trades*  when  you  open  an  account. 


Apply  today  at  www.datek.com/mag  and  enter  offer  code  ART. 


www.datek.com/mag 


Built  to  trade 


J-577-88-DATEK 
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Comparison  data  and  rates  are  based  on  a  phone  survey  conducted  7/27/01,  supplemented  by  published  information. 

1  Level  II  quotes  on  the  Streamer®  brand  real-time  quotation  service  are  available  tree  for  those  who  trade  more  than  20  times  a  month  with  Datek.  Nonprofessional 
users  who  trade  20  or  fewer  times  per  month  can  access  Level  II  quotes  for  $9  99  per  month,  while  professional  users  can  have  access  for  $50  per  month. 

2  Only  Power  E'TRADE  customers  making  30+  trades  per  quarter  are  eligible, 

3  Only  Powerstreet  Pro  customers  making  7  2+  trades  in  a  rolling  1 2-month  period  are  eligible  for  streaming  quotes  and  Level  II  quotes. 

4  Only  Signature  Services  Platinum  customers  are  eligible  for  streaming  quotes.  Only  Signature  Services  Platinum  customers  who  have  made  1 20-i-  commissionable 
trades  in  the  past  year  are  eligible  for  Level  II  quotes,  streaming  news,  charts,  and  time  and  sales. 

5  Datek  Direct™  is  a  tool,  as  the  name  implies,  that  allows  customers  to  direct  their  Nasdaq  orders  to  a  specific  execution  venue  The  name  should  not  be  deemed 
to  imply  that  a  customer  is  dealing  directly  with  the  marketplace.  All  orders  are  processed  through  Datek  Online  Financial  Services  LLC,  a  registered  broker/dealer 
Please  note  that  once  you  have  activated  Datek  Direct'-",  all  the  other  features  in  your  Datek  account  will  continue  to  operate  without  change. 

6  Datek  will  not  charge  a  commission  ($9.9  9)  for  any  marketable  online  order  that  is  not  executed  within  60  seconds,  measured  from  the  time  that  "processing  began"  until 
the  time  the  order  is  "executed."  This  applies  to  all  orders  using  Datek's  "Auto  Routing"  on  any  NYSE.  AMEX,  or  Nasdaq  stock  that  are  marketable  after  9:45  a  m.  ET  are 
marketable  upon  entry  and  remain  marketable  for  60  seconds.  The  market  in  the  stock  must  not  be  locked,  crossed  or  halted  We  do  not  extend  this  commitment  to  short  sales, 
OTC  Bulletin  Board  Stocks.  Option  Trades  or  any  order  that  is  "stopped"  at  a  price  by  a  specialist/market  maker  awaiting  price  improvement  or  during  Extended-Hours  trading  sessions 

*  Open  and  fund  an  account  with  a  minimum  initial  deposit  of  $500  before  2/ 1 5/02  and  get  1 0  commission-free  online  equity  trades  Free  trade  credits  will  expire  within 
one  year  of  issue  date  if  not  used.  Limit  one  new  account  offer  per  type  of  account  Offer  cannot  be  combined  with  other  offers.  Other  terms  may  apply 
System  response  and  access  times  may  van/  due  to  market  conditions,  system  performance  and  other  factors. 
©200 1  Datek  Online  Financial  Services  LLC.  Member  NASD/SIPC 
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Grab  Redux? 

Government's  slice  of  our  lives  was  getting 
smaller.  That  trend  ended  on  Sept.  li. 


39.8% 


•85  '90  '95  '00  '06 


Expenditures  as  %  of  national  income 


35.9% 


BY  PETER  BRIMELOW 

IT'S  A  CLICHE  THAT  THE  TERRORIST  ATROCITIES  CHANGED  EVERYTHING. 
But  they  almost  certainly  finished  off  any  chance  that  the  recent  decline  in 
the  share  of  the  economy  taken  by  federal,  state  and  local  government  spend- 
ing— what  we  call  the  Government  Grab — might  continue. 

The  federal  government's  sunny  pre-Sept.  1 1  estimate  (gold  line)  assumed  no  34.7%  ^ 
abnormal  spending  beyond  the  usual  pork-barreling;  it  also  assumed  strong  eco-  ^ 
nomic  growth.  In  the  blue  line  we  assume  spending  will  increase  by  a  modest  $100  bil-  ^ 
lion  (about  3%)  above  government  projections  and  that  real  economic  growth  will  average  ^ 
1%  for  the  next  six  years — i.e.,  there  might  be  a  recession.  Result:  a  galvanized  Grab.  \ 

Seen  in  a  broader  context,  the  Govermnent  Grab's  decline  was  pretty  modest  anyway  (see  inset).  As-  ^ 
tonishingly,  at  its  peak,  the  Grab  was  exceeded  by  only  one  year  in  World  War  II  (43.1%  in  1945).  And  in  y 
those  days  defense  made  up  about  nine-tenths  of  federal  spending.  Now  it's  down  to  about  15%.  ^ 

Mildly  comforting  thought:  We're  dividing  the  government's  take  by  national  income  rather  than  32.3% 
gross  domestic  product.  GDP  is  before  allowance  for  wear  and  tear  on  our  assets;  national  income  is  net  of 
this  depreciation  (and  some  arcane  items)  and  hence  a  better  measure  of  the  pie  from  which  the  government 
is  taking  its  helping.  If  the  Government  Grab  had  been  plotted  against  the  larger  GDP  figure  it  would  appear  about 
five  percentage  points  smaller.  Discomforting  thought:  The  postterrorist  spending  trend  is  up  just  as  sharply  on 
the  GDP  scale.  F 

Research:  EDWIN  S.  RUBENSTEIN,  research  director,  Hudson  Institute,  Indianapolis,  edwinr@hudson.org.  Graphics:  DAVID  lADA. 
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Find  past  Charticles  at 
www.forbes.com/brimelow. 


Sources;  Department  of  Commerce  (national  income:  total  federal,  state  and  local  government  spending,  1929  to  ZOO  | 
Office  of  Management  &  Budget  ( federal  spending  and  economic  growtf}  projections,  2001  to  2006). 
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You  ask  for  a  sign  from  fj 
above  telling  you 
where  to  seek  growth. 
Suddenly,  your  pants 
begin  to  vibrate. 

» 

^'vS\      That's  when  it  hits  you:  Mobile  commerce  via 
tvS^   cellphones  and  PDAs.  Sounds  like  a  real  opportunity. 
Or  is  it?  Good  question.  And  one  that  GartnerG2   can  help 
vou  answer.  GartnerG2  is  a  new  business  research  service 
created  to  help  strategists  drive  growth.  Our  Growth  Research 
is  a  disciplined  approach  that  looks  at  opportunity  from 
multiple  perspectives.  You'll  get  a  steady  stream  of  insights 
and  advice,  from  analysts  with  years  of  experience  relevant 
to  your  business,  and  an  unequalled  research  heritage.  I 
So  when  opportunity  knocks,  beeps  or  buzzes,  you'll  be  ready. 

urn  the  page  for  a  summary  of  our  report  on  Mobile 
wommerce.  For  the  entire  report:  www.vibratingpants.com. 
elping  strategists  guide  and  grow  their  businesses. 


Gartner  G2 


Free  aample! 


Gartner|G2 


SAMPLE  RESEARCH  SUMMARY 


The  m-commerce  promise: 

one  part  reality,  three  parts  dream 


By  Mike  McGuirc 


•g  2  s 


U.S.  consumers'  Interest  In  various 
wireless  applications 


Viewpoint 


Qase:  U.S.  adult  c 


Source.  GannerG2 


■  Mobile  commerce  will  radically  alter  marketing  strategies  and 
consumer  purchase  patterns  in  the  U.S.  —  but  not  yet. 

■  Overheated  press  publicity,  immature  technology,  and  a  poor 
understanding  of  consumers'  real  needs  could  kill  the  market. 

Dynamics 

•  M-commerce  hype  —  from  press  and  vendors  —  has  run  far 
ahead  of  reality,  breeding  disappointed,  skeptical  consumers. 

■  Penetration  of  Internet-enabled  cellphones  and  wireless-enabled 
PDAs  will  remain  low,  compared  with  Europe,  for  some  years. 

Predictions 

■  By  2002,  30%  of  U.S.  adults  will  own  Web-enabled  cellphones. 
70%  of  the  population  will  be  equipped  for  m-commerce  by  2005. 

■  Even  four  years  from  now,  only  20%  of  potential  users  will 
conduct  frequent  m-commerce  transactions. 

■  "Mobile-enabled  commerce"  —  researched  by  cellphone,  but 
completed  via  other  channels  —  will  outstrip  "pure"  m-commerce. 

Recommendations 

■  Don't  over-hype  your  offering.  Lead  consumers  to  m-commerce 
via  map  and  direction  services. 

■  Give  security  and  authentication  concerns  high  priority.  They  will  cause 
bigger  headaches  than  any  other  technology  issues. 

■  Minimize  the  number  of  keystrokes  needed  to  access  a  service. 
Offer  choices  from  well  thought-out  menus. 

Dig  Deeper 

■  Related  Research  from  GartnerG2 

■  Gartner  Core  Research 

■  Methodology 


Mike  McGuire.  Research  Director  of  GartnerG2,  has  been  a  Gartner 
analyst  for  over  five  years,  specializing  in  devices,  platforms 
and  wireless  communications.  Before  that,  he  spent  ten  years  as 
a  marketing  and  public  relations  consultant  to  numerous 
technology  companies. 


For  full  report:  www.vibratlngpants.com 
or  visit:  www.gartnerG2.com 


Tyco  Chief  Dennis 
Kozlowski:  Mum 
about  his  motives. 


Buried  at  Sea 

Vhat  does  Tyco  get  for  its 
avish  buy-in  offer  on 
"ycom,  its  marine  cable 
lubsidiary?  The  right  to 
lubmerge  some  potentially 
lisquieting  facts  about 
"ycom's  revenue. 


Y  PHYLLIS  BERMAN 

rHE  FOLKS  AT  TYCO  INTERNATIONAL 
seem  so  wonderfully  generous. 
Tyco  wants  to  buy  in  the  publicly 
aded  shares  of  Tycom,  an  89%-owned 
yco  subsidiary  that  lays  undersea  fiber- 
ptic  cable,  hi  a  deal  that  Tycom  says  will 
iose  early  next  year,  Tyco  is  offering 
15.42  worth  of  its  own  shares  for  each 
ycom  share.  That's  a  handsome  52% 
remium  over  the  price  at  which  Tycom 
lares  were  selling  before  the  news. 

Generous,  or  is  there  an  ulterior  mo- 
ve here?  We  can't  get  an  answer  from 
yco,  which  is  constrained  by  securities 


law  to  keep  mum  while  its 
offer  is  on  the  table.  But  Wall 
Streeters  who  follow  these 
companies  make  a  strong  cir- 
cumstantial case  that  Tyco 
wants  to  end  Tycom's  life  as  a 
separately  traded  entity  before 
having  to  make  embarrassing 
disclosures  about  the  nature  of 
Tycom's  revenues. 

The  parent  company's 
89%  stake  means  that  Ty- 
com's revenues,  projected  by 
bullish  analysts  to  be  $3.5  bil- 
lion for  fiscal  2002,  get  in- 
cluded in  Tyco's  $47  billion 
(projected  fiscal  2002)  rev- 
enue pot.  The  fact  that  11% 
of  Tycom  is  publicly  owned 
forces  Tycom  to  release  some 
detail  about  where  those  rev- 
enues come  from.  Once  Tyco 
owns  100%,  those  revelations 
become  much  less  detailed. 

Why  do  investors  need  to 
pick  apart  Tycom's  revenue 
stream?  Because  the  fiber- 
optic industry  is  rife  with 
back-scratching  deals,  a 
player  is  simultaneously  sell- 
ing a  piece  of  its  network  and 
agreeing  to  buy  a  piece  of  an- 
other— and  in  the  process 
generating  unsustainable 
revenues. 

Breaking  its  silence  just  a 
bit,  Tycom  insists  that  it  has 
not  yet  booked  a  dime  in  rev- 
enue from  such  swapping 
deals.  But  it  might  be  about  to 
do  so,  and  would  probably  have  to  do  so 
to  reach  the  hoped-for  $3.5  billion  rev- 
enue target  for  2002. 

Take  a  look  at  the  proposed  deal  with 
C2C  Pte  Ltd.,  a  Singapore-based  telecom 
company,  for  which  Tycom  is  supposed 
to  build  a  large-capacity  submarine  cable 
in  the  Indian  Ocean.  As  part  of  the  deal 
Tycom  would  be  paid  $1.1  billion  for  lay- 
ing the  cable.  Separately,  Tycom  buys  a 
15%  equity  stake  in  C2C  for  $140  mil- 
lion. Yet  another  part  of  this  back-and- 
forth  has  Tycom  paying  $410  million  to 
buy  back  from  C2C  a  piece  of  the  band- 
width it  is  building.  Meanwhile,  C2C 


agrees  to  purchase,  for  $320  million, 
bandwidth  on  a  separate  global  network 
owned  by  Tycom. 

When  the  dust  settles,  who  is  really 
buying  what  from  whom?  It's  hard  to 
say,  but,  according  to  a  report  from  Mor- 
gan Stanley  analyst  Edings  Thibault,  the 
$320  million  could  probably  be  booked 
as  "revenue." 

There's  a  Uttle  problem  for  Tycom. 
The  C2C  deal  is  underfunded,  and  if  it 
doesn't  get  the  money — and  why  would 
it,  given  that  cable  already  laid  in  the  In- 
dian Ocean  is  25  times  the  amount  in 
use? — that  could  cut  dramatically  into 
Tycom's  2002  revenues. 

Tycom's  venture  with  now-defunct 
Flag  Telecom  shows  how  far  the  band- 
width market  has  fallen.  The  partners 
agreed  to  tmite  their  plans  for  two  sepa- 
rate transpacific  pipes  into  one  fiber  net- 
work. Flag  would  pay  Tycom  $1.7  billion 
in  construction  costs,  half  of  which 
Tycom  planned  to  book  immediately  as 
revenue.  The  deal  crashed  when  Flag 
couldn't  get  fimding.  Undeterred,  Tycom 
announced  it  would  go  forward  with  the 
project  and  finance  it  alone,  insisting  in 
August  that  neither  the  significant  addi- 
tional capital  expenditure  nor  the  loss  of 
$850  million  in  revenue  would  affect  its 
earnings  estimates. 

The  future  looked  a  whole  lot 
brighter  a  few  years  ago,  when  Tycom 
was  laying  undersea  cable  for  everyone 
in  the  business,  including  Global  Cross- 
ing. Envious  of  the  hefty  multiples  that 
Global  Crossing  and  other  networks 
were  then  enjoying,  Tyco  refashioned 
Tycom  as  not  just  a  construction  com- 


>-  By  the  Numbers 


Pumped  Up 


Tycom  doesn't  have  anything  near  the 
fully  built  network  of  Global  Crossing, 
yet  Tycom's  market  cap  is  more  than 
seven  times  as  much. 

Market  cap  of  Tycom 
at  its  high  on  Sept.  5,  2000. 

Market  cap  of  Tycom 
on  Oct.  19,  2001. 

Market  cap  of 
Global  Crossing  on  Oct.  19,  2001. 
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THE    STRAIGHT    GOODS    ON    e-BUSINESS  PLATFORMS 


IE  WHOLE  e-BUSINESS 
THING  IS  A  FAD. 

hing  could  be  further  from 
truth.  In  times  of  economic 
/nturn,  it  may 
n  prudent  to 
the  whole 
usiness  issue 
the  backburner. 
it's  not.  Tough 
es  call  for  speed, 
bleness  and  agility 
e  than  ever.  The 
e  to  get  smart  and 
lement  e-Business 
itions  for  your 
tomers  is  today. 

IE  INTERNET  CHANGES 
EVERYTHING. 

Internet  does  not  change 
rything.  It  doesn't  change 
business  rules  that  run  your 
ipany.  Or  the  infrastructure 
've  spent  years  building.  Or 
nature  of  your  business.  Or 
r  need  to  generate  revenues 
profit. 

Internet  is  obviously  a  critical 
t  of  any  e-Business.  But  the 
:rnet  is  only  a  common  set 
)rotocols  for 
transport 
nformation. 
how  well  you 
lage  that 
)rmation 
t  determines 
success  of 
r  business. 

IT'S  A 
ONE-BRAND  WORLD. 

myth  surrounds  just  about 
ry  significant  e-Business 

form  discussion.  Virtually 
y  purveyor  of  e-Business 
forms  touts  their  version  of 

"one-brand"  world.  Their 
id,  of  course.  Big  surprise. 

lybase,  we  know  it's  just  not 
.  Countless  brands  compete, 


cooperate  and  commingle  inside 
your  company.  It's  laughable  to 
pretend  that  any  one  external 
organization  can  "standardize"  all 
the  various  protocols,  systems, 
components,  new  technologies, 
languages,  databases  and  vendor 
relationships  that  your  business 
depends  on  to  succeed. 

Our  open  e-Business  platform 
embraces  diversity.  Making  all  of 
this  stuff  work  together  is  what 
our  stuff  is  all  about. 

A  WEBSITE  IS  A  PORTAL. 
A  PORTAL  IS  AN  e-BUSINESS. 

Well,  not  quite.  A  website  is  not  a 
portal.  And  even  if  it  was,  a  portal 
is  not  an  e-Business. 

Portals  and  websites  along  with 
application  servers,  databases, 
customer  relationship  programs, 
automated  supply  chains,  an 
efficiently  connected  field  force 
and  the  rest  of  your  back  office 
are  all  vital  components  of  an 
e-Business.  It's  making  them 
work  together  that's  the  trick. 

Unless  your  data  has  the  ability  to 
travel  from  a  customer's  pager  to 
your  trusty  OS/390 
mainframe  and 
then  back  to  your 
customer  via  cell 
phone,  you  may 
very  well  have  a 
website,  but  you 
really  don't  have 
an  e-Business. 

Our  proven  e-Business  platform 
totally  delivers  this  end-to-end 
functionality.  It  integrates  every 
single  aspect  of  your  business. 
What's  more,  it  has  the  scalability 
to  constantly  integrate  your  new 
components  into  the  mix.  Like 
say,  10,000  brand  new  customers, 
for  example.  Or  a  new  CRM  app. 

Just  something  to  think  about 
when  people  offer  you  buzzwords 
instead  of  technologies. 


IF  AT  FIRST  YOU  DON'T 
SUCCEED,  THROW  SOME 
MORE  MONEY  AT  IT. 

Hah.  Very  funny.  But  still  a  popular 
belief  for  a  long  time.  Listen:  It's  all 
pure  poppycock.  The  real  e-Business 
solutions  deliver  real-life  business 
results.  By  that  we  mean  increased 
revenues,  reduced  costs  and  profit  to 
your  bottom  line. 

At  Sybase,  we  provide  e-Business 
solutions  among  the  FORTUNE  500,® 
to  the  largest  firms  on  Wall  Street, 
to  the  biggest  names  in  healthcare, 
to  the  world's  largest  computer  and 
networking  companies,  and  to  the 
biggest  players  in  Europe  and  Asia. 

We  lead  the  way  in  enterprise  portal 
technology.  We  strongly  dominate  in 
enterprise  wireless  solutions.  And  we 
have  some  of  the  best  middleware 
integration  solutions  found  on  our 
planet. 

So  don't  throw  your  money  around. 
Look  for  an  ROI  that  has  a  sense  of 
immediacy.  Invest  carefully  based 
upon  proven  past  performance  and 
reasonable  expectations  of  return. 

IT'S  ALL  OR  NOTHING. 

The  Big  Bang  Theory:  You  need  to 
do  all  of  this  at  once.  Not  at  all  true. 

We  can  help  you  solve  the  problems 
you  have  today  while  simultaneously 
building  a  platform  that  can  solve 
tomorrow's  problems,  tomorrow. 

Implement  in  the  way  that's  right 
for  your  firm.  From  the  bottom 
up.  Or  the  top  down.  Component 
by  component.  It's  your  choice. 

Call  1-800-8-SYBASE  or  visit 
www.sybase.com/myths  and  we'll 
show  you  how.  Fact,  not  myth. 


i  Sybase 

Information  Anywhere" 


®2001  Sybase,  Inc.  All  rights  reserved.  All  trademarks  are  the  property  of  their  respective  owners. 

KS    BETTER    WHEN    EVERYTHING    WORKS   TOGETHER!"  }■ 


.        .  i-,  I  S     LIVE     S  I  w  ^  U  O  T  E.  S 

This  limited  edition,  working  reproduction  of  the  19th  century 
Universal  Stocl<  Ticker,  prints  live  quotes  and  personal 
messages  from  the  Internet.  Handcrafted 
mahogany  pedestal  and  glass  dome  included. 
Limited  production  of  125  units  worldwide.  ■ 
Less  than  25  units  remaining. 

For  a  complete  information  package, 
call:  1-877-842-1870.  Or  send  15  dollars 
to:  Stock  Ticker  Company, 

m  E.  Michigan  Ave.,  Suite  301,  Kalamazoo,  Ml  49007  ^>v^^ 

WWW.STOCKTICKERCOMPANY.COM 


pany  but  a  network  owner  and  offer^ 
shares  in  it  to  the  public.  At  its  pe^ 
Tycom  commanded  a  market  valuatic 
of  $24  billion. 

But  by  the  time  Tycom  secured  i 
own  line  across  the  Atlantic  in  June  200|l 
prices  for  bandwidth  were  already  tun 
bling.  Today  only  about  10%  of  ths 
cable  is  being  used.  And  to  get  even  th 
much  business  it  is  likely  that  Tycom  ha 
to  discount  heavily.  Analysts  who  earliJ 
in  the  year  were  counting  on  $850  mj 
lion  in  transatlantic  network  revenue  f( 
2001  now  expect  $250  million. 

Other  iffy  deals  are  in  the  work 
There's  the  $1.2  billion  project  in  whic 
India-based  Dishnet  DSL  has  courts 


Envious  of  Global'!! 
hefty  multiple, 
Tyco  refashioned 
Tycom  and 
sold  shares.  i 

Tycom  to  build  a  system  connectin 
India  with  the  rest  of  Asia.  Dishn* 
wants  a  $150  million  direct  investmei 
from  Tycom  as  well  as  $400  millio 
from  the  sale  of  capacity  along  the  cabi 
to  Tycom  to  provide  the  majority  of 
equity  portion  of  the  deal.  Much  of  tl 
remainder  of  the  money,  about  $62 
million,  will  be  borrowed,  supposed! 
with  the  Ex-Im  Bank  as  guarantor.  TH 
bank  won't  make  a  decision  unt 
January  2002. 

With  the  telecom  business  bad  an 
getting  worse,  Tyco  would  have  goo 
reason  to  keep  disclosures  about  Tycomi 
complex  financing  deals  to  a  minimuni 
Conveniently,  Tycom  disappears  froi! 
the  stock  market  before  its  handsom 
market  valuation  can  be  tarnished.  No' 
it's  an  asset  ostensibly  worth  $7.6  biUioi 
seven  times  the  market  cap  of  compet 
tor  Global  Crossing.  Propping  up  thi 
value:  first  a  $500  million  share  buybac 
program  that  Tycom  started  in  Marcl 
and  now  the  Tyco  buyout  offer.  I 


A  worldwide  leader  in  delivering  essential  services,  SUEZ  has  established  a  major  presence  in  the  US  through 
Tractebel  and  its  subsidiary  Trigen,  Ondeo  with  United  Water,  Ondeo  Naico,  Ondeo  Degremont,  and  SITA  with  Teris  LLC. 
SUEZ  delivers  clean  energy,  pure  water  and  planet-friendly  waste  services  to  millions  of  homes  and  businesses  from 
Boston  to  Houston,  from  Atlanta  to  St. Paul.  Our  new  listing  on  the  New  York  Stock  Exchange  demonstrates  that  our 
commitment  to  the  US  is  stronger  than  ever.  You  have  our  card. 


www.suez.com 


BY  DOROTHY  POMERANTZ 

NOT  EVERY  INTERNET  BUBBLE 
has  burst.  EarthLink,  the  na- 
tion's third-largest  Internet 
service  provider  behind  AOL 
Time  Warner's  America  On- 
Hne  unit  and  Microsoft's  MSN,  is  ex- 
pected to  top  $1.3  billion  in  sales  this 
year,  up  ninefold  from  when  it  went 
public  in  1997.  The  company's  stock  re- 
cently hit  a  new  52-week  high  of  $19. 

But  EarthLink  is  apparently  not  con- 
tent just  to  survive.  Now  it  wants  to  bur- 
row its  way  even  deeper  into  its  4.9  mil- 
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lion  customers'  lives.  The  company  is 
peddling  a  home  networking  system 
that  allows  subscribers  to  connect  their 
computers  and  peripherals  onto  a 
shared  network. 

For  a  monthly  fee  of  $10,  and  a  one- 
time cost  of  $150  for  the  wired  version 
or  $300  for  the  wireless  system,  Earth- 
Link  promises  that  its  subscribers  can 
use  their  existing  telephone  lines  to  "in- 
stantly" connect  their  PCs,  peripherals 
and  Internet  appliances  without  any 
additional  wiring.  "There's  been  a  wave 
of  activity  in  home  networking,"  says 


Brian  Hinman,  chief  executive  officer « 
2Wire,  EarthLink's  technology  partne 

For  EarthLink,  the  service  is  a  foo 
in  the  door.  The  company  hopes  I 
eventually  hawk  everything  froi 
phone  service  to  temperature  control- 
ev€n  a  way  to  open  your  garage  doc 
from  your  office  desktop. 

"With  home  networking,  we  haM 
the  ability  to  offer  higher-level  sei 
vices,"  says  Charles  (Garry)  Betty,  tf 
former  chief  executive  of  EarthLin 
who  became  boss  of  the  combine 
companies  when  EarthLink  merge 


*iggy  Bank 


Nest  Egg  • 


die  we  can't  remove  the  roller-coaster  ride  between  your  first  copper  pennies  and  your 
len  years,  we  can  offer  the  investment  and  insurance  solutions  to  help  you  navigate 
ups  and  downs.  Including  investments  managed  by  our  affiliate,  OppenheimerFunds 
Inc.,  one  of  the  country's  most  respected  asset  managers.  Have  a  good  ride. 

You  can't  predict.  You  can  prepare: 


IgMassMutual 

Wfmi  FINANCIAL  GROUP" 
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with  MindSpring  last  year.  "You  can  let 
your  iriiagination  run  wild  about  what 
that  might  be.  The  smart  house  could 
become  a  reality.  We  could  have  an 
alarm  monitoring  service,  videoconfer- 
encing or  distributing  movies  and 
music  into  the  home." 

But  left  unsaid  is  the  underlying 
reason  vvhy  EarthLink  is  so  hot  to  sell 
home  networking:  the  soaring  cost  of 
broadband  installation.  Hailed  as  the 
savior  of  the  Internet  for  its  ability  to 
offer  high-speed  connections  over  cable 
or  digital  subscriber  lines, 
broadband  is  a  mixed  blessing 
for  EarthLink.  On  the  one  hand, 
the  service  has  been  a  big  hit, 
with  a  333%  increase  in  sub- 
scriptions in  the  second  quarter 
to  346,000  customers,  compared 
with  4.4  million  dial-up  sub- 
scribers, a  modest  26%  increase 
over  the  same  period.  By  the  end 
of  the  year,  Betty  expects  to  have 
500,000  broadband  subscribers. 

"Broadband  is  a  big  part  of 
our  future,"  says  Betty. 

But  the  service  wreaks  havoc 
on  margins.  While  revenues 
were  up  32%  in  the  second 
quarter,  the  cost  of  those  rev- 
enues soared  51%.  It  costs  the 
company  $80  in  expenses  for 
every  $100  it  sells  in  broadband 
service,  compared  with  just  $40  for  old- 
fashioned  dial-up  modem  service.  Just 
sending  a  technician  to  someone's 
home  costs  an  average  of  $100  a  trip,  an 
unnecessary  expense  for  customers 
who  just  use  a  dial-up  modem. 

That's  why  home  networking  is 
critical  to  the  company,  says  Michael 
Lunsford,  EarthLink's  executive  vice 
president  of  brand  marketing.  By  using 
broadband  as  a  loss  leader  to  integrate 
itself  into  customers'  homes,  EarthLink 
hopes  to  recoup  the  costs  with  incre- 
mental services.  The  company  claims 
that  10%  of  its  existing  broadband  cus- 
tomers have  bought  some  form  of 
home  networking  service. 

But  besides  the  installation  and  ser- 
vice costs,  there's  another  downside  to 
hroadband.  The  more  EarthLink  de- 
fends on  high-speed  access  to  pump 
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up  sales,  the  more  dependent  it  bt 
comes  on  the  outside  cable  outfits  anj 
phone  companies  that  control  the  digj 
tal  pipelines. 

Case  in  point:  SBC  Communication 
After  a  successftil  ad  campaign  for  its  di^ 
ital  subscriber  line  service  last  winter,  tlj 
company  was  deluged  with  service  n 
quests.  But  customers  who  ordered  SBC 
DSL  service  through  EarthLink  were  pi 
on  the  back  burner,  according  to  Eartli 
Link.  The  average  wait  for  a  DSL  connet 
tion  directly  with  SBC  is  eight  days,  S^ 


Broadening  the  ReaciL 


As  dial-up  declines,  broadband  subscriptions 
will  double  over  the  next  four  years. 

Projected  primary  Internet  access 
90%    technology  in  the  online  household 
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Source:  Cahners  In-Stat  Group. 

says.  With  EarthLink,  it's  four  weeks  f 
service  from  SBC  as  well  as  other  phoi 
companies,  EarthLink  claims. 

"We've  gotten  into  a  vicious  eye 
with  SBC,"  says  Lunsford.  "It  remain? 
problem  to  this  day."  SBC  denies  tl 
accusation. 

EarthLink  also  has  to  pay  for  ll 
privilege.  According  to  Lunsford,  phoi 
companies  used  to  offer  discounts  fro 
the  $36  per-DSL-line  charge  if  a  resell 
such  as  EarthLink  promised  custome 
in  bulk,  with  prices  often  dropping  as  Ic 
as  $30.  Now  they're  charging  a  flat  $33. 
per  line.  As  a  result,  EarthLink  receni 
raised  its  DSL  price  to  $50  per  mon 
from  $40. 

"Broadband  is  very  addicting,"  sa 
Betty.  "It's  truly  like  a  drug — once  yo 
get  it,  it's  hard  to  go  back."  So 
hopes. 


infrastructure:  it  starts  with  you. 

When  you  left  the  office  last  night,  you  worked  for  o  Midwest-based  enterprise 
hunnnning  nicely  along  with  ten  accounts. 

When  you  walked  in  this  morning,  you  were  greeted  by  on  e-mail  announcing 
that  you  just  landed  a  new  piece  of  business— which  happens  to  be  bigger  than  those 
same  ten  accounts  combined. 

What's  at  the  top  of  today's  to-do  list?  Figure  out  how  to  expand  your  supply 
chain  and  create  distribution  channels  to  service  oil  of  your  client's  retail  locations  around 
the  world.  And  could  you  do  it  by  tomorrow,  thank  you? 

Hopefully  you've  got  an  infrastructure  that's  built  on  technology  that  works  around 
your  needs,  not  the  other  way  around.  It  should  be  standards-based,  so  you're  limiting 
your  risk.  Adaptable,  so  you  con  quickly  adjust  to  change.  Reliable,  so  you're  up  and 
running  without  a  hitch. 

At  Hf^  we  engineer  infrastructure  that  starts  with  you— your  business,  your  issues, 
your  opportunities.  So  you  can  easily  respond  as  your  business  expands,  contracts  or  takes 
off  in  new  directions. 

Servers  that  are  designed  to  address  the  critical  nature  of  an  always-on  Internet 
infrastructure.  Software  that  puts  your  entire  network  within  easy  reach  of  your  keyboard. 
Storage  that  enables  you  to  transparently  scale  your  capacity.  Service  professionals  to 
help  you  quickly  design  and  deploy  flexible  solutions  and  infrastructures.  As  well  as  the 
support  resources  to  help  keep  them  running  24/7 

HP  infrastructure  solutions  are  based  in  the  real  world  of  business.  Because  the 
last  time  we  checked,  that's  where  we  all  work.  Call  1.800.HPASKME,  ext.  246.  Or  visit 
hp. com/go/infrastructure. 


Rescuing 

Retiremeni^ 

Your  carefully  laid  plans  for  early  and  comfortable  ' 
retirement  are  dashed,  your  stock  portfolio  decimated. 

What  do  you  do  now? 


BY  NEIL  WEINBERG  AND  CHRISTOPHER  HELMAN 
PHOTOGRAPHS  BY  SAUL  LIEBERMAN 


IF  YOUR  401(K)  HAS  TURNED  INTO  A  20l(K)  AND  RETIRE- 
ment  is  not  that  far  off,  you  may  be  in  a  state  of  mild 
panic,  you  and  several  million  other  Americans  who 
were  deluded  by  a  17-year  bull  market  into  thinking  that 
saving  for  retirement  would  be  easy  and  painless.  Some 
$5  trillion  in  stock  market  wealth  has  vanished  since 
early  last  year.  That  long-awaited  Life  of  luxury  that  hov- 
ered before  you  is  receding  below  the  horizon.  While  you 
might  not  be  eating  cat  food  in  your  old  age,  the  nice  second 
home  and  the  ambitious  travel  itinerary  might  not  be  doable. 
As  the  bear  market  drags  on  and  on,  prospects  appear  bleak 
that  you  can  ever  reassemble  that  shattered  nest  egg. 

Well,  maybe  not.  There  are  things  that  50-ish  and  even 
60-ish  folks  can  do  to  salvage  their  futures.  Some  of  these 
steps  aren't  easy  to  take.  They  don't  guarantee  success,  but 
they  do  offer  you  a  fighting  chance.  Younger  people  can 
benefit  from  this  advice,  too;  it's  a  good  idea  to  ponder  now 
how  a  market  crash,  say,  two  decades  from  now  would 
change  your  retirement  plans.  Can  you  cope  with  unpleasant 
surprises? 

For  all  ages,  the  classic  wisdom  applies:  Invest  early  and  as 
much  as  possible.  The  earliest-saved  dollars  have  the  most 
time  to  compound  and  can  stand  the  most  year-to-year  un- 
certainty along  the  way.  Assuming  market  growth  follows 
historical  patterns,  your  money  should  compound  nicely 
over  the  years  {see  chart,  p.  106).  That's  not  a  certainty:  The 
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U.S.  may  end  up  like  Japan  or  worse.  But  you  can't  eliminaj 
uncertainty. 

What  to  invest  in?  As  the  nation  wallows  in  a  recessio  I 
the  choices  don't  appear  too  appetizing.  The  price/earninj 
ratio  for  the  S&P  500  stands  at  28,  nearly  double  its  historj 
norm.  A  downward  drift  in  that  ratio  over  the  next  decade  i 
the  long-run  average  would  entirely  offset  a  doubling  of  coil 
porate  earnings.  Bonds?  They  pay  much  less  than  they  dil 
just  a  year  ago.  A  medium-term  Treasury  (due  in  20 11 )  pa;| 
4.5%,  only  one  point  more  than  today's  inflation  rate. 

The  need  to  do  something — anything — to  recoup 
strong  among  middle-aged  investors  whose  portfolios  are  s«| 
verely  damaged.  Take  Robert  and  Nancy  Byrd,  a  Fishers,  Int 
couple  who  followed  the  1990s  dogma  of  tech  and  more  tecll 

As  the  bull  market  took  off  in  the  late  1990s,  geometil 
teacher  Robert,  now  52,  and  health  care  market  researchtl 
Nancy,  47,  shifted  ft-om  value-oriented  mutual  funds  to  a^l 
gressive  growth  funds  such  as  Janus  Enterprise.  Sometim«l 
they  watched  the  Janus  ftind  tack  on  3.5%  in  a  single  sessioil 
By  early  last  year  Robert  had  in  excess  of  $500,000  in  his  acl 
count,  more  than  the  Byrds  figured  they'd  need  to  suppoil 
Robert's  dream  of  retiring  at  55  and  buying  a  Virginia  homi 
close  to  his  favorite  fishing  spot.  Too  bad  for  them.  Sinc| 
2000, 40%  of  their  retirement  stash  has  vanished. 

"I  feel  like  I've  been  taken  out  to  the  woodshed  and  pad  I 
died,"  says  Robert.  Floundering  for  some  way  out,  he  hal 


v)';Uvi  ii'.  !...  I...:  I'..:  J I  ous  solution  of  dou- 
bling his  !>ft.s  witPi  e\'en  more  speculative  tech 
funds.  1  hey  uiclude  ProFunds  Ultra  OTC  and 
Ultra  Small  Cap,  which  use  leverage  to  juice 
market  gains,  or  losses.  "My  wife  is  more  realis- 
tic than  I  am  and  realizes  we  could  lose  all  our 
money,"  says  Byrd.  "I  can't  bear  to  consider  it." 

The  Byrds'  desperate  strategy  reflects  the 
dilemma  savers  now  face  as  their  retirement 
looms  and  the  window  of  investing  opportu- 
nity lowers.  But  their  hell-for-leather  strategy 
lowers  their  odds  of  getting  a  decent  retire- 
ment, as  the  following  precepts  will  explain. 

1GET  RICH  SLOWLY  
A  COMMON  MISTAKE  DURING  THE  BOOM 
years:  letting  the  targeted  retirement 
dates  and  lifestyle  dictate  return  as- 
sumptions, rather  than  the  other  way  around. 
Thus  it  was  easy  to  assume  that  stocks  would 
keep  returning  15%  a  year  (as  they  had  in  the 
recent  past):  It  was  the  only  way  to  make  it  plau- 
sible to  retire  young.  When  the  assumptions 
don't  work  out,  you  may  find  yourself  in  a  des- 
perate gamble  to  catch  up — like  Robert  Byrd. 

Better  system:  Come  in  with  lower  return 
assumptions,  then  set  your  targets  for  how 
soon  you  can  retire  and  how  well.  It  may  mean 
working  longer  or  saving  a  larger  percentage  of 
your  paycheck  now. 

What's  a  reasonable  return  assumption  for 
your  portfolio?  A  long-term  Treasury  bond 
yields  5.4%  annually.  You  can  do  better  than 
that  with  a  riskier  corporate  bond  (if  it  doesn't  default),  but 
you  won't  do  hugely  better.  You  might  easily  earn  7%  on  a 
preferred  stock  or  real  estate  investment  trust,  but  at  a  still- 
greater  risk  of  loss  of  the  principal.  Stocks  are  likely  to  return 
more  over  long  periods  but  carry  greater  risk  of  getting  clob- 
bered in  any  one  year  or  two. 

Of  course,  not  everyone  is  of  the  age  or  means  to  wait  for 
the  rebound.  Tom  E.  Polcyn,  a  57-year-old  retired  electrical 
engineer  who  owned  a  ham  radio  components  company, 
paid  $5  for  a  stock  market  class  in  1971  and  has  been  invest- 
ing ever  since.  His  first  home  run  was  100  shares  of  Intel 
picked  up  in  1991  for  $3,900.  At  its  peak  the  stock  was  worth 

$171,000.  An  avowed  risk- 


Savings  at  65  ($mil) 


25        35        4.;  ju 
Age  started  saving 

Source,  Ibbolson  Associaiss 


taker,  Polcyn,  of  Eudora, 
Kans.,  parlayed  $20,000  in 
1988  into  $1.3  million  in 
2000  by  investing  in  the  likes 

WILL  JT  LAST?  That  depends 
on  when  you  started  saving. 
Here  is  what  you'd  have  if  you 
had  invested  $500  a  month  in 
stocks  through  August. 


Sure  that  stocks 
rebound,  he  remains  fu 
invested  in  the 
THOMAS  POLCYN, 


of  AOL,  Cisco  and  Yahoo. 

He  has  lost  $650,000  of  it  since.  Friends  joke  that  H 
should  consider  becoming  a  greeter  at  the  local  Wal-Mart 
make  ends  meet.  His  sense  of  humor  intact,  Polcyn  is  stayii  I 
as  fully  invested  in  the  market  as  possible.  "I  believe  whol  | 
heartedly  the  market  will  turn  around,"  he  says.  "I  belie\  t 
America  and  that  the  next  ten  years  will  bring  some  amazi  i 
opportunities.  Crises  beget  new  things,  whether  they're 
tech,  biotech  or  airport  security." 

He  had  better  hope  that  bright  day  dawns  sooner  rathJ 
than  later.  Meanwhile,  he  has  been  cashing  in  some  stoclj 
and  refinanced  his  home  to  pay  bills. 

TAKE  CALCULATED  RISKS 

GOD  KNOWS  HOW  LONG  WE  WILL  LIVE;  NO  ONE  ELSl 

does.  A  crude  indicator  is  how  long  relativJ 
lasted.  Yes,  healthy  eating,  exercise  and  goc| 
medical  care  can  add  years  to  your  life, 
companion  issue  is  how  long  your  investments  will  t| 
around. 

A  welter  of  retirement  planning  programs  are  on  the  We  j 
that  attempt  to  divine  this  question.  With  the  first  kin>\ 
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. ...  - i;^.:-v>vs  can 

behave  wildly  yeas  to  yeiir.  Hoid 
on  a  decade  or  two,  thoisgh,  and 
history  suggests  there's 
little  chance  you'll  lose  money. 

called  deterministic  models, 
you  plug  in  your  portfolio 
size,  your  projected  growth 
rate  for  it  and  your  inflation 
expectations;  the  programs 
tell  you  how  long  your  hold- 
ings should  last.  A  typical  cal- 
culator might,  for  example, 
assume  you  retire  at  65  with 
$1  million  and  withdraw 
$65,000  a  year,  inflation-ad- 
justed. If  you  earn  a  steady  6.5%  real  return,  the  money  lasts 
forever.  If  The  variant  on  Forbes.com  asks  you  how  much 
you'll  need  in  retirement,  then  gives  you  the  present  value  of 
that  sum,  letting  you  see  how  far  along  you  are  today  toward 
realizing  your  goals. 

The  deterministic  programs  work  as  an  initial  step.  But 
they  can  also  be  very  misleading.  You  chances  of  guessing  an- 
nual market  returns  and  inflation  are  nil.  Before  the  bubble 
collapsed,  people  were  blithely  assuming  double-digit  returns 
and  putting  away  less  than  they  should.  The  retirement  cal- 
culator on  the  National  Association  of  Securities  Dealers  Web 
site  tells  a  45-year-old  with  no  portfolio  how  to  retire  in  20 
years  with  the  current  equivalent  of  an  $80,000  annual  in- 
come: Earn  16.6%  and  he  only  need  invest  $1 1,100  annually. 
Pull  returns  back  to  7%,  nearer  the  norm,  and  it  turns  out  he 
needs  $57,000. 

Better,  use  a  more  sophisticated,  probabilistic  program 
for  a  view  on  how  likely  your  assumptions  are  to  pan  out. 
These  models  crunch  investment  returns  and  inflation  possi- 
bilities based  on  historical  trends.  For  someone  retiring  at  65 
with  $1  million  and  withdrawing  $65,000  a  year,  research 
firm  Ibbotson  Associates  comes  up  with  a  10%  chance  the 
investor  will  run  out  of  money  at  age  77,  25%  at  81  and  50% 
at  88  (see  chart,  below).  You  can  access  such  programs  from 
Morningstar  (www.morningstar.com)  at  $100  per  year,  and 
for  free  from  Nobel  prize  winner  William  Sharpe's  Financial 
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SAME  IMPUTS  DIFFERENT  OUTCOMES.  Deterministic  calculators 
assume  "average"  returns  every  year  and  create  a  false  sense 
of  security.  Probabilistic  models  lay  odds  your  money  will  last 
as  long  as  you  do. 


Engines  (www.fmancialengines.com)  or  T.  Rowe  Pr 
(troweprice.com). 

Beyond  that:  how  durable  is  your  asset  allocation?  Say ) 
retire  at  65  with  a  $1  million  portfolio.  You  anticipate  living 
more  years  and  withdrawing  7%,  or  $70,000,  a  year.  Your  h 
chance  (96%  probability)  at  that  point  of  going  the  distance, 
cording  to  a  study  by  Trinity  University  in  San  Antonio,  i 
50-50  stock-bond  split.  With  only  stocks  it's  a  bit  less,  87%,  a 
with  only  bonds  it's  a  mere  26%  (see  chart,  p.  1 10). 

The  more  you  withdraw,  the  less  chance  you  have 
stretching  out  the  money.  Oregon  investment  advi 
William  Bernstein  suggests  taking  out  a  fixed  percentage, 
opposed  to  a  fixed  dollar  amount,  which  reduces  your  dol 
depletion  when  market  prices  are  low.  That  tactic  should  e 
ily  see  you  through  30  years.  The  downside  is  that  you  m 
soldier  through  some  lean  times. 

THWART  INFLATION 


FORGET  THE  OLD  ADAGE  THAT  THE  PERCENTAGE  V 

should  be  in  fixed  income  equals  your  age — 5( 
for  a  50-year-old,  60%  for  a  60-year-old  and 
on.  Inflation,  unpredictable  and  sometimes  di 
astating  (as  in  the  late  1970s),  does  not  stop  on  the  day  y 
retire.  You  might  live  another  30  years. 

Over  the  past  75  years,  stocks  have  returned  an  aver; 
7.3%  annually  after  inflation,  long-term  Treasurys  2.2%  a 
Treasury  bUls  only  0.7%.  While  stock  prices  have  swung  5( 
up  or  down  in  a  single  year,  their  worst  decade  had  them  1' 
ing  only  1%  annually  (see  chart,  left).  Your  best  bet:  Arrar 
your  finances  so  you  can  let  your  stocks  ride  for  15  ye 
or  more. 

If  you  can't  hold  your  breath  that  long,  consider  an  inf 
tion-indexed  Treasury  bond.  The  ten-year  ones  yield  3.5  p 
centage  points  above  the  annual  gain  in  the  cost  of  livii 
The  less  safe,  but  potentially  higher-returning  defense  agai: 
inflation,  is  to  own  assets  that  won't  be  wiped  out  if  inflati 
surges  back — namely,  real  estate  (your  suburban  house, 
shares  in  a  real  estate  investment  trust,  or  farmland).  Golc 
defensive  but  unproductive. 

Regardless  of  your  precise  tolerance  for  the  risk  of  loss 
diversifying  your  assets  should  be  axiomatic.  Too  heavy  a  cc 
centration  in  bonds  leaves  you  vulnerable  to  inflation.  Be  ov 
weighted  in  stocks  and  you  may  get  (some)  protection  agai 
inflation  but  none  against  recessions. 

DODGE  TAXES  LEGALLY 


I 


M 

THINK  ABOUT  YOUR  FAMILY'S  ASSETS  AS  PIECES  OF 

^^^^^L  integrated  portfolio,  even  though  those  pie« 
^^^^^^  are  in  different  baskets.  What's  in  your  40 1( 

■  affects  what  should  be  in  your  taxable  accoui 
or  in  your  spouse's  401  (k).  Decide  what  your  compos 
mix  of  cash,  real  estate,  stocks  and  bonds  should  be,  th 
how  best  to  get  that  balance  given  the  investment  optic 
available  in  each. 

After  letting  his  portfolio  get  way  out  of  whack,  Gers 
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j  As  a  business  grows,  new  challenges  unfold.  In  order  to  flourish,  you  must  adapt.  At  Wausau,  our  experience 
and  flexibility  enable  us  to  handle  whatever  comes  up.  No  matter  how  tough  or  how  delicate  it  may  be. 

Wausau  Insurance  Companies  ■  2000  Westwood  Drive,  Wausau,  Wl  54401  ■  wausau.com  ■  A+  A.M.  Best  Rating  •  Member  of  Liberty  Mutual  Group 


What  can  we  do  to  help  you? 


most  likeiy  to  mi^ke  nwiJcv  !ast  25 
years  wirti  7%  atiniiai  witfidrawaJa. 


25%  stoclis-75%  bonds 


HH  26% 

100%  bonds 


Soufco  IbboisonAssoclttes 


A.I  .  ston,  58,  is  aggressively 
trying, to  rebalance.  The 
Daimlei  Chrysler  employee 
had  $500,000  in  retirement 
savings  all  in  stocks  two 
years  ago.  He  has  suffered 
the  agony  of  watching 
$200,000  of  it  vanish. 
Burned  once,  the  Mt. 
Clemens,  Mich,  resident 
plans  to  split  his  assets 
evenly  among  stocks,  bonds 
and  a  home  in  Fort  Lauderdale,  Fla. 

Tax  considerations  play  a  large  role  in  divvying  up  the  in- 
vestments. Bonds  (other  than  tax-exempt  ones)  are  better  off 
in  one  of  the  tax-deferred  accounts.  The  best  place  for  your 
first  chunk  of  real  estate  allocation  is  the  house  you  live  in 
rather  than  a  REIT,  because  of  the  huge  tax  favoritism  for 
owner-occupied  housing. 

Growth  stocks  make  a  lot  of  sense  in  a  taxable  account. 
Why?  Because  you  can  play  tax  favorites  there.  Hang  onto 
winners  and  ditch  losers.  You  can  use  capital  losses  to  absorb 
any  amount  of  capital  gains  and  up  to  $3,000  a  year  (for  cou- 
ples) in  ordinary  income  like  salary. 

Rhineston  is  also  cold-bloodedly  taking  $40,000  in  losses. 
"I  have  friends  who  won't  touch  a  stock  until  they  break 
even,  but  nothing  says  they'll  ever  <;et  there,"  he  says.  "It 


makes  more  sense  to  me  to  take  losses  and  move  on  to  bett 
opportunities." 

5 WORK  LONGER  
THE  FINANCIAL  ADVANTAGES  OF  CONTINUING  TO  COUi 
lect  a  paycheck  are  straightforward:  The  longe 
you  work  the  more  you  accumulate  and  thi 
fewer  years  you  draw  on  your  stash. 
Barry  and  Patricia  Wyatt,  both  59  and  married  31  year| 
live  in  Rochester  Hills,  Mich,  and  are  hoping  to  spend  theii 
retirement  traveling  around  the  U.S.  and  vacationing  dur 
ing  winter  in  Florida.  Patricia  quit  working  in  1995.  TwJ 
years  later  Barry,  an  environmental  health  supervisor,  got ' 
lump  sum  from  his  employer  and  invested  60%  of  it — thi 
equivalent  of  ten  years'  salary — in  stock,  mainly  tech  namej 
Then  the  market  tanked.  Barry,  who  had  hoped  to  retiri 
next  year  at  60,  now  plans  to  work  until  62.  "The  whole  ide 
is  to  make  sure  we  can  do  the  things  we  want  and  not  jus 
have  to  sit  home  and  pay  bills,"  he  says. 

Extending  working  years  sometimes  actually  allows  yoil 
to  ratchet  back  your  savings,  thus  enhancing  your  pre-retire 
ment  lifestyle.  Fredrick  Adkins,  a  financial  planner  in  Littlll 
Rock,  Ark.,  ran  the  numbers  for  a  45-year-old  living  oi 
$120,000  a  year  after  tax.  If  the  client  wants  to  retire  at  6 
with  a  95%  chance  his  money  will  last  until  age  83,  he  mus 
save  $7,100  a  month  while  working.  Push  out  retirement  t< 
65  and  needed  savings  falls  to  $4,200. 
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We  have  over  three  decades  experience,  60  strategic  global  locations,  3800  people,  and  one  commitment. 
Jet  Aviation's  Client  Circle  of  Benefits.  A  global  investment  in  people,  in  aircraft,  and  in  facilities 
to  ensure  your  safety,  convenience  and  comprehensive  service  in  the  business  aircraft  industry.* 

Thomas  M.  Hirschmann,  Chairman  &  CEO,  Jet  Aviation  Group  of  Companies 
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ALWAYS  THERE  -  AROUND  THE  WORLD 


EMPLOY  EMPLOYER'S  STOCK 


■  ^1^^   ONE  WAY  TO  TURBOCHARGE  YOUR  RETIREMENT  SAV- 

B  ings  is  by  buying  stock  your  company  offers  em- 
^^^^^  ployees  at  below-market  prices.  Some  8.5  mil- 
^^^^  lion  workers  hold  shares  in  their  employers, 
worth  $400  billion,  acquired  either  through  options  or  em- 
ployer matches  to  401  (k)  contributions,  according  to  the  Na- 
tional Center  for  Employee  Ownership. 

Turning  down  this  windfall  is  crazy.  Holding  on  to  it  is, 
too.  Concentrating  your  holdings  in  a  single  company,  par- 
ticularly the  one  that  pays  your  salary,  is  not  good  diversifi- 
cation and  not  smart.  Consider  a  Lucent  Technologies  exec- 
utive who  retired  early  last  year  at  50  with  $4  million  in 
company  stock  and  held  on  to  avoid  a  big  capital  gains  hit. 
The  stock  then  slid  92%.  That  forced  the  hapless  executive 
back  into  the  workforce. 

One  tactic  (especially  if  you're  legally  restricted  from  sell- 
ing the  shares  immediately)  is  to  hedge  your  position.  Say 
your  exercised  shares  are  trading  at  $45.  For  about  8%  to  10% 
of  each  share's  value  you  can  buy  put  options  that  give  you  the 
right  but  not  the  obligation  to  sell  the  shares  for  $40  each.  If 
the  share  price  plummets,  your  downside  is  limited.  If  it  soars 
the  gain's  aU  yours  and  you  lose  only  the  option  premium. 

If  your  position  is  large  enough  you  can  get  a  Wall  Street 
firm  to  custom-design  a  derivative  that  is  equivalent  to  buy- 
ing protective  puts  on  your  stock  holdings  while  selling  call 
options.  The  minimum  for  this  kind  of  fancy  footwork  is  $1 
million  to  $  10  million.  The  tax  treatment  may  be  better  than 
the  treatment  for  listed  option  trades. 


WORKING  LIFE 

He  is  Staying  on  the  job  longer 
■■    '  \     than  they  intended,  postponing 
a  yearned-for  life  of  travel. 
BARRY  AND  PATRICIA  WYATT,  59 


MAKE  THE  HOUSE  PAY 

^        NO,  YOUR  HOUSE  IS  UNUKELY  TO  BE  A  RACY  INVESTMENll 

£m        Even  with  the  runup  in  recent  years,  house  price 

K  have  appreciated  just  6.3%  annually  since  1961 
After  inflation  the  figure  falls  to  1 .5%.  That's  les 
than  long-term  Treasurys  pay,  but  there's  a  big  advantage  6 
the  real  estate:  Its  returns  are  all  but  tax-free.  Specifically,  ya 
can  exclude  up  to  $500,000  (on  a  joint  return)  from  the  caj 
ital  gain  on  a  house,  and  you  can  repeat  this  trick  every  tvi 
years.  In  posh  towns  like  Tiburon,  Calif  and  Pound  Ridg( 
N.Y.,  very  ordinary  four-bedroom  homes  held  over  the  pas 
three  decades  have  had  gains  of  that  magnitude.  If  your  stoc 
portfolio  is  a  mess,  you  could  move  from  a  ritzy  suburb  aiv 
invest  the  difference  in  home  prices  to  pay  bills. 

If  moving  is  unthinkable,  and  you're  at  least  62,  com 
sider  a  reverse  mortgage.  The  beauty  of  these  beasts  is  tha 
they  allow  you  to  stay  in  a  house  for  life.  Every  month  th( 
bank  sends  a  check  (on  the  order  of  $750  a  month  fori 
$200,000  house).  When  the  owner  dies,  the  bank  sells  thj 
house  and  hands  over  any  remaining  equity  to  your  estate 
It's  unlikely  to  be  much. 

The  origination  fees  and  interest  charges  on  reversi 
mortgages  are  high — not  good  tidings  for  your  heirs  becaua 
they  are  subtracted  from  the  leftover  equity  that  your  esi 
gets.  In  fact,  if  you  take  out  such  a  mortgage,  you'll  have 
stay  alive  for  30  years  to  get  more  cash  out  of  the  deal  tha 
your  house  is  likely  to  be  worth.  i 

But  that's  not  your  problem.  Harsh  as  the  notion  sound! 
you've  funded  your  retirement. 
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DEAR  MR.FORGETFUL: 
YOU  MIGHT  NEED 
THE  PRODUCT  FDR 
THE  PRODUCT  DEMO. 

Anna  (your  assistant) 
Palo  Alto,  CA 
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Don't  Bother  to  Sit 


Moving  beyond  its  tacky 
recliners,  La-Z-Boy  is  going  after 
affluent  furniture  shoppers. 
It's  got  a  long  way  to  go  before 
it  can  put  up  its  feet. 

BY  JULIE  PITTA 

Erk;  ks  teroff,  sales  chief  of 
Microsoft's  UltimateTV  divi- 
sion, likes  sinking  into  his  new 
La-Z-Boy  recliner  that  comes 
equipped  with  a  power  outlet 
and  a  modem  jack.  But  that's  not  why  he 
keeps  one  of  the  $1,100  loungers  in  his 
office.  "My  wife  wouldn't  let  me  have  it 
in  the  house,"  he  admits. 

Who  can  blame  her?  Good  old  La-Z- 
Boy  may  be  a  brand  with  extremely  high 
awareness — right  up  there  with  Mi- 
crosoft and  Sony,  according  to  one  re- 
port— but  most  people  are  acutely  aware 
of  who's  buying  its  recliners:  Joe  Six- 
Pack.  The  company  has  catered  to  him 
for  years.  One  of  its  bestselling  recliners 
comes  with  a  built-in  ice  chest.  Others 
can  be  customized  to  match  the  colors 
of  a  buyer's  favorite  sports  team. 

Easy  to  snicker  at  middle-aged  guys 
who  spend  hours  at  a  time  drinking  beer 
in  front  of  the  TV,  but  this  crowd  was 
good  tor  business  for  a  long  time.  Sales  at 
the  Monroe,  Mich,  company  have 
climbed  steadily  for  20  consecutive  years, 
hitting  $2.2  billion  in  the  fiscal  year 
ended  Apr.  28.  But  earnings  (excluding 
nonrecurring  items)  were  only  $72  mil- 
lion, off  18%  from  the  year  before.  Has 
La-Z-Boy  dozed  off? 


The  economy  is  pounding  the  com- 
pany and  its  retailers.  La-Z-Boy  has  said 
that  bankruptcy  filings  by  retailers  Mont- 
gomery Ward  and  Heilig- Meyers,  for  ex- 
ample, may  set  it  back  $100  million  this 
fiscal  year.  Net  income  plunged  78%  to 
$2.8  million  for  the  quarter  ended  July 
28,  compared  with  the  same  period  last 
year,  and  sales  dipped  1 1  %  to  $459  mil- 
lion. Analysts  expect  fiscal  2002  sales  to 
sink  4%,  which  would  be  the  company's 
first  revenue  back-step  in  decades. 

La-Z-Boy  management  saw  the  blip 
coming  and  in  July  rolled  out  a  new  $50 
million  marketing  effort.  Ads  attempt  to 
woo  the  consumers  who  have  long 
snubbed  La-Z-Boy.  TV  spots  from  ad 
agency  W.B.  Doner  in  Southfield,  Mich, 
highlight  sofas  and  nonreclining  chairs, 
covered  in  leopard-  and  zebra-print  up- 
holstery. Sexy  Ally  McBeal  alumna  Court- 
ney Thorne-Smith  pro- 
vides the  voiceover.  Print 
ads  running  in  home-de- 
sign magazines  such  as 
Metropolitan  Home  show 
new  chairs  that  ape  sleek 
designers,  like  Eames. 

It's  the  home-fur- 
nishings equivalent  of 
CM  trying  to  tell  us  that 
an  over-the-hill  brand  is 
"not  your  father's  Olds- 
mobile."  That  effort 
was  unsuccessful,  which 
underscores  how  diffi- 
cult it  is  to  change  a 
deeply  ingrained  con- 
sumer impression.  La- 
Z-Boy  needs  to  per- 
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"It's  like 
McDonald's 
trying  to  sell 
health  food." 


suade  affluent  professionals  in  their  3i 
and  40s  that  it  sells  good-looking  stu 
Talk  about  a  tough  sell.  These  are  fo 
who  lump  La-Z-Boy  with  brands  li 
Spam  and  Sansabelt  pants.  "It's  liki 
McDonald's  trying  to  sell  health  food,' 
says  Atlanta-based  marketing  consul 
tant  Sergio  Zyman. 

Not  that  La-Z-Boy  is  scrapping  it 
signature  product.  Indeed,  if  it  fails  t( 
woo  the  Pottery  Barn  crowd  now,  th( 
company  believes  the  rear  ends  of  thoi 
scoffers  will  eventually  warm  some  of  i 
chairs.  "Time  is  on  our  side,"  says  mai 
keting  chief  Kevin  Wixted.  "Every  da 
baby  boomers  get  older,  they  get  mor 
interested  in  recliners." 

A  few  retailers  are  certainly  sold  oi 
some  of  the  company's  updated  offe 
ings.  "The  new  chairs  are  fabulous,"  s; 
Mark  Montemurno,  a  buyer  for  Breune 
Home  Furnishings  i 
Lancaster,  Pa. 

But  some  new  cus- 
tomers aren't  so  jazze< 
Palo  Alto  resident  Jor 
Harris,  46,  bought  i 
crimson  recliner  for  th( 
living   room    in  hei 
$700,000  house.  Nowsl^ 
may  banish  it  to  an  oul 
of-the-way  room.  "Th 
stylish  chairs  aren't  con 
fortable  and  the  bi 
chairs  aren't  stylish,"  sa  loll 
Harris.  Plus,  she  doesn" 
like  the  looks  the  ch 
gets  from  guests.  Thei 
notion  of  the  brand 
be  hard  to  dislodge. 


li 
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/lore  than  165  years  ago,  two  New  York  brothers  looked  west  and  saw  potential  in 
exas.  Augustus  and  John  Allen  navigated  up  Buffalo  Bayou  from  Galveston  Bay  and 
)und  the  perfect  spot  for  a  new  city,  a  city  that  would  combine  the  amenities  and  cul- 
ire  of  the  East  with  the  open  spaces  and  can-do  spirit  of  the  West.  Houston  was  born. 


ince  that  time,  Houston  has  grown  into  an  exciting,  diverse 
nvironment  where  people  from  all  parts  of  the  country  and 
le  world  live,  work  and  visit.  Houston  is  a  city  of  innovators 
nd  entrepreneurs,  a  hub  of  international  business  and  cul- 
jral  diversions,  a  home  for  advanced  technological  break- 
iroughs  and  warm,  old-fashioned  welcomes. 
Look  beyond  what  you  think  you  know  about  Houston, 
ure  It's  a  western  city.  After  all,  Houston  is  home  to  one 
f  the  largest  rodeos  in  the  world  —  the  Houston  Live- 
tock  Show  and  Rodeo.  But  it  is  also  home  to  NASA's 
Dhnson  Space  Center  and  the  Texas  Medical  Center.  This 
ity  offers  award-winning  restaurants,  celebrity  chefs, 
end-setting  clubs  and  a  vibrant  theater  and  downtown 
ntertainment  scene. 


Houston  IS  also  looking  to  its  future.  Major  new  projects 
underway  include: 

•  Construction  of  a  light  rail  line  to  be  completed  in  2004 
that  will  run  from  downtown,  through  the  Museum  Dis- 
trict and  Texas  Medical  Center,  to  the  convention  and 
sports  facilities  of  Reliant  Park. 

•  A  major  expansion  of  convention  facilities,  including  con- 
struction of  a  new  1,200-room  convention  center  hotel, 
expansion  of  the  George  R.  Brown  Convention  Center  and 
construction  of  Reliant  Center  in  Reliant  Park. 

•  The  2002  opening  of  the  Hobby  Center  for  the  Per- 
forming Arts,  the  newest  addition  to  the  city's  vibrant 
downtown  Theater  District. 

•  Reliant  Stadium,  home  of  the  NFL's  newest  franchise. 


Steve  Miller,  Chairman,  President  and  CEO, 
Shell  Oil  Company 

Shell  Oil  Company 


Since  1972,  Shell  Oil  Company  has 
maintained  both  a  strong  corporate 
presence  throughout  the  Houston 
area  and  a  commitment  to  uphold  its 
economic,  social  and  environmental 
obligations  in  the  community. 

Operating  from  six  locations,  7,500 
Shell  employees  call  Houston  home. 
Last  year,  the  company  contributed 
more  than  $9.5  million  to  local  cultur- 
al, environmental  and  educational 
organizations  that  are  as  diverse  as 
Houston  itself. 

Several  Shell  programs  have  be- 
come permanent  fixtures  in  Houston 
including  the  Shell  Center  for  Gene 
Therapy  at  Baylor  College  of  Medicine 
and  the  Shell  Houston  Open,  which 
has  generated  more  than  $20  million 
for  local  children's  charities. 

Shell  also  is  at  the  forefront  as  a 
leading  proponent  for  the  protection 
of  fragile  Gulf  of  Mexico  ecosystems 
by  establishing  the  Shell  Marine  Habi- 
tat Program,  which  provides  practical 
research  grants  to  more  than  70  con- 
servation organizations. 

One  of  Shell's  strongest  assets, 
however,  remains  the  dedication  of  its 
employees,  who  regularly  participate 
in  hundreds  of  community  service 
activities  each  year,  ranging  from 
neighborhood  renovations  to  beach 
cleanup  projects. 
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the  Houston  Texans,  will  open  in 
August  2002,  joining  the  Houston 
Astros'  Enron  Field  as  a  retractable- 
roof  sports  landmark.  Ground  has 
been  broken  on  a  new  downtown 
basketball  and  hockey  arena  for  the 
Houston  Rockets  and  Comets. 
»  Preparations  for  the  2004  Super  Bowl 
and  Major  League  Baseball  All-Star 
Game. 

•  A  bid  to  host  the  2012  Olympics. 

Mayor  Lee  P.  Brown  believes  that 
Houston  has  been  the  country's  "best- 
kept  secret."  But  he's  happy  to  say  "the 
secret  is  out." 

"Houston  is  quickly  becoming  a  desti- 
nation city,"  Brown  says.  "We  have 
always  had  the  key  components:  two 
major  airports,  over  46,000  hotel  rooms, 
more  than  8,000  restaurants  and  numer- 
ous attractions  —  we're  just  doing  a 
better  job  of  telling  the  world.  Frankly,  I 
don't  think  there  is  another  city  in  the 
country  that  can  offer  as  attractive  a  com- 
bination of  great  price,  great  amenities 
and  great  people." 

Houston  is  a  city  that  offers  a  superior 
quality  of  life,  a  great  place  to  do  business 
and  a  perfect  place  to  visit.  Houston 
boasts  the  most  affordable  housing  and 
basic  living  costs  of  the  20  major  metro 
markets.  An  innovative  air  and  water  qual- 
ity plan  put  forth  by  a  coalition  of  busi- 
ness, government  and  community  orga- 
nizations will  ensure  that  the  city's  natural 
resources  can  be  enjoyed  for  years  to 
come. 

Entrepreneurs  continue  to  see  the 
potential  the  Allen  Brothers  saw  in  Hous- 
ton. Houston  has  launched  more  new 
businesses  in  the  past  three  years  than 
any  other  city  in  the  U.S.,  creating  63,000 
new  jobs  in  2000  alone. 

The  city  also  offers  a  diverse  pool  of 
highly  skilled,  multilingual  and  multicul- 
tural workers.  And  an  aggressive  program 
of  tax  abatements  and  redevelopment 
agreements  helps  keep  the  business 
community  strong. 


Lee  P.  Brown,  Mayor,  City  of  Houston 

The  City  of  Houston 

Already  the  Energy  Capital  of  the 
World,  Houston  is  also  a  technology 
city,  anchored  by  the  technologies 
supporting  NASA's  Johnson  Space 
Center,  the  biotechnology  industry 
arising  from  the  world-famous  Texas 
Medical  Center  and  the  new  sector  of 
energy  trading.  We're  home  to  scores 
of  Fortune  500  firms,  and  Houston 
consistently  creates  more  new  busi- 
nesses than  any  other  city  in  America. 

The  Port  of  Houston  is  the  nation's 
leading  international  port.  Houston's 
Bush  Intercontinental  Airport  is  fast 
becoming  the  preferred  gateway  for 
travel  between  Latin  America  and  the 
Asia-Pacific  region. 

In  addition  to  visitors,  our  city's  out- 
standing quality  of  life  attracts  thou- 
sands of  new  residents  every  year. 
Great  educational  institutions  for  life- 
long learning,  resident  companies  in  all 
of  the  performing  arts,  museums  and 
galleries  offer  something  for  everyone. 
Houstonians  enjoy  parks,  golf  and 
other  outdoor  pursuits  year-round. 

Houstonians  speak  several  lan- 
guages and  host  one  of  the  largest 
consular  corps  in  the  nation.  We 
embrace  the  contributions  made  by 
each  and  every  member  of  our  diverscj 
community. 

Take  a  closer  look  at  Houston. 
"You'll  think  the  world  of  this  city." 


YOUR  PRIVATE  JET 

IN  THE  SHOP? 


businessfirst: 


Consistently  voted 
Best  International  Business  Class. 

With  amenities  in  BusinessFirst  like  concierge  service,  gourmet  dining,  sleeper 
seats,  and  a  personal  entertainment  system,  you  may  want  to  think  twice 
about  paying  for  a  private  jet.  For  reservations,  call  your  travel  agent 
or  Continental  Airlines  at  1-800-523-FARE,  Visit 
AOL  Keyword:  Continental,  or  ticket  online  at 

continental.com. 

5usinessFlrst  was  named  Best  Executive/Business  Class  lor  shoti  and  long  haul  for  2001 
by  the  Official  Airline  Guide.  It  was  also  named  Best  Trans-Atlantic  and  Trans-Pacliic 
Business  Glass  among  U.S.  Airlines  by  Cqnde.Nast  Traveler  in  2001 . 


I  Airlines 


Work  Hard 
Fly  Right. 


XDVERTISEMENT  4 


Continental  Airlines 

Continental  Airlines  has  changed  a  lot 
in  the  last  six  years,  rising  "from  worst 
to  first"  in  the  industry.  Continental 
has  won  numerous  awards  for  out- 
standing management  and  customer 
service  and  is  listed  among  the  best 
companies  to  vi/ork  for  in  America. 

From  its  hometown  of  Houston, 
Texas,  where  it  is  the  largest  private 
employer.  Continental  serves  over  45 
cities  in  the  Caribbean,  Mexico  and 
Central  and  South  America.  It  is  posi- 
tioning its  hub  at  George  Bush  Inter- 
continental Airport  (lAH)  to  be  the  coun- 
try's premier  Latin  American  gateway. 
To  meet  growth  projections.  Continen- 
tal and  the  City  of  Houston  are  building 
a  new  terminal  and  Federal  Inspection 
Station  (FIS),  which  will  greatly  increase 
the  airport's  capacity  for  international 
departures  and  arrivals. 

Continental  has  a  reputation  for  excel- 
lence and  dependability,  posting  the  best 
on-time  record  among  major  U.S. 
carriers  in  2000.  Continental  has  the 
youngest  jet  fleet  of  any  major  domes- 
tic carrier,  averaging  just  6.7  years.  And 
with  the  best  team  of  employees  any- 
where, who  are  deservedly  acknowl- 
edged and  rewarded  for  their  hard  work. 
Continental  is  able  to  offer  its  customers 
the  very  best  in  value  and  quality. 

Continental 
Airlines  § 


Houston's  central  location,  year-round 
mild  weather,  beautiful  public  golf  cours- 
es, abundant  attractions  and  reasonable 
hotel  rates  make  it  an  excellent  destina- 
tion for  visitors.  The  city  has  rnore  than 
376  major  hotels  in  every  price  range, 
and  downtown  transportation  is  simple 
with  Metro's  convenient,  free  trolley 
system. 

Gerard  J.  "Jordy"  Tollett,  president  of 
the  Greater  Houston  Convention  and  Vis- 
itors Bureau,  says  that  once  people  see 
what  the  area  has  to  offer,  it's  easy  to  sell 
them  on  Houston. 

"I've  lived  here  my  entire  life,"  Tollett 
says,  "and  in  the  past  five  years,  Hous- 
ton has  changed  dramatically.  It  was 
always  a  great  place  to  live  and  to  do 
business,  but  with  our  growing  list  of 
amenities,  we  also  can  offer  a  wealth  of 
entertainment  for  visitors." 

At  Space  Center  Houston,  visitors  can 
explore  the  past,  present  and  future  of 
manned  space  flight,  land  the  space 
shuttle  or  touch  a  moon  rock.  Six  Flags 
AstroWorld  and  WaterWorld  theme  parks 
draw  millions  of  visitors  annually.  Splash- 
town  is  the  biggest  water-park  in  Texas 
and  offers  hours  of  watery  fun  during  the 
summer  months. 

The  Museum  District,  a  short  distance 
from  downtown  and  within  walking  dis- 
tance of  Hermann  Park,  gives  visitors  a 
taste  of  Houston's  impressive  cultural  trea- 
sures. The  city  is  home  to  more  than  500 
cultural,  visual  and  performing  arts  organi- 
zations. And  Houston  is  one  of  only  a 
handful  of  cities  that  sustains  all  the  major 
performing  arts  with  resident  troupes. 

Of  course,  the  soul  of  any  great  city  is  its 
citizens,  and  Houston  regularly  celebrates 
its  diversity.  From  the  funky  art  at  the 
Orange  Show  to  the  Holocaust  Museum's 
Human  Race  to  the  annual  Houston  Inter- 
national Festival,  the  largest  festival  of  its 
kind  in  the  country,  Houstonians  see  them- 
selves reflected  in  the  fabric  of  the  city. 
Seventy-four  countries  have  consulates  in 
Houston,  a  testament  to  the  city's  cultural 


and  business  ties  abroad.  The  city's  m 
cultural  identity  runs  deep  —  the  aver 
Houstonian's  perception  of  race  relatil 
has  improved  every  year  for  the  p 
decade.  Just  this  summer.  Black  En 
prise  magazine  named  Houston  the  "E 
City  for  African  Americans." 

While  Houstonians  keep  their  focu 
the  future,  they  also  appreciate  t| 
past.  Sam  Houston  Park,  across 
street  from  the  Visitors  Center  in  i 
Hall,  showcases  historic  homes,  sc 
dating  back  to  the  1 800s.  Just  a  few  n 
utes  from  downtown,  the  hist! 
Heights  neighborhood  boasts  beau' 
Victorian-era  homes  and  is  great 


The  Space  Center  Houston  is  one 
of  the  city's  many  popular  attraction 

antiquing.  The  Bayou  Bend  Collec 
and  Gardens,  is  filled  with  almost  5, 
works  from  different  periods  in  Amer 
history.  Housed  in  an  historic  reside 
and  run  by  the  Museum  of  Fine  A 
Houston,  the  collection  is  considered 
of  the  finest  of  American  decorative 
in  the  country. 

At  the  San  Jacinto  Battleground  S 
Historic  Park,  you  can  see  where 
battle  for  Texas'  independence  took  p 
and  view  an  informative  presentatior 
the  region's  early  history.  Moored  ini 
park  is  the  Battleship  Texas,  a  gift  to 
state.  This  famous  ship  served  in 
World  War  II  D-Day  invasion. 

Whether  it's  outstanding  shopp 
mild  weather,  year-round  golf  or  excj 
attractions,  it's  easy  to  see  why 
boosters  say,  "Houston,  you'll  thinki 
world  of  this  city." 


ouston  is  space  exploration  and  rodeo.  Houston  is  international  business  arKl  an  entrepreneurial  spirit, 
oustdn  is  medical  breakthroughs  and  theatrical  premiers.  Houston  is  fldl  of  possibilities.  See  why  we  say, 
louston,  you'll  think  the  world  of  this  city."  For  more  information  visit  www.houston-guide.com  or  call 
800-4-HOUSTON.  '  "        '    •■^•;;^"i:>.M:^^':^?  v        Z  :  .., 
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Marvel  struggles  to  overcome  a  decade  of  mismanagement.  Anyone  seen  the  Incredible  Hulk' 


BY  KEMP  POWERS 

TIIH  RFCOVERY  WORKERS  AT 
the  World  Trade  Center  have 
had  some  unusual  help  lately. 
Lifting  twisted  girders  with  the 
best  of  them  is  that  nerdy  fel- 
low from  Forest  Hills,  N.Y.,  using  his 
bare  hands.  Yes,  it's  Spidey.  The  Novem- 
ber issue  of  The  Amazing  Spider-Man  is 
devoted  to  the  terrorist  attacks. 

On  comic  book  paper,  at  least,  pub- 
lisher Marvel  Enterprises  is  confronting 


reality.  Which  is  more  than  you  can  say 
for  the  guys  in  the  executive  suite.  Last 
year  Marvel  lost  $90  million  on  sales  of 
$232  million.  This  despite  superhuman 
housecleaning  by  F.  Peter  Cuneo,  who 
became  chief  executive  in  1999,  a  year 
after  the  company  crawled  out  of  Chap- 
ter 1 1.  The  former  Remington  and  Black 
&  Decker  executive  pushed  Marvel  away 
from  comics  and  toys  toward  its  vastly 
underutilized  licensing  opportunities 
(FORBES,  Awg.  7,2000). 


So  far  they  remain  just  that.  Most  i 
the  money  generated  from  Marvel's  ca  t 
alog  of  4,700  characters  has  gone  into  tl 
pockets  of  others.  It  earned  what  h  h 
been  characterized  as  a  tiny  licensing  f  le( 
for  X-Men,  which  generated  $400  mi 
lion  in  box  office  and  ancillary  sales  i 
Twentieth  Century  Fox.  A  couple  of  (  "e 
produced,  straight-to-video  stinkers, 
eluding  Captain  America,  won  Marvel 
tie  more  than  epic  embarrassment 

Many  a  comic  book  rival,  large 
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all,  has  proved  more  adept  at  exploit- 
its  properties.  Longtime  competitor 
(Comics  is  a  lucrative  R&D  tool  for 
rner  Bros.  Even  if  the  books  were 

inging  in  paltry  sales,  hit  films  like  the 
man  and  Superman  series 
e  grossed  $1  billion  in  the 
.,  excluding  video  rentals 
I  sales  and  an  endless  pa- 
e  of  merchandise.  Even 
publisher  Dark  Horse 
)  million  sales),  with  ob- 
I  e  characters  like  Con- 

[  )k  value:  While  Marvel's 
c  lies  are  doing  well,  Chief 
\  er  Cuneo  has  had  epic 
t  jbles  with  the  toy  division. 


Crete  and  Hellboy,  bagged 
profits  fi-om  the  1994  Jim 
Carrey  comedy  The  Mask 
($321  million  worldwide 
box  office). 

"The  worst  thing  to 
ever  happen  to  Marvel  was 
going  public,"  says  Steven 
Geppi,  president  of  Dia- 
mond Comic  Distributors, 
which  globally  ships  85% 
of  major  comics  titles. 
"They  were  always  very 
profitable.  But  once  they 
went  public,  they  had  to 
show  a  certain  amount  of 
growth  every  quarter." 

After  its  1989  initial  of- 
fering Marvel  tried  to 
squeeze  every  business  for 
profits — with  very  few 
wins.  It  increased  the  num- 
ber of  monthly  tides  to  140 
from  about  45  in  the  1980s 
(it's  back  down  to  50)  and 
added  gimmicks  like  holo- 
gram covers  to  jack  up 
prices  ft-om  $1.25  to  $2.25, 
even  to  $4,  which  squelched 
newsstand  sales.  Then -boss 
Ronald  O.  Perelman  put 
Marvel  into  trading  cards, 
buying  Fleer  for  $286  mil- 
lion in  1992  and  Skybox  for 
$150  million  three  years 
later.  Marvel  dumped  the 
combined  unit  for  $26  mil- 
lion when  Cuneo  came  on  board. 

Cuneo  certainly  tries  hard.  He 
brought  on  former  toy  designer  Avi  Arad 
to  head  licensing.  Arad  has  cut  deals  with 
movie  studios  to  produce  and  share  in 
the  profits  of  feature  films 
based  on  more  than  a 
dozen  Marvel  characters — 
though  they  tend  to  be 
lesser  heroes,  like  Black 
Panther,  Iron  Fist  and  Mor- 
bius,  which  don't  have  the 
high  earning  potential  of 
Spider-Man,  the  Incredible 
Hulk  and  the  X-Men  (a  se- 
quel is  due  out  next  year). 
Cuneo  hired  back  for- 


mer Fleer  president  William  Jemas  (he'd 
left  to  become  an  executive  at  MSG 
Sports)  as  president  of  publishing.  He 
has  revitalized  the  aging  cast  of  charac- 
ters. A  new  line  of  Ultimate  books, 
retelling  the  origins  of  Spidey  and  the  X- 
Men,  is  a  hit  with  kids,  says  John  Jackson 
Miller,  editor  of  Comics  Buyers  Guide. 
The  more  adult  Marvel  Knights  series  has 
attracted  some  of  the  industry's  most  tal- 
ented artists  and  writers.  Marvel  has  all 
but  2  of  the  top-selling  20  monthly  titles. 

Comic  book  publishing  remains 
nicely  profitable  with  a  27%  operating 
margin,  but  it  contributes  only  20%  of 
Marvel's  revenue.  Licensing  has  next  to 
no  costs  (except  opening  envelopes  con- 
taining royalty  checks),  but  is  stuck  at  8% 
of  sales — ^just  where  it  was  in  1992. 

The  drag  on  the  company  is  the  Toy 
Biz  division.  It  develops  Marvel  charac- 
ters, as  well  as  Pokemon  and  World 
Championship  Wrestling  figures.  The 
unit  had  an  operating  loss  of  $45  million 
on  revenues  of  $167  million  (72%  of  the 
total)  in  2000.  A  plunge  in  toy  sales  this 
year  has  depressed  results  further. 

This  is  a  company  that  cannot  sur- 
vive operating  weakness  because  its  bal- 
ance sheet  is  such  a  mess.  Over  the  last 
two  years  Marvel  has  piled  up  $250  mil- 
lion in  debt  on  an  equity  base  that  has 
dwindled  to  $64  million.  In  the  first  half 
of  2001  Marvel  lost  $16  million  on  rev- 
enues of  $88.6  million,  down  from  $94.2 
million  in  the  same  period  a  year  ago. 

Some  action  hero  should  come  to  the 
rescue.  Sony,  for  instance.  It  is  produc- 
ing a  Spider-Man  movie  for  release  next 
year  and  controls  65%  of  the  $6.4  bUlion 
videogame  market.  It  could  lock  up  a 
supply  of  Marvel  characters  for  its 
PlayStation  by  buying  the  whole  com- 
pany. With  Marvel's  share  price  at  $2.40, 
the  business,  including  assumed  debt, 
carries  a  price  tag  (not  counting  any  pre- 
mium) of  only  $330  million. 

Here's  the  rub.  In  a  move  worthy  of 
the  evil  Dr.  Octopus,  Marvel  just  filed  an 
antitakeover  plan  with  the  SEC  calling  for 
a  staggered-term  board  of  directors.  It's 
one  thing  to  run  a  venerable  company 
into  the  ground,  quite  another  to  prevent 
anyone  else  from  trying  to  save  it.  W 
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CLEAN  SWEEP 

So  long,  Electrolux.  There's  so  little  left  of  this  venerable  company 
that  its  new  owner  might  just  as  well  be  starting  from  scratch. 


A  tiger  in  his  tank? 
JoeUrso  is  trying  to 
relaunch  an  old  brand. 


BY  DIRK  SMILLIE 

AN  OLD  WHEEZE  HAS  A  FELLOW 
walking  down  the  street  and 
running  into  what  looks  like 
a  familiar  face.  "Jack,  how 
you've  changed!"  he  says. 
"You  used  to  be  dark-haired.  Now  you're 
gray.  You  used  to  wear  glasses.  Now  you 
have  contacts!"  Says  the  other  guy,  "I'm 
not  Jack.  I'm  Harry."  Says  the  first,  "So! 
You've  changed  your  name,  too." 


You  could  say  that  about  Electro ktx. 
It  was  once  a  leader  in  hom.e  appli- 
ances. Now  it's  a  pipsqueak.  It  used  to 
be  exclusively  in  vacuum  cleaners.  Now 
it's  in  aromatherapy.  And  now  it  has  a 
new  name,  too:  Aerus. 

What's  left  of  the  old  ElectroliLX,  the 
company  that  revolutionized  middle- 
class  housekeeping  with  its  rugged  hor- 
izontal-tank vacuum?  Not  much,  ex 
cept  a  door-to-door  sales  force  and  its 


vacuum  cleaner  line.  From  th 
base  Chief  Executive  Joseph  Urj 
hopes  to  build  an  appliance  cor( 
pany  that  mixes  vacuums  wil 
some  quirky  sidelines. 

There  was  a  time  when  tl 
Electrolux  brand  and  the  dire 
sales  force  were  a  mighty  comb 
nation.  As  late  as  the  1950s 
salesman  who  rang  the  doorbj 
would  stand  a  good  chance 
finding  a  homemaker  who  cou 
be  shown  a  well-built,  if  ove 
priced,  vacuum.  If  the  prospe 
gagged  on  the  price,  she  would  1 
offered  a  generous  trade-in  c 
her  old  machine — which  wei 
promptly  into  a  trash  pile. 

The  company  thrived — esp 
cially  its  Swedish  parent,  whic 
was  founded  in  1919  and  set  up 
U.S.  affiliate  five  years  later.  (Tl 
Swedish  parent  cut  its  ownersh 
in  the  U.S.  operation  in  1928 
The  Swedish  outfit,  now  knov^ 
as  AB  Electrolux  Group,  wisely  d 
versified  away  ft-om  vacuums  an 
traveling  salesmen.  Last  year 
pulled  in  sales  of  $13  billion  (1 
everything  from  refrigerators 
chain  saws. 

The  U.S.  stepchild,  in  col 
trast,  was  mired  in  the  past  ar 
came  close  to  suffering  the  san 
fate  as  the  milkman  and  tl 
Fuller  Brush  salesman.  It  bela 
edly  made  its  products  availah 
to  department  stores  in  1986,  b] 
the  move  backfired.  It  spooki 
the  company's  door-to-door  vel 
dors,  and  within  two  years  son 
30,000  bolted.  The  company 
revenue  shriveled  by  45%, 
$185  million  in  1989. 

In  1998  Dallas  buyout  firm  Engl 
Urso  FoUmer  Capital  Corp.  bougl 
the  American  Electrolux,  including  i 
factories  in  Bristol,  Va.  and  Pint 
Flats,  Tenn.,  from  Sara  Lee  (its  thei 
biggest  shareholder)  and  three  bani 
for  only  $55  million.  Urso,  now  4 
gave  up  his  investment  banking  job  I 
run  Electrolux  from  its  new  Dal 
headquarters. 
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Yeah,  like  you've  got  time  to  drive  to  our  store. 
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Luckily,  there's  Kinko's  Pickup  and  Delivery  Service. 


E  PICKUP  AND  DELIVERY  SERVICE.  Now  you  can  get  a  little  more  sleep.  Perhaps  a 
four  hours.  To  have  a  Kinko's  representative  pick  up  your  hard  copies  or  digital  files  and 
er  the  finished  documents  right  to  your  doorstep,  call  1-800-2-KINKOS.   |f  ||||fQ'SV 


we're  doing  more. 


RS,  SIGNS  &  BANNERS  •  FULL-COLOR  COPIES  •  VOLUME  PRICING  •  DIGITAL  PRINTING  •  BINDING  •  TABS 
Open  24  hours  •  www. kinko^. com  •  America  Qrrlifie  Keyword:  Kinko's  •  1-800-2-KINKOS  ■  , 


/ices  and  hours 
ntures,  Inc.  and 


vary  by  location  See  store  for  details.  Minimum  order  may  apply.  America  Online  is  a  registered  trademark  of  America  Online,  Inc.  Kinko's  and  we're  doing  more  are  propnetary  marks 
are  used  by  permission,  ©2001  Kinko's.  Inc.  All  rights  reserved. 


Most  of  the  purchase  price  was  bor-. 
rowed  money.  To  liquidate  the  debt, 
Urso  last  year  sold  his  most  valuable 
asset — the  right  to  use  the  name  Elec- 
trolux.  The  Swedish  operation  paid  $50 
million  to  use  the  brand  in  North 
America  beginning  in  2004.  That  gave 
Urso  four  years  to  wean  his  company 
from  its  original  name.  During  the 
transition  the  private  company  will  be 
called  Aerus  Electrolux. 

So  far,  so  good.  Aerus  earned  $3 
million  pretax  last  year  on  $236  mil- 
lion in  revenue  (excluding  the  name 
sale).  Eighty  percent  of  that  came  from 
vacuum  cleaners.  But  now  Urso  is 
shifting  emphasis  from  cleanliness  to 
karma,  introducing  full-spectrum 
lighting  (using  natural  wavelengths), 
antiallergy  bedding,  bottled  water,  aro- 
matherapy oils  and  air  purifiers.  By 
2003  half  the  products  will  be  out- 
sourced in  Europe,  30%  in  the  Far  East 
and  20%  in  the  U.S. 

The  product  line  is  New  Age,  but 
the  selling  method  is  mostly  old- 
school.  Urso  is  keeping  the  20,000- 
person  direct  sales  force,  most  of  them 
(like  Amway  or  Avon  vendors)  part- 
timers.  Urso  has  boosted  their  average 
commission  from  22%  in  1998  to 
27%,  which  means  they  average 
$2,500  apiece  in  gross  profit.  He  is  also 
keeping  644  company-owned  stores, 
three-quarters  of  which  are  profitable, 
and  selling  on  the  Internet. 

To  spread  the  word  about  the  com- 
pany's new  incarnation,  Urso  will 
spend  $5  million  over  the  next  12 
months  on  network  TV  ads  and  in 
magazines  like  Good  Housekeeping.  He 
will  showcase  his  wares  on  QVC  and 
continue  the  Electrolux  tradition  of 
demonstrating  products  at  state  fairs 
and  in  malls. 

Here's  something  else  that  Urso  is 
keeping:  premium  prices.  That  air  pu- 
rifier will  run  you  $700.  If  you  gag,  the 
salesman  will  explain  how  the  ma- 
chine uses  ionization,  mechanical  fil- 
tration and  sterilization  to  kill  toxic 
molds.  But  maybe  you  can  talk  him 
into  giving  you  a  trade-in  on  your  last 
purifier.  f 
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Flush  with  blush:  Blodgett  shares  cosmetics  tips  with  QVC  host  Lisa  Robertson. 

WHAT  WOMEN  WANT 

Leslie  Blodgett  uses  QVC  to  sell  cosmetics— and  to  reach 
out  to  customers  who  tell  her  what  sells  and  what  doesn't 


BY  ERIKA  BROWN 

LESLIE  BLODGETT  LOVES  THE  3  MIL- 
lion  or  so  women  who  tune  in  to 
her  program  on  QVC  every  other 
month.  And  not  just  because  they  buy 
up  to  $1  million  worth  of  eyeliner, 
blush  and  lipstick  during  her  shows — 
nearly  a  quarter  of  the  expected  $30 
million  in  sales  this  year  for  her  Bare 
Escentuals.  Cosmetic 
groupies  are  also  guinea 
pigs  for  new  products. 

They  are  women  like 
43-year-old  Christa  Con- 
ner in  Maui,  who  invites 
friends  over  to  watch 
Blodgett's  show.  Credit 
cards  and  cell  phones  in 
hand,  they  sit  on  her  liv- 
ing room  floor  hoping  to 
get  through  the  busy 
phone  lines.  Conner  has 
chatted  with  Blodgett  five 
times  on  the  air. 

In  another  on-air  call,  Blodgett,  38, 
asked  a  viewer  what  she  didn't  like 
about  Bare  Escentuals.  Answer:  eye 
shadow  sparkles  that  fall  out  of  the  con- 
tainer. Blodgett  is  looking  into  a  filter 
that  prevents  spillage.  "Leslie  wants  to 
know  what  touches  the  customer.  If 
they're  not  satisfied,  she  wants  to  know 
why,"  says  Conner.  Blodgett's  fans  saved 
her  from  launching  a  perfume  they 
hated.  "If  they  don't  like  it,  we  won't 


HER  FANS 
SAVED  HER 
FROM 

LAUNCHING 
A  PERFUME 

lUEIMEED 


launch  it,"  says  Blodgett. 

Conner  is  one  of  1,000  womt 
Blodgett  contacts  by  phone  and  onli 
when  considering  a  new  line.  She  h 
met  many  requests,  including  revivii 
discontinued  cosmetics. 

Customer  ideas  can  turn  into  b 
sellers.  Last  fall  a  woman  asked  foi 
travel-size  brush  kit.  Blodgett  check) 
it  out  with  ten  oth 
fans  before  going  ahea 
Six  months  later 
sold  $67,000  of  the  kl 
per  minute  on  air.  Ci 
tomer  suggestions  3 
also  responsible  for  oi 
of  the  company's  m( 
popular  lipsticks  anc 
self-tanning  lotion 

"I've  seen  the  'ivc 
tower'  thing  at  big  con 
panics,  and  I  won't  < 
that,"  says  Blodgett,  v/\ 
worked  in  product  development  a 
marketing  at  Max  Factor  and  Neutit 
gena  before  joining  Bare  Escentualsi 
1994.  "They  ruin  brands  because  tij 
are  so  far  away  from  the  customer." 

Blodgett  seems  to  have  the  grow 
factor  figured  out,  selling  through 
boutiques  and  100  Ulta  beauty  sup| 
oudets  nationwide.  Keeping  in  cont 
is  tougher.  Customers  are  already  col 
plaining  that  their  e-mails  go  unaj 
swered  for  several  weeks. 


•oco 


no 


'NEVER" 


"WON'T  WORK" 
"That's  dumb" 

"iVo  way'' 
'  Give  up  ' 

"Impossible" 


Ahh;  music  to  our  ears. 

At  Conoco,  we  love  a  good  challenge.  We  pride  ourselves  on  making  the  impossible  possible. 
We  are  the  first  energy  company  to  build  ultra-deepwater  drillships.  The  first  to  convert  our  entire 
fleet  to  double-hulled  tankers.  The  only  one  to  create  a  coking  technology  that's  been  licensed  by 
one-third  of  our  competitors.  We're  Conoco.  The  bigger  the  challenge,  the  bigger  the  innovation. 


(conoco) 

Thini<  big.  Move  fast. 


www.conoco.com 


ghts  Reserved. 


Larry  Smarr  supercharged  the  Internet.  Now  he  wants  to  make  it  ubiquitous. 


LAWRENCE  SMARR  INHABITS 
the  ivory  tower,  yet  he 
helped  create  underpin- 
nings of  the  Internet,  the 
World  Wide  Web  and 
Netscape.  Now  he  wants  to 
spend  up  to  $500  million 
over  five  years  to  create  the  fixture. 

Working  out  of  the  University  of 
California,  San  Diego,  Smarr  is  con- 
structing a  campus  full  of  high-speed 
wireless  connections,  supercomputers, 
nanotechnology  labs  and  wall-size  flat- 


panel  screens.  The  idea  is  to  build  the 
high-tech  environment  most  of  the 
world  won't  see  for  another  decade  and 
watch  it  generate  new  discoveries,  de- 
mands and  disciplines. 

"There  can't  be  many  other  build- 
ings in  the  country  with  nanotech  clean 
rooms  on  one  side  and  high-end  virtual 
reality  studios  on  the  other,"  says  Smarr 
from  his  hilltop  offices.  "We  want  to  get 
an  integrated  version  of  the  largest 
computing  cluster  and  live  in  it." 

Smarr  formed  the  California  Insti- 


tute for  Telecommunications  &  Infoi 
mation  Technology  a  year  ago,  as  on 
of  the  worst-ever  tech  depressions  w£ 
settling  in.  But  he  insists  now  is  th 
perfect  time  to  press  on  and  decid 
how  to  build  even  more  powerfi 
technologies. 

The  Net  has  long  been  a  network  ( 
networks,  linking  desktop  computer 
servers  and  mainframes.  Smarr  wants  t 
strengthen  those  connections  to  create 
dynamic  global  computer — a  kind  ( 
Ubiquinet,  if  you  will — by  adding  mi 
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THE  INTERNET 


>ns  of  sensors  on  Earth,  in  space  and 
en  inside  us  to  provide  a  rich  and  con- 
luous  information  flow.  "We'll  dis- 
iver  patterns  all  over  the  place  you 
;ver  knew  were  there — how  traffic 
)rks,  how  flu  moves  through  a  popu- 
:ion,"  he  says. 

Even  before  construction  begins  next 
ar  on  the  institute's  main  building, 
tiarr  has  raised  $100  million  from  the 
ite,  its  university  system  and  50  firms, 
eluding  Ericsson,  Qualcomm,  Broad- 
m  and  Applied  Micro  Circuits.  The 
oject,  run  by  UCSD  and  UC  Irvine, 
omises  donors  an  early  peek  at  success- 
[  technologies,  with  an  option  to  buy. 

Then  again,  Smarr  could  be  chairing 
5500  million  belly  flop.  Publicly  funded 
ojects  to  create  new  technologies  are 
uaUy  ineffective  compared  with  mar- 
t-driven ventures.  "Federal  labs  such 
Argonne  and  Los  Alamos  do  great  sci- 
ce  but  have  been  less  successful  at  de- 
loping  commercial  projects,"  says  Paul 
3rn,  IBM's  research  chief 

But  Smarr  is  an  academic  who  has 
nned  successfully  for  gold.  A  florist's 
n  from  Missouri,  Smarr,  53,  is  an  en- 
neering  professor  who  cofounded  the 
itional  Center  for  Supercomputing 
)plications  at  the  University  of  Illinois 


"WE  WANT  TO  GET 
THE  LARGEST 
COMPUTING  CLUSTER, 
AND  LIVE  IN  IT " 

ing,  'Are  there  waves  of  technology  to 
come?'"  The  big  changes  ahead,  he 
says,  will  come  from  the  wireless  Web 
touching  everything  from  computers  to 
cars;  broadband  connections  every- 
where; and  lots  of  fast  optical  links 
among  big  computers. 

Smarr  has  already  drawn  on  a  net- 
work of  area  schools,  institutes  and 
businesses  to  get  things  started.  He  re- 
cently scored  $20  million  from  the  Na- 
tional Institutes  of  Health  to  combine 
magnetic  resonance  imaging  data 
among  machines  at  UCSD,  Duke  and 
Harvard.  MRI  data  have  been  keyed  to 
single  machines,  making  it  hard  to 
merge  the  results  from  one  study  with 
those  at  another  lab.  With  such  ma- 
chines networked,  Alzheimer's  disease 
researchers  hope  to  speed  work  toward 
a  cure,  using  the  San  Diego  Supercom- 
puter Center  and  its  affiliates. 


Defense  and  national  security  agencies 
are  already  interested. 

Such  projects  will  throw  off  huge 
amounts  of  data,  and  one  aim  of  the  in- 
stitute is  to  develop  the  large-scale  data- 
base management  tools  required  to  syn- 
thesize and  use  all  that  information. 
Smarr  is  forging  fiber  links  among  com- 
puters at  Urbana-Champaign,  San  Diego, 
CalTech  and  Argonne  National  Labora- 
tory in  Illinois  to  form  a  "TeraGrid,"  ca- 
pable of  performing  13.5  trillion  opera- 
tions per  second,  as  powerflil  as  13,000 
desktop  computers. 

Even  if  the  computers  can  handle 
the  raw  data,  people  must  make  sense 
of  it  all.  Smarr  wants  to  find  new  ways 
to  visualize  data.  Down  the  road  from 
UCSD,  30-foot  screens  at  the  Scripps 
Institution  of  Oceanography  project 
geomorphic  data  obtained  from  radar, 
sonar  and  satellites,  combined  into  a 
single  3-D  image.  Using  a  joystick,  a 
geographer  can  float  above  the  Earth, 
then  zoom  in  on  the  bottom  of  Lake 
Tahoe,  with  no  loss  of  detail.  Possible 
applications  here  include  ore  and  oil 
exploration,  as  well  as  better  steering 
mechanisms  for  cruise  missiles  or  re- 
mote-control robots. 

With  a  project  this  big,  the  most  in- 


rotally  Wired  U. 

)  see  where  technology  will  take  us  tomorrow,  enroll  at  UC  San  Diego  today.  \  by  quentin  hardy 


Urbana-Champaign  in  1985.  The  In- 
rnet's  earliest  development  stretched 
ick  to  1969,  but  Smarr  helped  speed 
i  development  by  building  the  Na- 
)nal  Science  Foundation's  fiber  back- 
)ne.  He  also  oversaw  the  development 
NCSA  Mosaic — the  Web  browser  that 
i  to  Netscape  Navigator — as  well  as 
e  popular  open-source  server  soft- 
ire  known  as  Apache. 

Smarr  was  headed  back  to  teaching 
len  he  got  a  call  from  UCSD  about 
irting  the  new  institute.  "I  was  think- 


Smarr  is  filling  a  nature  reserve  at 
UC  Irvine  with  sensors  to  transmit  en- 
vironmental data  to  San  Diego  super- 
computers, which  are  modeling 
weather  patterns,  seismic  activity  and 
behavior  of  animal  populations.  Spher- 
ical video  cameras  record  360-degree 
views  of  the  1 7,000-student  school.  Any 
part  of  the  round  images  can  be  made 
into  a  two-dimensional  view,  while  pro- 
grams find  and  match  faces  with  stored 
video  images.  With  the  war  on  terror- 
ism in  full  swing,  the  Department  of 


teresting  results  may  be  unintentional — 
and  completely  unknown  at  this  point. 
That's  the  idea.  "I  showed  50  chief  exec- 
utives Mosaic  in  1994,  and  they  told  me 
it  had  no  business  use,"  Smarr  says. 

Since  those  days.  Web-related  firms 
have  had  a  market  cap  as  high  as  $395 
billion,  before  crashing  to  $44  billion, 
lately  rising  about  30%  from  the  low.  In 
all,  substantial  wealth  creation  and,  in 
Smarr's  view,  a  big  success  for  the  re- 
sults of  advanced  research.  "If  I  see  that 
again  here,  I'll  be  happy."  F 
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Strotcli-and-squish  niaylioin:  When  Violot.  a  demon  driver  ni  Ccl  Damage,  swings  her  lethal  bat,  physics  makes  the  car  wind  up,  too. 


Physical 
Comedy 

Ka-pow!  Crash!  Creating  cool 
carnage  in  a  videogame  is 
a  matter  of  the  right  physics. 


BY  GHANA  R. SCHOENBERGER 

IN  riir  Ki'Ai  woKi  n  a  whaiini; 
liiirpoon  wouldn't  be  heavy  enough 
[o  impale  a  speeding  car  and  slam  it 
into  the  side  of  a  clif  l,  deforming  it  into 
a  sausage  shaped  b\oh  hi  IXivid  Wu's 
warped  world  oi  videi>games,  this  kind 
ol  1  ooney  limes  mayliem  is  common- 
place anil  carefully  orchestrated,  owing 
its  visual  appeal  to  subtle  tweaking  of 
Isa.ic  Newton's  laws. 

The  .!7-vear-old  \Vu  is  presi- 
dent and  toimder  of  Pseutio  In 
teractive,  a  Toronto-based  game 
developer  about  to  release  its 
first  title  iust  in  time  for  the 
Nov.  \^  launch  of  Micrt\soft"s 
both  hvped  \bo\  con.sole.  CV 
1  )amage,  as  Tseudi^'s  vehicular 
combat  game  is  called,  is  the 
result  of  six  wars  of  \vi">rk  on 
software  that  translates  the 
laws  of'  physics — gravity,  ac 
celeration,  mass,  density — 
into  the  fast -paced  capers  of 
animated  maniacs.  When  a 
car  smashes  another,  its 
chassis  ci^llapscs  b\  the  pie- 
ci.se  amount  needed  for  the 
collision  to  look  as  real  .is  .i 
cartoon  can. 

"Phvsics  underlies  tho 
nuvlianics  of  the  game  pl.n. 
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A  good  physics  model  makes  the  game 
fun,"  Wu  .says. 

Videogame  designers  ofien  pay  lip 
.service  ht  the  laws  of  physics,  lavishing 
attention  on  the  main  characters  but 
dealing  only  cosmetically  with  sec- 
ondary motion,  like  the  snow  that  falls 
to  the  ground  when  one  character 
slams  another  into  a  tree  trunk.  Few  de- 
velopers attempt  to  abide  by  an  all-en- 
ct>mpa.ssing  .set  of  equations  governing 
a  game  and  every  piece  of  steel,  wood 
or  rock  in  it.  This  requires  graduate- 
level  physics  and  mathematics,  becau.se 
the  formulas  have  to  work  together. 

"It's  really  hard.  Steel  needs  to  work 
and  behax  e  like  steel, "  .s.i)'s  Seamus  Black- 
lev,  a  noted  game  physicist  who  is  Mi- 
cro.solt\s  chief  technical  officer  for  Xbox. 

Wii  wrote  a  "physics  engine,"  soft- 
ware that  automatically  applies  any 
range  of  ma.ss,  volume  and  other  phys- 
ical properties  to  computer  drawings.  It 


lets  an  artist  view,  immediately  oi| 
screen,  the  effect  of  making  a  car  lightej 
or  heavier.  To  break  the  rules,  you  gotli 
know  'em:  Once  objects  are  anchored 
to  rigid  Newtonian  principles,  the  proi 
grammers  are  free  to  mess  with  th 
variables  at  will  to  boost  the  fun  factou 
When  designing  the  whaling  har 
peon,  for  instance,  Pseudo's  artists  anj 
programmers  fiddled  with  how  mucl 
gravity  to  apply  to  the  projectile  so 
would  do  the  most  damage.  At  norma 
gravity  the  harpoon  made  an  ar 
through  the  air.  Fine,  but  at  zero  gravit 
it  tlew  straight  in  cartoon  fashion, 
niiike  the  harpoon  pierce  steel  and  kee 
going,  they  gave  it  a  ma.ss  of  282  pounc 
and  a  velocity  of  22  miles  an  hour. 

They  also  altered  the  physics  of  ai 
oil-can  bomb  filled  with  nuclear-wasi 
sludge.  By  moving  the  can's  center 
gravity  to  the  bottom,  the  can  alwa 
lands  fuse-side  up  when  tosse< 
Grenades  were  subjected  to  two  and 
half  times  normal  gravi 
so  they  would  fall  faster. 

Wu  started  thinkir 
about  physics  and  vide 
games    while  buildiil 
computer  models  for  higl 
resolution  cameras  at  Im 
Corp.  in  Toronto.  In  19? 
the  University  of  Toron 
computer-engineering  gr 
created  a  simple  comput 
g.ime  involving  pelting  a  r 
doll  with  balls.  The  rue 
mentary  program  caught  t 
eye  of  Origin  Systems 
.\ustin,  Tex.,  developer 
NVing  Commander  .uid  oth 
games.  Origin  poached  Wu 

David  Wu.  Twisted  heir  to 
Sir  Isaac,  has  a  hot  game  for  Xbi 


RETURN     ON  COMMUNICATIONS 


ORDERLY  NETWORK 

MIGRATION 


The  need  to  move  to  a  new  environment. 

Chances  are,  your  business  has  changed  since  your 
networks  were  deployed.  You  may  have  implemented 
new  applications.  Experienced  exceptional  growth. 
Maybe  you  re-organized  or  merged.  Whatever 
changes  you  may  have  experienced,  you  can  take 
your  networks  where  they  need  to  go  with  AT&T's 
unique  combination  of  Skill,  Scale  and  Scope. 

The  skill  to  deliver  effective  solutions. 

With  thousands  of  experienced  network  professionals, 
AT&T  can  support  your  move  to  a  next  generation 
network, 

►  Proven  systems  and  processes 

►  Leading  expertise  in  security  and  continuity 

►  World-class  Service 
Level  Agreements  iT^. 


The  scale  to  implement  globally. 

When  your  company's  solution  is  ready  to  fly,  it  can 

fly  virtually  everywhere. 

^  Scalable  innovations 

^  Industry-leading  global  IP  backbone 

^  Access  from  850  cities  worldwide 

The  scope  to  maximize  your  return. 

AT&T  has  a  wide  range  of  technologies,  services 
and  best-of-breed  partners  to  help  you  manage 
complexity  and  change. 
►  Connectivity  services 
^  Hosting  services 
^  Managed  services 

It  can  all  add  up  to  a  soaring  return  on  your 
communications  investment. 


^Call  ATfifT  toll  free  at 
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^       I  866  329-1736  or  visit  us  at 
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1996,  but  after  a  year  he  itched  to  run 
his  own  shop  and  returned  to  Toronto 
to  start  Pseudo  with  two  grad  school 
buddies,  Richard  Hihner  and  Daniel 
Posner.  The  three  still  own  all  the  equity 
in  the  18-employee  studio. 

The  trio  had  their  first  success  in  late 

1997,  when  a  Microsoft  executive  saw 
Pseudo's  physics  engine  at  a  conference 
and  signed  the  team  to  develop  PC 
games.  None  were  ever  published.  In 
1999  Microsoft  asked  Pseudo  to  design 
a  cartoon  game  called  Cartoon  Mayhem 
for  its  upcoming  Xbox  and  advanced 
Pseudo  $1.5  million  for  initial  develop- 
ment. Microsoft  soured  on  the  idea  by 

SPACE 


late  2000,  canceling  Pseudo's  project. 

With  no  contract,  no  backers  and 
just  $500,000  in  the  bank,  Wu  hit  the 
streets.  After  eight  sales  calls  he  signed 
up  Electronic  Arts  of  Redwood  City, 
Calif,  to  publish  the  game,  which  Wu 
had  renamed  Cel  Damage  for  its  eel- 
animation  style.  EA,  with  $1.6  billion  in 
annual  revenue,  hopes  to  break  into  car 
combat,  a  category  in  which  Sony's 
Twisted  Metal  titles  have  sold  4  million 
copies  since  1995.  "We  looked  at  the 
stretch-and-squish  physics  engine  they 
had,  and  you  don't  see  that  in  other 
games,"  says  Steven  Perkins  of  EA. 

Pseudo's  success  rides  on  Mi- 


crosoft's ability  to  sell  the  Xbox.  ft  plan? 
to  spend  $500  million  over  18  month; 
to  market  the  new  machine.  Wu  took  £ 
gamble:  By  funding  the  game  internalh 
and  forgoing  upfront  cash  from  EA 
Pseudo  will  reap  higher  per-game  roy 
alties  than  the  standard  $2  to  $6.  Thi 
first  receipts,  however,  will  go  to  re 
funding  Microsoft's  earlier  $1.5  millioi 
advance. 

Sequels  to  Cel  Damage  will  likel 
run  on  Nintendo  and  Sony  players  i: 
addition  to  the  Xbox.  Writing  a  new  ver 
sion  could  take  just  a  month,  since  75^ 
of  the  game's  code  is  reusable.  That  ide 
could  be  Wu's  best  one  yet.  I 


Cakes  in  Space  * 

There  may  be  no  need  to  bet  the  house  on  a  single  bird  again. 


BY  ERIKA  BROWN 

Scientists  at  NASA  have  blended  ideas  from  distributed 
computing  and  nanotechnology  to  stage  a  new  mission  . 
that  may  alter  the  course  of  the  space  program.  Dubbed 
"Nanosat  Constellation  Trailblazer,"  in  2004  the  project  will, 
launch  three  birthday-cake-size  satellites  to  study  the  myste-^ 
rious  magnetosphere.  One-fortieth  the  mass  of  traditional' 
payload-bearing  birds,  the  cakes  cost  only  $15  million  apiece, 
compared  with  $150  million  for  their  weightier  cousins.  They 
will  travel  for  six  months  in  a  synchronized  elliptical  orbit  as 


high  as  23,000  miles  above  Earth  (the  Space  Shuttle  hovers 
only  300  miles  high).  Their  job:  to  monitor  the  magnetosphere, 
a  layer  just  outside  the  atmosphere  shielding  the  Earth  from 
the  potentially  harmful  electromagnetic  radiation  of  the  sun.  * 
Each  satellite  is  packed  with  advanced  tech  aimed  at  testing 
key  concepts  of  smaller,  smarter  spacecraft. 

If  the  test  works,  NASA's  Goddard  Space  Flight  Center  will 
launch  a  lOO-nanosatellite  constellation  by  2010.  As  with  the 
distributed-computing  scheme  of  the  Internet,  redundancy  is 
bliss:  If  one  unit  fails,  another  picks  up  the  slack.   .  F 


THERMAL  CONTROL 
A  panel  with  louvers  the 
size  of  a  human  hair  flip 
open  and  closed  to 
absorb  or  reflect  solar 
heat  to  regulate  the 
unit's  temperature. 


SOLAR  PANELS 
provide  20  watts  of 
solar  power  while  the 
battery  recharges. 


RADIO  ANTENNA  communicates  among 
satellites  and  measures  distance  between 
them.  GPS  figures  where  they  are  in  space. 

INSIDE 

Rechiargeable  lithium-ion  batteries,  the  first 
in  space,  provide  60  watts  of  power.  A  chip 
in  the  radio  transmitter  uses  only  a  half-vbit 
of  energy,  compared  with  I.I  volts  for  Intel's 
thriftiest  Pentium  III. 


.  Now  imagine  there  are 
40,000  people  in  the 
boat.  Or  400,000.  How  do 
you  keep  your  employees 
pulling  in  the  same 
direction?  Especially  in 
difficult  economic  times, 
when  it  takes  greater 
effort  and  efficiency  to 
ensure  the  highest  level  of 
customer  satisfaction.  At 
Siebel,  we've  created 
Employee  Relationship 
Management  software. 
It  gives  your  employees 
instant  access  to  the 
company's  knowledge  and 
information.  People 
can  share  data  and  tactics. 
Make  smarter  decisions. 
And  produce  better 
results  for  your  customers. 
Now  even  the  biggest 
worldwide  corporation 
can  work  the  way  it  needs 
to  work.  As  one. 

SIEIBEIL 

Good  service 
is  good  business. 


www.siebel.com  1-800-356-3321 


aLIsaisLBy^Stephen  Manes 


Two-Fisted  Communicator 


CELI  I'HONES  WITH  FULI.-FLEDGED  BUILT-IN  ORGA- 
nizers  have  traditionally  been  big  and  expensive.  At 
$500,  Samsung's  new  1300  will  not  attract  bargain 
hunters,  but  it  does  cram  a  Palm  handheld  into  <i 
soap-bar-size  cell  phone  about  three-quarters  as  big 
as  Kyocera's  very  nice  Smartphone.  It  even  has  a  color  screen. 

The  1300  uses  CDMA  digital  networks — Sprint's  for 
now — and  can  fall  back  to  analog  mode.  It  lets  you  desig- 
nate 20  numbers  to  dial  by  voice  in  reasonably  quiet  settings, 
and  it  includes  a  decent  speakerphone.  A  dim  gray  LCD  on 
the  top  edge  shows  time  of  day  and  network  availability;  on 
incoming  calls,  it  lights  up  and  displays  caller  ID  info. 

The  strong  backlight  made  the  smallish  main  screen 
quite  readable  even  in  the  brightest  sunlight  I  could  find  in 
Seattle.  Though  it  boasts  160-by-240  pixels  rather  than  the 
traditional  Palm  160-by-160,  the  extra  pixels  usually  display 
a  Graffiti  handwriting  area.  But  applications  like  the  on- 
screen phone  keypad  (though  not  the  virtual  keyboard)  do 
take  advantage  of  the  additional  room. 

Cell  phones  are  designed  for  one-handed  operation. 
With  this  one  you  have  to  use  both  hands  far  too 
often.  Accessing  common  items  like  a  list  of  incom- 
ing calls  often  requires  poking  tiny  icons  and  menus. 
Though  you  can  use  the  phone's  buttons  to  scroll  through 
your  address  book  and  select  numbers,  you  quickly  come 
to  long  for  more  ways  to  avoid  reaching  for  the  stylus. 

The  1300  comes  with  two  browsers,  one  WAP-only  and 
one  designed  for  Web  siteseeing  in  color.  They  work  well, 
given  slow  connections  and  the  limitations  of  the  screen. 
But  the  package  inexplicably  lacks  an  e-mail  client. 
To  get  and  send  mail  directly,  you  have  to  use 
Web-based  services  or  find  and  download 
software  such  as  Eudora. 

The  phone  comes  with  an  extra  bat- 
tery, and  the  synch  cradle  has  a  handy 
extra  slot  to  charge  it,  but  the  cradle  has 
an  old-fashioned  serial  connector  rather 
than  the  friendlier  USB.  Though  some 
phones  can  serve  as  PC  modems  through  an 
infrared  connection,  this  one  does  the  job  only 
with  a  special  cable.  Continuing  a  depressing 
trend,  the  300-page  manual  is  supplied  only  on  CD 
and  fails  even  to  mention  the  included  Web  browser  or 
game  software. 

Options  like  outboard  keyboards  may  have  to  wait;  the 


When  you  cram 
a  Palm  and  a  phone 
into  one  small 
package, expect  a 
few  compromises. 


I300's  connector  is  differer 
from  the  ones  on  every  oth< 
Palm  device.  But  the  odde: 
aspect  of  the  unit  may  be  i 
unprotected  display.  A  thici 
clumsy  leather  case  com< 
with  the  unit,  but  tossing  th 
thing  naked  into  your  pock 
or  purse  could  be  hazardoi 
to  your  screen. 

Handspring  will  addre 
that  issue  in  the  three  Pain 
phone  combos  it  has  ar 
nounced  under  the  Tre 
name.  A  color-screen  mod 
promised  for  "mid-2002"  w: 
sell  for  $600;  two  monc 
chrome  units,  one  with  Gra 
fiti  recognition  and  one  wil 
a  built-in  thumb-typing  ke* 
board,  will  cost  $400  eac 
when  they  arrive  earlier  ne 
year.  Dual-band  GSM  phone 
they  will  be  usable  in  many  countries  of  the  world 
well  as  the  U.S.,  and  will  be  upgradable  to  the  GPl 
packet-based  data  system  that  is  beginning  ■ 
roll  out  worldwide.  They  should  be  abo 
10%  less  bulky  than  the  1300. 

I've  played  only  v^th  prototypes,  b 
I  do  like  that  keyboard  and  am  eve 
fonder  of  the  transparent-windo 
flip  cover  that  protects  the  scree 
when  you  stick  the  thing 
your  pocket.  Samsung  eng 
neers,     take  note: 
clamshell  is  useful  insu 
ance    when  you' 
shelling   out  th 
many  clams. 

Samsung  130* 
puts  a  Palm 
and  a  phor 
in  just  01 
pockE 
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decades.  Find ; 


Stephiiii ?nes  (steve@cranky.com),  cohost  of  Digital 
Duo,  has  ^  ^^n  ccvering  lechnologv  for  nearly  two 

■mi  col',!mr.$  at  www.;  '•'ss.co'.n/manss. 


Add  color. 
Reach  people. 

Adding  color  makes  a  business  presentation  come  alive. 
It  helps  connect  people  and  ideas.  That's  the  power  of  color. 
And  that's  the  power  you  get  from  the  Sharp  AR-C160  Digital  Color  Imager. 
It's  like  having  direct  access  to  a  color  copying  center  nght  from  your  desktop. 
Only  there's  no  waiting.  No  overpayment.  Just  quick,  easy,  eye-catching  color 
communications.  For  presentations.  For  proposals.  For  any  color  document 
you  need  to  output  or  duplicate,  our  latest  Digital  Imager  is  an  original. 
Incredibly  efficient.  Remarkably  reliable.  It  can  even  grow  with  your  business. 
All  at  a  price  you  can  afford. 

So,  are  you  ready  to  connect?  ^|H^ 


Connect  your  business  through  the 
power  of  color.  Visit  our  website  today 
for  an  authorized  Sharp  dealer  near  you. 


www.sharp-usa.com 


NTT 

Do  Co^Mo 


Beyond  The  Mobile  frontier 


A  CELL  PHONE  PEOPLE 
DON'T  JUST  TALK  ON 


Mobile  Baiiking 

le  Banking  High  Speed  Access  Pack; 


QO  mT.iIOI 


(0909)  XX  Trading 
TSE  09:00   .   .  . 


'  DLJd/recf  SFG  Securities  Inc. 


27  MILLION  JAPANESE 
SUBSCRIBERS 


THE  BRAND  NEW 

www.nttdocomo.com 

To  learn  more  about  Japan's  leading  mobile  communications 
company,  visit  our  brand  new  website.  Launching  00:00  GMT,  November  1,  2001 


F  0  r  a  border*  ess  world. 


NTT  DoCoMo,  Inc. 
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In  a  world  full  of  hate, 
John  Templeton  loves  his 
fellow  man,  yen  from  Japan, 
bonds  from  the  U.S. 
and  stocks  from  Korea. 

3Y  STEPHANE  FITCH 

THESE  ARE  GOOD  TIMES  FOR  A 
contrarian  investor  like  Sir 
John  Templeton.  "Maximum 
pessimism"  is  what  he  looks 
for,  and  in  his  88  years  he  has 
riumphantly  exploited  a  lot  of  it.  Al- 
hough  he  sold  his  mutual  fund  empire 

0  Franklin  Resources  in  1992  to  devote 
nost  of  his  energy  to  religious  and 
|;haritable  pursuits,  the  value-minded 
"empleton  still  minds  his  personal 
!)ortfolio. 

1  Templeton's  method  is  to  calmly 
!  nd  methodically  delve  beneath  Wall 
I  treet's  gloom  for  the  real  value  of  an 

nderappreciated  gem  before  others 
^ake  up  to  it.  He  got  rich  buying  Ford 
iotor  when  the  automaker  seemed 
eaded  for  bankruptcy  in  1978,  pour- 
ig  money  into  Peru  when  it  was  still 
ivvash  in  communists  in  the  1980s  and 
sorting  dozens  of  technology  stocks  in 
000  when  they  were  still  strong 
■ORBES,  May  28). 

Now  the  threats  of  recession  and 
rrorism  have  created  more  opportu- 
ities  for  him. 

>  I  Nothing  much  rattles  the  Ten- 


nessee-born Templeton,  who  became 
a  British  subject  in  the  1970s  and  was 
knighted  in  1987.  Recently  one  evening 
he  chatted  with  us  at  his  relatively 
modest  home  on  the  Bahamian  island 
of  Nassau,  just  before  flying  to  Cleve- 
land for  a  heart  valve  replacement.  As 
he  sipped  a  Coca-Cola  the  deeply  reli- 
gious Templeton  expressed  no  ner- 
vousness about  the  upcoming  opera- 
tion that  would  require  his  heart  to  be 
stopped  for  two  hours.  (The  procedure 
was  an  apparent  success  and  he  has 
returned  home.) 

Ever  the  contrarian,  he  doesn't  hate 
tlie  Sept.  1 1  hijackers.  "For  80  years  I've 
tried  to  train  myself  to  feel  unlimited 


love  for  every  human  being  on  Earth, 
with  never  any  exception,"  says  Tem- 
pleton, who  has  set  up  a  $250  million 
foundation  that  gives  lavishly  to  charity 
and  academic  studies  of  spirituality, 
love  and  forgiveness.  If  Osama  bin 
Laden's  people  were  behind  the  attacks, 
perhaps  they  should  be  executed,  but 
we  should  pray  for  them  nonetheless, 
he  believes.  Templeton  is  troubled  by 
the  U.S.  bombing  in  Afghanistan. 

Unlimited  love  or  no,  the  capitalist 
in  Templeton  quickly  grabbed  un- 
wanted airline  stocks  once  the  markets 
reopened  on  Sept.  17.  Anticipating  a 
panicked  selloff,  Templeton  developed 
a  list  of  eight  stocks  that  had  already 
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been  priced  at  low  multiples  to  their 
earnings,  and  put  in  orders  to  buy  any 
that  plunged  50%  or  more.  "These 
weren't  sizable  bets — a  half-million 
dollars  each,"  he  says. 

He  ended  up  with  three:  American 
Airlines  owner  AMR,  US  Airways  Group 
and  Continental  Airlines.  Congress  and 
the  White  House  then  channeled  fed- 
eral money  to  bail  out  the  airlines,  and 
the  stocks  have  risen  from  their  lows  by 
17%,  23%  and  37%,  respectively. 
Should  the  rest  of  us  jump  in?  "Too 
late,"  says  Templeton,  although  he  aims 
to  hold  on  to  these  until  gloom  around 
the  stocks  lets  up  and  investors  return 
to  them.  "Six  months,"  he  figures. 

So  what's  next  for  him?  Long  Trea- 
sury Strips,  the  concentrated-risk  ver- 
sion of  government  debt  issues.  Strips 
are  what  you  get  when  you  carve  a 
long-term  Treasury  bond  into  pieces. 
They  are  tickets  that  entitle  the  holder 
to  collect  a  certain  sum  from  the  U.S. 
Treasury  on  a  certain  day  in  the  future. 
In  the  meantime,  they  pay  no  cash  in- 
terest. The  30-year  Strip,  for  example,  is 
priced  at  20  cents  on  the  dollar,  so  that 
it  yields  an  annual  return  of  5.6%, 
compounded  semiannually. 

So  Templeton  wants  to  have  spend- 
ing money  on  hand  in  203 1 ,  when  he  is 
118?  No,  he's  just  speculating.  If  long- 

Emerging  Opportunities 


term  interest  rates  decline,  as  he  predicts, 
then  these  Strips  will  shoot  up  in  price. 
If  the  yield  falls  by  a  percentage  point  to 
4.6%  three  years  hence,  the  Strip  ma- 
turing in  2031  will  be  worth  30.4  cents 
ort  the  dollar,  50%  more  than  what  you 
pay  now.  Of  course,  rates  could  go  up 
anci  the  price  would  collapse. 

The  bearish  Templeton  thinks  the 
economy  won't  grow  as  quickly  in  the 
next  decade  as  it  has  in  the  last  one. 
That  stagnation  will  hold  inflation 
down  and  slam  the  stock  market  even 
more.  Once  investors  wise  up,  he  says, 
they'll  crowd  into  nice  safe  Treasurys, 
bringing  rates  down. 

This  longtime  advocate  of  interna- 
tional investing  doesn't  stop  at  the  U.S. 
border.  He  urges  buying  Canadian 
Strips,  even  more  unloved  than  U.S. 
Strips,  hence  their  6%  yield.  Temple- 
ton's  not  concerned  that  the  Canadian 
dollar  might  weaken  significantly 
against  the  U.S.  dollar  and  eat  into  your 
return.  In  fact,  he's  so  comfortable  with 
the  low-risk  nature  of  Canadian  Strips, 
he  suggests  you  buy  them  on  margin — 
with  money  borrowed  from  Japan, 
which  is  lending  yen  at  an  interest  rate 
of  0.1%.  (Most  securities  firms  and  pri- 
vate-banking arms  of  retail  banks  can 
arrange  this  loan.) 

"Naturally,  buying  anything  on  mar- 


Templeton  invests  in  emerging  markets  via  mutual  funds  like  these,  whose  stocks 
sport  low  price/earnings  ratios.  While  beaten  up  now,  they  will  rise,  he  says. 


RETURN 

Annual 

Fund 

3-year 
annualized 

year 
to  date 

P/E 

expenses 
per  $100 

Delaware  Pooled  Emerging  Markets 

5.4% 

-9.0% 

9 

$1.17 

Dreyfus  Emerging  Markets 

12.9 

-12.4 

12 

1.85 

GMO  Evolving  Countries  III 

13.8 

-14.6 

14 

1.40 

Matthews  Korea 

31.1 

13.7 

11 

1.75 

MFS  Emerging  Markets  Equity  1 

0.6 

-25.2 

14 

1.74 

Mont^mery  Emerging  Maii(ets  R 

-3.0 

-26.4 

12 

1,90 

Pictet  Global  Emerging  Markets 

-1.4 

-20.9 

14 

1.70 

SEI  International  Emerging  Markets  A 

-0.4 

-22.6 

14 

1.96 

TCW  Galileo  Emerging  Markets  Equity  i 

4.1 

-29.8 

14 

1.47 

Vanguard  Emerging  Market  Stock  Jndex 

2.5 

-22.6 

14 

0.58 

Performance  through  Sep; 
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gin  is  risky,"  says  Templeton,  who  is  soi 
debt-averse  that  he  has  no  mortgage  on 
his  home  and  never  buys  stocks  on  mar- 
gin. But  the  opportunity  is  too  tempting 
to  pass  up,  so  he'll  take  the  gamble. 
"Since  these  are  government  bonds,  the 
danger  of  default  is  almost  zero,"  he  says. 
"The  main  risk  is  that  if  Japanese  money 
becomes  strong  against  the  Canadiarl 
dollar,  it  could  hurt  you."  And  how. 

Scared?  You  can  forget  the  margir 
play  and  instead  just  put  half  your  in- 
vestment portfolio  in  Strips  and  othei 
high-grade  Treasury  bonds,  says  Tem 
pleton,  leaving  the  other  half  in  stocks 
Put  only  a  small  amount  in  U.S.  equi  I 
ties,  he  says;  instead,  look  overseas— I 
and  not  just  in  Japan,  where  stocks  ar 
still  trading  at  an  average  of  33  time 
2001  earnings. 

Templeton's  list  of  markets  with  at 
tractive  price-earnings  ratios  isn't  lon§ 
It  includes  South  Korea,  where  stock 
trade  for  eight  times  2002  earnings,  in 
flation  is  subdued  and  interest-rate  cut 
are     sparking    strong  economi 
growth — 2.5%  this  year  and  5%  nex 
say  analysts  at  Newgate,  an  investmer 
manager  in  Greenwich,  Conn.  Anoth« 
buy  is  Thailand,  where  new  Prime  Mir 
ister  Thaksin  Shinawatra  recently  set  u 
a  special  government  trust  to  he 
banks  liquidate  bad  loans  and  raised  ii 
terest  rates  to  attract  foreign  capita 
which  Templeton  says  should  let  th 
Thais  achieve  a  projected  4%  econom 
growth  next  year.  The  stocks  in  Tha 
land's  SET  index  are  trading  at  an  ave 
age  of  17  times  2001  earnings  and 
times  2002  earnings. 

Even  at  these  low  price/earnings  r 
tios,  tread  carefully.  Recall  the  1997-! 
Asia  and  Russia  crises.  Things  are  bejfidui 
ter — but  far  from  perfect — in  emergii 
markets.  Picking  individual  stocks 
such  tricky  places  is  too  risky,  he  saysi 

A  better  move  is  to  invest  throu; 
mutual  funds  that  specialize  in  the 
areas  {see  table).  Templeton  looks  f 
those  with  the  lowest  P/Es.  The  great  i 
vestor's  research  is  as  simple  as  that.  1 
prefers  to  let  a  good  equities  expert  a 
good  fund  vet  the  actual  foreign  stoc 
"I  spend  95%  of  my  time  on  spiriti 
works,"  he  says. 
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Commerzbank's 

international  banking  and  finance 
capabilities  in  perspective 


Seeking  added  value  for  your 
investment  portfolio? 

Call  in  the  experts  from  Commerzbank. 


More  than  ever  before,  effective  asset  manage- 
ment depends  on  experienced  managers  with  the 
skills  and  resources  to  build  portfolios  in  line 
with  each  client's  specific  objectives. 

That  is  why  alert  institutional  investors  and  indi- 
viduals with  sizable  portfolios  are  turning  more 
and  more  to  Commerzbank,  one  of  Europe's  most 
prominent  financial  groups.  By  combining  on-the- 
spot  research  in  key  global  financial  centers  with 
a  multi-product,  multi-asset,  multi-investment 


approach,  our  portfolio  managers  have  the  capabilities 
to  bring  assets  into  an  optimally  weighted  balance  of 
risk  and  opportunity.  Added  value  is  a  logical  conse- 
quence of  this  time-tested  approach. 

When  you  work  with  Commerzbank,  you  benefit 
from  a  full  range  of  asset  management  products  and 
services,  26  operations  in  13  countries,  and  a  team 
of  value-driven  specialists  dedicated  to  building 
rewarding  long-term  client  relationships.  This  solid 
combination  is  a  core  strength  of  the  Group. 


EXCELLENCE  IN  RESEARCH 


An  integral  part  of  Cominerzbank's  international  experience  built  up  over  130  years  is  the  excellence 
of  the  Group's  research.  Both  the  quality  and  scope  of  our  research  are  recognized  by  policy  makers,  the  business  and  financial  community 
and  the  press  around  the  world.  For  more  information  about  Commerzbank's  broad  research  capabilities,  just  contact  us  in  Frankfurt 
(volkswirtschaft@commerzbank.com),  London  (comsec@commerzbankib.com},  Prague  (research@ccme.cz).  New  York  (cbmailbox@cbkna.com), 
Singapore  (Fax  +65  225  39  43),  or  Tokyo  (cbkjapan@gol.com).  Or  visit  our  website:  www.commerzbank.com 
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In  Their  Debt 

Buying  Covad's  distressed  bonds 
made  you  nice  cash  in  a  bankruptcy 
deal.  But  making  a  killing  on  other 
suffering  techs  is  a  long  shot. 
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BY  PHYLLIS  BERMAN 

[ATCHING  A  TROUBLED 
tech  company  burn 
through  its  cash,  raised 
in  the  late- 1990s  lush 
times,  gives  bondholders 
an  understandably  bad  feeling.  Most  of 
the  time  they  wait  on  the  sidelines 
for  the  inevitable  default,  hoping  to 
recoup,  in  bankruptcy  proceedings, 
some  scrap  of  their  investment. 
Not  so  the  bondholders  of  Santa 
Clara,  Calif.-based  Covad,  the 
largest  digital  subscriber  line  (dSL) 
provider  apart  from  the  Baby  Bells. 

Last  April  Covad's  bondholders 
threatened  to  sue  the  company  if  it 
didn't  quit  wasting  cash  and  re- 
structure. The  pressure  worked. 
Covad,  before  it  defaulted,  agreed 
to  give  these  creditors  a  cash  pay- 
out. The  firm  will  pay  bondholders 
a  decent  chunk  of  its  cash,  $283 
million,  plus  preferred  stock  con- 
vertible into  15%  of  the  reorga- 
nized company.  Covad  gets  to  retire 
$1.4  billion  in  debt — and  to  keep 
$240  million  in  cash.  With  the  deal 
sealed  beforehand,  Covad  filed  for 
Chapter  1 1  in  August  to  make  it  of- 
ficial and  receive  a  court's  sanction 
immunizing  it  from  other  in- 
vestor lawsuits.  It  expects  to 
emerge  from  bankruptcy  in 
January. 

So  everybody's  a  winner. 
Well,  maybe  not  the  poor  slobs 
who  bought  the  bonds  at  par. 
But  the  speculators,  who  got  in 
at  Covad's  lows  of  10  cents  on 
the  dollar  earlier  this  year,  are  in 
great  shape.  The  cash  settle- 
ment alone  is  worth  19  cents  to 
them,  or  a  90%  return. 

The  Covad  deal  has  been 
hailed  on  Wall  Street  as  the 
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model  for  ailing  tech  outfits 
that  are  living  off  their 
boom-time  cash.  Covad 
will  see  a  lot  of  imitators, 
says  Randall  Lambert,  a 
managing  director  at 
Chanin  Capital  Partners,  an 
investment  boutique  spe- 
cializing in  restructurings.  On  his  list 
are  such  coinpanies  as  Mpower,  an  In- 
ternet access  and  telephone  services 
provider  with  $308  million  in  cash,  and 
Equinix,  a  business-to-business  Net 
concern  that  has  $231  million  in  cash 
(see  table). 


CastiStasli 


The  four-star  risky  junk  play:  Can  restructuring  deals  let 
bondholders  dip  into  these  companies'  cash  hoards? 


Cash  and  cash  Book  value     Bond  price 


Company 

equivalents 
($inil) 

of  bonds 
($niil) 

(as%of 
par  value) 

Equinix 

$231 

$187 

NA 

Global  Crossing 

2,100 

4,422 

20% 

Globix 

196 

584 

20 

KMC  Telecom 

216 

736 

7 

Level  3 

3,309 

7614 

27 

Mpower 

308 

429 

18 

Primus  Communications  156 

778 

14 

XO  Communications 

1,369 

5,006 

14 

NA:  Net  3V3i:.'.^ile.  Source;  Chanin  Capital  Partners. 

Trouble  is,  distressed-securities  in-| 
vesting  is  always  a  perilous  undertak- 
ing. With  raising  fresh  capital  nigh  untcl 
impossible,  a  lot  of  these  startups  can'll 
afford  to  dilly-dally  while  they  findl 
ways  to  make  their  operations  cash-j 
positive.  Covad,  for  example,  has  beerl 
going  through  cash  at  a  rate  of  $12Cl 
million  per  quarter.  Mpower  plannec| 
to  burn  $66  million  in  the  third  quar- 
ter; that's  half  of  what  it  had  spent  ir 
the  prior  period,  showing  some  finan 
cial  prudence.  Still,  at  current  rates! 
Mpower  has  just  one  more  year  until  i  | 
runs  out  of  money. 

And  of  course,  just  becausi 
Covad  cancels  its  debt  and  emerge  | 
with  some  leftover  cash  doesn't  meail 
that  it  will  become  a  solid  performeil 
In  other  words  the  new  preferrecl 
stock  may  not  end  up  worth  much  I 
The  Baby  Bells  are  tough,  entrenche«| 
competitors  for  DSL.  Some 
Covad's  bondholders,  whose  mottil 
is  take  the  cash  and  run,  are  skepticjj 
the  company  will  be  able  to  raisi 
$100  million  in  new  funding  it  seekl 
to  maintain  its  ambitious  capital  exi 
penditure  budget  (Covad  spent  $2 
million  a  month  and  installed  16,00| 
DSL  lines  in  the  September  quarter 
"As  far  as  we're  concerned,  DSL  is  ncl 
viable  as  a  stand-alone  business,"  sa)l 
one  of  the  largest  holders  of  thi 
bonds,  who  helped  engineer  th| 
bankruptcy  deal. 

Beyond  Covad,  the  risk  for  irl 
vestors  is  that  there  won't  be  marl 
such  sweet  restructuring  deal 
Meaning  you  might  buy  hea^j 
ily  discounted  bonds  only  tl 
find  that  you  aren't  gettini 
cashed  out  at  a  profit.  Not  al 
corporate  managements  are 
amenable  as  Covad's  to  boncl 
holders'  wishes.  Mpower  h;l 
already  rejected  initial  attempj 
by  creditors  to  restructure,  call 
ing  one  bondholder  group 
"nuisance  factor." 

If  you're  stuck  with  a  con  I 
pany's  bonds  as  it  consumes ; 
its  cash,  you  may  end  up  wi'l 
little — or  nothing. 


American  Determination 


Much  has  changed  recently.  Yet,  from  our  vantage 
point,  so  much  more  has  not.  The  same  principles 
and  beliefs  that  have  long  guided  our  company 
have  not  moved.  Not  even  budged. 

It's  simple.  As  investment  managers,  we're 
optimistic  about  the 
future.  How  can  we  look 
at  all  of  the  people  who 
surround  us  each  day- 
and  their  achievements 
-  and  not  be  confident? 

So,  while  we  are  completely  aware  of,  and  ever 
dgilant  to,  the  forces  currently  at  work  in  the 
pnarketplace,  we  are  determined  to  remain  true  to 
he  way  we  work.  And  think.  And  believe. 

We  know,  from  our  experience,  the  market  has 
awarded  a  long-term,  diligent  approach. 


So,  for  more  than  four  decades,  we've  adhered 
to  time-tested  investment  processes  on  all  of 
the  funds  we  manage.  These  practices  will  remain 
unchanged,  regardless  of  market  conditions. 
We  will  continue  to  seek  the  most  promising 
companies,  and  hand- 
select  them  one  by  one. 

We  will  continue  to 
subject  these  companies 
to  our  disciplined,  but 
independent,  judgment. 
We  will  continue  to  adhere  to  our  investrnent 
philosophy,  constantly  applying  all  we've  learned. 

And,  by  working  together,  we  will  continue 
to  believe  that  our  determination,  our  hard  work 
and  our  confidence  can  ultimately  lead  us  to  an 
even  more  promising  future. 


American 
Century* 

Investment  Managers 


ir  a  prospectus  with  more  complete  information,  including  charges,  expenses  and  minimums,  please  call  1-877-44-AMCEN.  Be  sure  to  read 
carefully  before  you  invest  or  send  money.  American  Century  Investment  Services,  Inc.  ©2001  American  Century  Services  Corporation. 


www.americancentury.com 


STREETWALiLt^li 


No  Place  Like  Homes 

WHO  WOULDN'T  BE  BEARISH  ON  HOME  BUILDERS  IN  AN  ECONOMIC  SLUMP? 
Merrill  Lynch  Vice  President  Joseph  Sroka,  however,  thinks  that  long-term  in- 
vestors should  pick  up  KB  Home  (NYSE:  KBH)  while  it's  cheap.  The  stock,  which 
has  bounced  around  all  year  amid  fears  about  the  economy,  is  off  its  $36  high  in 
July  to  a  recent  $29. 

KB  builds  houses  for  first-time  buyers  in  western  states — that  includes 
fast-growing  communities  in  Arizona,  Colorado  and  New  Mexico.  Yes,  the 
starter-home  bunch  is  especially  susceptible  to  layoffs,  but  KB's  record  shows 
it  well  able  to  weather  any  storm. 


For  the  past  four  years  the  com- 
pany has  posted  double-digit  in- 
creases in  net  income.  For  the  first 
three  quarters  of  2001 ,  earnings  dou- 
bled to  $126  million  on  $3.1  billion 
in  revenues.  And  the  pace  of  KB 
homes  built  was  the  company's 
fastest  in  five  years  (see  chart).  A 
warning  sign  of  tough  times  ahead: 
Orders  for  future  homes  slackened 
in  September  by  14%. 

At  six  times  trailing  earnings, 
KB's  P/E  is  slightly  cheaper  than  those 
of  competitors  Centex  (7.5)  and 
Lennar  (7).  Centex  and  Lennar  have 
broader  home  price  ranges,  so 
they're  more  dependent  on  trade- 
ups,  which  are  even  more  vulnerable 
to  recessions  than  first-time  sales, 
Sroka  says. 

— Michael  Maiello 


Despite  a  slowing  economy,  KB  has 
attracted  more  home  buyers  this  year 
than  ever  before.  Now  for  the  real  test. 

25     Homes  built  (thou) 


20 


15 


10 


Full  year 
Thru  3Q 


■97  '98 

Source:  Company  reports 


Leaning  Tower 

AMERICAN  TOWER  (NYSE:  AMT)  RENTS  OUT 
antenna- use  to  wireless  and  broadcast 
operators  on  the  14,000  communica- 
tions towers  it  has  bought  since  1995. 
Stephen  Worthington,  portfolio  man- 
ager at  Barbary  Coast  Capital  Manage- 
ment, thinks  that  in  its  haste  to  build 
market  share  it  overpaid  for  underper- 
formmg  assets.  Result:  a  huge  $3.9  bil- 
Hon  debt,  twice  the  company's  stock 
market  cap. 

Meanwhile,  the  next-generation 
wireless  technology  it's  counting  on  is 
taking  longer  than  expected  to  arrive. 
And  the  company  must  shoulder  a 
huge  expense  of  making  the  1,900  mi- 
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crowave  towers  bought  from  AT&T 
suitable  for  PCS  (personal  communica- 
tions system)  cellular  transmission. 
What's  more,  two  big  potential  cus- 
tomers, VoiceStream  and  Cingular,  are 
teaming  to  provide  their  own  tower 
networks. 

Worthington  expects  American 
Tower  to  run  out  of  cash  and  financing 
opportunities,  and  enter  restructuring 
within  a  year.  The  company  has  lost 
$270  million  in  the  last  12  months. 
Shares  trade  at  $15,  down  two-thirds 
from  the  2001  high.  But  they  have  fur- 
ther to  go.  Cover  at  $5. 

— Christopher  Helman 


Growth  Story 

WHEN  FOUNDER  THOMAS  BAILEY  SOLl 
his  remaining  financial  stake  in  Janu 
Capital  to  controlling  shareholder  Stil 
well  Financial  (nysE:SV)  for  $603  millioi 
in  October,  the  big  question  waj 
Would  he  and  his  top  managers  wal 
away?  They  didn't,  which  is  good  nev\ 
for  Stilwell.  The  prickly  Stilwell-Janu 
relationship — with  growth-fund  sho 
Janus  wanting  to  be  spun  off — no^ 
seems  more  congenial. 

Alas,  the  company's  reliance  o 
Janus,  whose  mutual  funds  are  suffei 
ing  fi-om  the  toxic  effect  of  a  bear  mai 
ket,  is  reflected  in  Stilwell  stock's  56*; 
collapse  in  2001  to  $22.  But  Putnai 
Lovell  analyst  Bruce  Brewington  argu< 
that  now  is  a  great  time  to  buy  Stilwe 
in  anticipation  of  a  market  recovei 
that  would  permit  Janus  to  shine  agai: 

Rivals  Alliance  Capital  and  T.  Rov 
Price  trade  at  16  and  17  times  earning 
Stilwell's  P/E  is  10.  — Monte  Burt 


Shining 


EVEN  A  GLOBAL  RECESSION  AND  A  W/ 
on  terrorism  haven't  helped  gold  pric 
($280  per  troy  ounce)  much.  But  Frai 
E.  Holmes,  chief  investment  officer 
mutual  fund  U.S.  Global  Investoi 
thinks  this  will  change.  Why?  Renewi 
U.S.  deficit  spending  will  trigger  high 
inflation,  he  predicts. 

Should  that  happen.  Holmes  e 
pects  Goldcorp  (NYSE:  GG)  stock,  nc 
$1 1,  to  romp.  A  new  mine  in  Ontar 
has  drastically  reduced  extractie 
costs — $86  an  ounce  versus  $200 
higher  for  better-known  producers  li 
Barrick  Gold  and  Newmont  Minir 
Goldcorp  is  debt-fi^ee  and,  unlike  mc 
producers,  it  hasn't  hedged  producti 
by  peddling  advanced  sales  to  lock 
current  prices,  thus  limiting  any  upsi< 

Toronto-based  Goldcorp  is  nc 
profitable  and  predicts  by  year's  enc 
near-tripling  of  sales,  to  $160  millior 
— Brendan  Cofi 


Forbes 


To  check  on  Streetwalker's  performance,  visit  our  Web  site  at 
www.forbes.com/streetwalker. 
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You  can  get  a  low-risk  stock  with  a  low  price-to-earnings 
ratio  without  forsaking  ail  prospects  of  profit  growth. 
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York  Internafional's  stock  price  (left  scale) 
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BY  TRICIA  MCGINNIS 

IN  A  MARKirr  IN  WHICH  THE  S&P  500 
is  down  19%  year-to-date,  safety  has 
appeal.  One  comparatively  safe 
company  is  York  International,  the 
manufacturer  of  air-conditioning 
equipment  based  in  the  Pennsylvania 
city  of  that  name.  York  shares  are 
down  2%  since  Jan.  1. 

The  traditional  metric  of  market 
sensitivity  is  beta.  York's  historical  beta 
is  0.85,  meaning  that  in  the  past  it  has 
tended  to  move  up  or  down  only  85% 
as  fast  as  the  market. 

Barra  Inc.,  which  provides  data  to 
money  managers  and  financial  analysts, 
has  created  a  new  risk  measure  that 
tries  to  gauge  future  volatility.  By  evalu- 
ating how  40  different  variables  con- 
tribute to  risk,  Barra  Risk  Factor  Analy- 
sis ranks  how  risky  a  stock  is  relative  to 
the  broader  market  and  specific  seg- 

Dull  Is  Good   


Not  only  do  these  stocks  have  low  risk  ratings,  they  sell  for  no  more  than  ten  times 
2002  estimated  earnings  and  have  a  record  of  paying  dividends. 


Company 

 J»R1C£  

52-weel( 
recent  change 

Barra  Market 
risk  value 
Beta^        factor  ($mil) 

Fleming  Cos 

"555.25  102% 

0.54          43  $1,118 

JLG  Industries 

'  10.16        -13  1 

0.71          36  428 

Pilgrim's  Pride 

13.50  123 

0.29          30  372 

Stewart  &  Stevenson  Svgs 

18.08  -13 

0.90          37  514 

York  Internationai 

L  30.11          24  1 

0,85          28  1,160 

  ,        ,w  *»ti«*n  iiad  «  uaiM  ui  i.u.  oaurcBs:  aarra  ntsK  racit 

Bloomberg  Financial  Markers:  FT  Interactive  Data  and  Market  Guido  I'/a  FactSct  Research  Systems. 
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ments.  A  stock  ranked  45  is  forecast  to 
have  greater  price  volatility  than  45%  of 
all  stocks. 

Measured  by  this  new  Barra  yard- 
stick, York  has  a  risk  factor  of  28.  The 
stock  has  other  things  in  its  favor,  in- 
cluding a  12%  year-to-date  growth  in 
profits  on  a  3%  revenue  gain,  a 
solid  order  backlog  and  a  1.9%  divi- 
dend yield. 

In  our  search  for  safety  we  screened 
for  stocks  with  both  a  low  beta  and  a 
low  Barra  risk  factor.  The  stocks  we  se- 
lected are  also  cheap,  selling  for  no 
more  than  ten  times  estimated  2002 
earnings.  All  these  stocks  currently  pay 
dividends,  and  all  have  expected  2002 
profit  gains  of  10%  or  better. 

The  graph  above  displays  York's 
stock  performance  and  Barra  risk.  For 
charts  of  similar  stocks  visit 
forbes.com/safety.  F 


:6noniy  watch 


The  September  producer  price  index 
for  energy  goods  declined  2%  over 
September  2000  versus  a  12%  gain  in 
May.  That  means  chemical  stocks  may 
have  reached  a  bottom.  Since  1975,  six 
months  after  wholesale  oil  and  gas 
prices  dipped,  shares  of  chemical  firms 
beat  the  S&P  500  by  2%  on  average, 
according  to  Instinct  Research. 

_iJiergy  gmls  jiroilucerjirice  index  ! 


Data  as  of  Oct  18.  Source:  Instlnet  Research 
www.lnstinetResearchWorks  com 


U.S.  Economy 

Mm 

4-WKCH( 

Consumer  Price  Index 

2.9 

-6.6% 

Real  GDP 

0.9 

-372 

Since  April,  economists  have  slashed 
their  estimate  of  2001  GDP  growth  by 
nearly  two-thirds  to  just  0.9%. 

^Estimated  annual  change  In  real  gross  domestic  product 

2.0% 


Apr  May  June  July  Aug  Sept  Oct 
Data  as  of  Oct.  18 
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YEAR 


ESTIMATED 
P/E 


EPS  CHANGE  EXPECTED 
VERSUS  YEAR-TO-YEA 
3  MONTHS  AGO  EPSGROWTI 


S&P  500 


2001 


23 


-8% 


-15% 


2002 


20 


-10 


17 


IBES  estimates:  ratio  of  increases/decreases 

 2001  2002 

0.19 


S&P  500 


0.29 


Source:  Thomson  Financial/IBES. 
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See  www.forbes.com  for  quotes  on  over  9,000 
securities  and  stock  and  mutual  fund  reports. 
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Well  connected 

MorganStanley 


en  it  comes  to  your  investments,  one  size  does  not  fit  all.  You  can't  afford  just  any  advice.  Get  connected 
5||a  Morgan  Stanley  Financial  Advisor  and  get  a  more  personalized  plan  for  achieving  your  goals. 

rgan  Stanley  Dean  Witter  is  now  Morgan  Stanley 

OVe  your  money,  visit  morganstanleycom  or  call  1-8M0RGAN-N0W. 

Stanley  and  Well  Connected  are  service  marks  of  Morgan  Stanley  Dean  Witter  &  Co.  Services  are  offered  through  Morgan  Stanley  DW  Inc.  and 
.1  Stanley  &  Co.  Incorporated,  mennbers  SIPC.  ©2001  Morgan  Stanley  DW  Inc. 
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#YAMAHA 


YAMAHA  CORPORATION 
YAMAHA  is  involved  in  a  wide  range  of 
areas  that  enrich  people's  lives,  from  musical 
instruments,  to  audio  products,  electronic 
equipment,  electronic  metals,  lifestyle-related 
products,  and  resort  facilities. 
The  YAMAHA  Group  will  develop  new 
business  models  that  exploit  the 
comprehensive  nature  of  the  Group  with  its 
broad  base  of  capabilities,  and  work  to 
expand  vital  business  areas  and  enhance 
competitiveness. 


«AR(5)21 


* 

V\H.U.KUi«TJnl 


Argo  21  is  an  independent  systems  integ 
at  the  cutting  edge  of  the  Japanese  IT  ser 
marketplace.  We  provide  custorr 
development  and  outsourcing  services 
systems  planning  and  constructior 
operational  management  and  maintenanc 
the  full  life  cycle  of  customers'  inform 
systems. 


AIFUL  CORPORATION 


Aiful  Corporation's  basic  concept  is  to  be  "a 
company  that  can  answer  all  its  customers' 
needs".  By  promoting  product  diversification, 
including  unsecured  consumer  loans  and  loans 
.secured  by  real  estate,  Aiful  has  achieved  the 
highest  profit  growth  in  the  industry.  In  addition, 
as  one  element  of  the  company's  "diversification 
of  customer  acquisition  channels".  Aiful  recently 
purchased  Life  Co.,  Ltd.  in  order  to  obtain  a 
broader  range  of  customer  brackets,  and  entered 
the  consumer  finance  and  credit  card  businesses. 
As  an  integrated  financial  company  in  the  retail 
sector  that  goes  beyond  the  limits  of  consumer 
finance,  Aiful  continues  to  achieve  high  growth. 


CATS,INC. 
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CATS,  Inc. 

Founded  in  1975,  CATS  is  a  leading  company 
in  the  sanitation  industry.  Its  main  businesses 
are  termite  control  and  pest  control.  In  the 
fiscal  year  ended  December  2000,  when 
CATS  was  listed  on  the  First  Section  of  the 
Tokyo  Stock  Exchange,  the  company 
registered  record  net  sales  and  net  income  of 
¥20,629  million  and  ¥1,165  million, 
respectively.  CATS  is  concentrating  on  the 
development  of  skilled  human  resources  and 
new  products  to  further  iinprove  its  high- 
quality  service. 


SKYLARK 


t 

SKYLARK  CO.,  LTD. 
One  of  the  largest  restaurant  chain  in 
With  its  popular  chain  "Gusto"  (W| 
cuisine:  900  locations).  "Bamiyan"  (C 
cuisine:  450  locations),  "Yumean"  (Jat| 
cuisine:  210  locations),  and  other  varil 
brands,  the  company  directly  managel 
operates  nearly  2,500  restaurants  in  all 
Japan.  Consolidated  net  sales  for  fisca  j 
set  a  record  at  ¥347.6  billion. 


SHOWA 


Showa  Sangyo  has  three  principal  fie 
business:    food,    which  includes 
vegetable  oils,  corn  processed  pro 
household  processed  food  product 
frozen  foods;  animal  feed,  which  in 
mixed  feeds  and  eggs;  and  other  busir 
which  include  warehousing  and  real 
leasing.   Showa's   corporate  creed 
"contribute  to  people's  rich  and  he 
diet,"  displaying  a  synergic  effect  by  ut 
the  technology  and  know-how  that 
gained  in  the  respective  fields  and  o 
total  proposals. 
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KOJIMA  Co.,Ltd. 

The  company  is  the  leading  consumer 
electronic  retailer  that  strives  to  offer  the 
lowest  prices  in  Japan.  Listed  in  the  first 
section  of  the  Tokyo  Stock  Exchange,  the 
company  became  the  first  chain  of  specialized 
retailing  stores  in  Japan  over  the  sales  of  ¥508 
billion  and  has  led  the  sector  in  sales  for  the 
three  successive  quarters.  The  company 
currently  operates  228  stores  nationwide. 


Australian-Canadian  Oil  Royalties  Ltd. 


AtKtralian-Canadian  Oil 
Rn5'ahi«  Lid. 
Aniuul  Krpofi 
2600 


Australian-Canadian  Oil  Royalties  Ltd. 
(OTC:  BB:  AUCAF)  is  an  exciting  growth 
company-600%  market  price  increase  in  3 
years!  During  the  year,  we  added  7,500,000 
acres  ( 1  acres  per  share)  of  oil  leases  to  the 
overrideing  royalties  we  hold  under 
12,000,000  acres,  all  in  Australia's  main 
onshore  oil  producing  basin.  BHP  starts 
drilling  on  our  oveiriding  royalty  in  the  Bass 
Straits  adjoining  the  Kingfish  Field  the  first 
quarter  of  2002.  Phone  1-800-290-8342  or 
visit  www.acorltd.com 


ifco  Inc. 


Nifco  is  a  leading  manufacturer  of  plasfic 
fasteners  and  plastic  components  for 
industrial  use  in  Japan.  A  pioneer  in  these 
fields,  it  has  acquired  a  large  market  share 
and  high  earnings  by  accurately  grasping 
cuatomer  needs,  centered  on  auto  and 
household  electric  appliance  makers,  and 
responding  with  outstanding  technological 
strength.  Nifco  is  a  global  enterprise,  with 
operafions  in  12  countries,  the  Nifco  Group 
includes  the  Japan  Times  and  Simmons  Co.  in 
Japan. 


TOYO 

Mobility  SiAmenUy 


AKIIUtL    lEfOIIT  7001 


Toyo  Tire  &  Rubber  Co.,  Ltd. 
Founded  in  1945,  Toyo  is  one  of  the  world's 
leading  manufacturers  of  rubber  and 
polyurethane  products.  The  environment- 
conscious  company  contributes  to  society  by 
providing  high-quality  products  and  services 
on  a  global  scale.  In  the  fiscal  year  ended 
March  31,  2001,  it  registered  consolidated  net 
sales  of  ¥247.28  billion  and  a  record 
consolidated  net  income  of  ¥4.06  billion. 
Toyo  is  on  course  toward  a  new  growth  phase 
in  the  twenty-first  century. 


For  information  and  rates  on  advertising 
in  the  next  Annual  Report  Portfolio  Section 
contact:  Media  Options  1-800-442-6441 

Fax:  1-973-694-8371 
E-mail:  mediopt@aol.com 


JPortfMaSlrategy  By  Kenneth  L^isheL 


Wacky  Forecasts 


I AM  HEARING  TWO  EXTREMIST  VIEWS  LATELY  ABOU'I' 
where  die  market  is  headed.  One  is  optimistic,  the  other 
pessimistic.  Both  are  wacky.  Still,  in  their  own  odd  ways, 
they  signal  to  me  we  are  getting  close  to  the  market's 
bottom — although  we  aren't  quite  there  yet. 
Why  are  they  wacky?  Let's  start  with  the  optimists.  They 
are  just  too  darn  eager  not  to  miss  a  new  bull  market.  At  the 
real  bottom  they  won't  be  so  eager.  Then,  as  I've  written  be- 
fore, they  will  be  scared  about  buying.  So  the  ton  of  e-mails  I 
received  starting  in  late  Sep- 
tember, asking  if  the  market's 
bottom  hadn't  already  hap- 
pened, shows  me  that  it  hasn't. 

This  lingering  optimism 
causes  some  to  misread  my 
past  epistles,  recasting  them 
into  reasons  for  sudden  bull- 
ishness. Nothing  I've  written 
suggests  that  we  can  look  for- 
ward to  a  bull  market  imme- 
diately. The  difference  between  a  few  months  fi"om  now  and 
immediately  can  fee!  near  infinite  as  the  last  leg  of  a  bear 
market  warps  our  perceptions. 

Then  there  are  the  war  bulls.  Some  have  dredged  up  my 
1991  bullish  comments  about  the  Gulf  war,  which  they  took 
to  mean  that  all  wars  are  bullish.  Now  isn't  then,  though, 
and  no  two  wars  are  necessarily  alike  in  their  impact  on  the 
market.  A  massive  assault  on  fixed  enemy  positions  is  far  dif- 
ferent from  the  years-long  police  action  we  now  face. 

Other  optimists  deny  gravity.  They  are  certain  that,  even 
if  stocks  fall  further,  some  group  they  like  won't.  Their  fa- 
vorites are  tech,  which  has  suffered  since  spring  2000,  and 
insurance  and  airlines,  most  heavily  affected  by  Sept.  1 1 .  The 
argument:  "Having  fallen  so  much,  these  stocks  can't  fall 
more."  Sure  they  can.  If  we  are  in  the  last  stage  of  a  bear 
market,  everything  drops — ^your  favorites,  too. 

Let's  turn  to  the  pessimists.  They  contend  for  various 
spurious  reasons  that  we're  not  in  a  cyclical  bear  market  but 
a  secular  one.  In  other  words,  we're  doomed  to  two  or  three 
more  years  of  continuous  downward  movement.  This  view 
surfaces  in  volume  late  in  every  bear  market.  It  is  normal 
and  precedes  the  final  wave — the  Death  of  Equities  stories 
that  we  will  soon  see,  about  why  stocks  will  never,  ever  be  a 
good  deal  again.  At  that  point  the  optimists  fade  away  and 
the  future  looks  grim  to  everyone,  creating  the  bottom. 

The  pessimists,  however,  are  simply  beyond  rational. 
Both  2000  and  2001  were  negative  years.  History  shows 
that,  using  correcdy  calculated,  cap-weighted  indexes, 
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the  U.S.  has  suffered  just  three  instances  where  the  mark 
fell  more  than  two  years  in  a  row.  And  those  times  don't  ri 
semble  our  day.  Take  the  most  recent  one,  the  war-jittei 
1939-41  bear  market.  Equally  evil,  Osama  bin  Laden  has  n« 
the  muhinational  coalition  behind  him  that  Adolph  Hitl 
had.  The  other  two  long  periods,  1929-32  and  the  1830s,  fe 
tured  an  imploding  money  supply.  That's  not  the  case  toda 
We've  had  many  eras  with  two  years  down,  three  yea 
up,  two  years  down,  one  year  up — a  decade  or  more  wht 

stocks  sawtoothed  and  over^ 


A  new  bull  market 
isn't  a  sure  thing. 
But  neither  is  a 
continuous  string 
of  misery. 


ended  up  going  nowher 
Some  people  are  predictii 
that  we're  going  into  anoth 
such  period,  last  seen  fro 
1966  to  1982.  Overall  flat,  y 
capable  of  driving  investo 
crazy.  Maybe  it  will  happe 
again,  maybe  it  won't. 

Yes,  forecasts  are  wonderf 
— when  they  work.  I've  stu 
ied  forecasting,  its  history  and  processes,  more  than  you  wa 
to  know.  I've  developed  methodologies  of  my  own.  I' 
tested  those  of  others.  My  conclusion:  No  methodology  exi; 
to  deliver  any  accurate  long-term  forecast,  ever. 

Be  extremely  skeptical  of  anyone  telling  you  what  w 
occur  in  five  or  ten  years.  Plenty  of  seers  do  so  and  v/ill.  At 
some  of  them  are  famous  names,  legends  even,  lohn  Ter 
pleton — soon  to  be  89— and  one  of  the  alltime  great  i 
vestors,  recently  has  adopted  the  1966-82  analogy  {see  sto\ 
p.  135).  I've  always  been  personally  interested  in  Templet( 
because,  among  many  other  reasons,  we  share  a  birthd 
(not  year).  But  the  record  of  big-name  investors  morphi 
into  perma-bears  as  octogenarians  is  long  and  near  perfec 
While  I  may  be  wrong,  this  market  is  most  likely  going 
find  a  bottom  in  late  December  tied  in  part  to  a  wave  of  ta 
related  selling,  the  biggest  one  in  decades.  Then,  too,  corr 
a  year-end  euro  currency  panic  as  the  paper  is  converted,  i 
volving  around  Europe's  vast  underground  economy,  whi 
will  suffer  huge  tax  penalties  in  the  process.  And,  finally,  se 
timent  should  bottom  when  forecasters  harden  their  hea 
looking  into  2002,  delivering  downbeat  economic  and  irn 
ket  forecasts,  not  wanting  to  be  wrong  again. 

I  don't  have  my  specific  next-year  forecast  right  now,  a 
won't  untU  January,  but  overall  it  will  be  positive.  So  yes 
bottom  is  coming,  and  not  too  far  away. 
Until  then,  hold  tight.  Remain  defensive. 


TjViiA^^^  I  Kenneth  L.  Fisher  is  a  Woodside.  Calif.-based  money  manager. 
■M^HBi^c^  Find  past  columns  at  www.forbes.com/fisher. 


Financial 
Plannin 


In  this  corner,  450  books  on  stocks.  In  that  corner,  462  books  on  b 
At  CIGNA,  we  know  you  want  to  make  a  financial  plan  as  simply  as  you  can. 
So  we've  organized  things  for  you  at  CIGNA.com.  It's  called  Academy  by  CIGNAI:^ 
You'll  find  experts  to  guide  you,  and  tools  to  teach  you.  At  your  own  pace.  ^ 
In  your  own  way.  When  it's  the  future  at  stake,  everybody  should  have  a  pi 
where  they  pan  hear  themselveis  think. 


CIGNA 

A  Business  of  Caring. 

www.cigna.com 


Sinail  Stocks  By  Marc  Robins 


Demotion  Plays 


ONE  OF  MY  PET  PEEVES  IS  HOW  STOCK-PERFOR- 
mance  scorekeepers  penalize  small  caps.  A  suc- 
cessful small  cap  will,  of  course,  graduate  into  the 
big  leagues.  In  the  late  1980s  Dell  Computer  was  a 
small  cap;  now  it  has  a  market  valuation  of  $48 
billion  and  a  place  in  the  pantheon  of  large  valuations,  the 
S&P  300.  But  once  a  Dell  grows  beyond  a  certain  point — a 
standard  definition  excludes  anything  over  $1  billion  from 
the  small-cap  category — then  it  disappears  from  sm.ill  c,i|i 
indexes  like  the  Russell  2000. 

The  official  performance 
numbers:  In  the  1990s  the 
S&P  500  appreciated  15.3%  a 
year  (including  dividends), 
the  S&P  MidCap  400,  15.1%, 
and  the  small-cap  Russell 
2000,  only  1 1.6%.  How  would 
these  groups  have  stacked  up 
if  membership  in  each  was 
frozen  as  of  lanuary  1990?  To 

come  up  with  precise  numbers  would  be  a  massive  under- 
taking— in  which  every  spinoff,  dividend,  merger  and  sec- 
ondary stock  offering  is  accoimted  for.  But  I  can  give  you  a 
rough  approximation. 

A  market-capitalization-weighted  index  of  5,000  compa- 
nies with  small  market  equity  values  as  of  January  1990 
would  have  gained  24%  annually  over  the  decade.  It  sounds 
incredible,  but  note  that  the  small-company  group  would 
have  included  both  EMC  and  Dell.  That  is,  after  all,  one  of 
the  reasons  you  buy  small  companies:  for  the  chance  to  get 
in  on  a  blockbuster  when  it  is  still  small  and  to  ride  it  up  ten- 
fold or  more  over  several  years. 

Okay,  the  Dell-like  successes  will  be  rare,  and  at  some 
point  you  have  to  stop  thinking  of  a  Dell  or  Wal-Mart  as 
small  just  because  it  used  to  be  that  way.  But  I'm  making  this 
argument  about  including  small-cap  graduates  in  the  per- 
formance statistics  to  illustrate  a  larger  point:  The  small-cap 
universe  is  a  dynamic  place,  and  you  can  take  advantage  of 
that  very  mobility.  Some  denizens  of  the  under-$l -billion 
category  are  former  large  caps  that  got  into  trouble.  Here  are 
three  fallen  angels  that  1  think  have  rebound  potential. 

Columbia  Sportswear  (27,  COLM)  sported  a  $2  billion 
market  cap  in  the  spring.  That's  less  than  $1  billion.  A  sup- 
plier of  coats,  apparel  and  footwear,  Columbia  is  down  with 
the  rest  of  the  clothing  sector.  This  decline  occurred  despite 
its  strong  operating  performance,  balance  sheet,  product  of- 
ferings and  brand  momentum.  ranTlP —  

Columbia  is  celebrated  for  innovative  de-  I  Lj  J^OfP^S 


Some  small  caps 
used  to  be  large 
caps-and  stand 
a  good  chance  of 
returning  to  glory. 


signs;  a  parka  called  the  Bugaboo,  for  instance,  lets  you  wei 
the  zip-out  lining  as  a  nice  vest.  Aside  from  the  company 
merchandise,  you  probably  know  it  from  the  wacky  "toug 
mother"  ads  starring  founder  Gertrude  Boyle.  In  one  sp( 
she  straps  her  son  (Columbia's  chief  executive,  Timoth 
Boyle),  who  is  wearing  Columbia  sportswear,  to  the  roof  ( 
her  car,  and  drives  through  the  car  wash. 

Despite  all  the  economic  gloom  and  doom,  Columbi 
should  earn         a  share  this  year  and  $2.22  next. 

Impath  (35,  iMPH)  per 
forms  diagnostic  laborator 
work  for  breast  cancer,  lyn- 
phoma  and  leukemia  patiem 
on  behalf  of  doctors  and  ho? 
pitals.  Its  services  include  cor 
suiting  with  physicians  rt 
garding  treatment  an 
therapy  options.  The  com 
pany  does  the  pathology  wor 
for  30%  of  the  breast  canc€ 
cases  in  the  U.S.  It  has  enjoyed  30  consecutive  quarters  c 
revenue  growth. 

Impath  had  a  $1 .2  billion  valuation  last  year.  These  da) 
the  capitalization  has  dwindled  to  $572  million.  The  stoc 
really  took  a  beating  after  the  terrorist  attacks  grounded  a 
delivery  of  patients'  lab  samples.  At  36  the  price/earnint 
multiple  is  high  but  well  below  what  it  used  to  be.  Earnind 
of  80  cents  a  share  in  2000  should  climb  to  $1  this  year  an 
$1.40  in  2002. 

Finally,  ItiFocus  (17,  INFS)  has  gotten  whacked  by  bot 
the  decline  in  technology  names  and  the  September  sellof 
Market  cap  has  shrunk  from  $2  billion  a  year  ago  to  $54 
million  now.  This  company  manufactures  multimedia  pre 
jection  products  primarily  for  corporate  use.  The  last  of  th 
U.S.  projection-display  producers,  InFocus  nevertheless  : 
the  world  leader,  with  40%  global  market  share.  Rivals  ir 
elude  Nikon  and  Sony. 

The  company  has  built  sales  momentum  with  smalle 
brighter  and  higher-resolution  projectors.  InFocus  shoul  I 
see  additional  growth  as  it  penetrates  the  home-video  pre 
jection  market.  With  a  debt-free  balance  sheet  and  $82  mi! 
lion  in  cash,  it  stands  ready  to  restore  earnings  growrth  dut 
ing  the  current  downturn.  My  estimate  for  2001  earning 
per  share  is  80  cents.  That's  down  from  last  year's  $1 .58,  bi 
next  year  things  should  pick  up.  The  stock  is  cheap  at  1 
times  earnings.  I 


Marc  Robins  is  editor-in-cliief  of  RedChip.com.  an  investment  advisory  service  o 
small-  and  micro-cap  stocks.  Find  past  columns  at  www.forbes.com/robins. 
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INVESTODILEMMA^k 


BRAINS 


DON'T  COME  WITH 


1 


PERATING 


INSTRUCTIONS. 


Unfortunately,  there  are  no  good  instructions  for  how  our  brains  will  operate  when  emotions  take  over  -  especially  in  an  uneasy 
market.  But  value  investing  is  an  approach  that  takes  out  the  emotion  and  takes  advantage  of  opportunities  created  by  market 
swings.  Because  when  investors  overreact,  good  companies  can  beconie  good  bargains  -  if  you  know  how  to  spot  them.  And 
Scudders  value  team  does.  With  analysts  and  partners  worldwide.  Ask  a  financial  advisor  how  value  investing  can  help  you. 
Call  Scudder  Investments  at  1-800-621-1048.  Or  visit  www.scudder.com.  And  save  something  rare  in  todays  market.  Your  sanity 

:-Cv::'f-'-        SCUDDER  ^ ' 

INVESTMENTS  :;>'';^> 
•         -J;.;--  Translating  Opj]ortnnity  'A';^]^'^^'y\  'j:^f-y^  ' 

Mutual  Funds  Annuities         .  ,       '  ^      Retirement  Plans 

■  a  prospectus  containing  more  complete  information  Iricludirig  management  fees  and  expenses  contact  your  financial  representative  or  call 
jdder  Investments  at  1-800-621-1048.  Please  read' it  carefully  before  you  invest  or  send  money, 
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number  of  Fortune  500  companies 
that  use  corporate  trade 


$Q  C  Q  million 

M      ^  m^^k  Active  s  gross  trading  volume 


$  ^  million 

r;.  P  annual  media  placed  by  Active , 


$110  million  cash  flow  saN'ings  realizd 

1^     1^       M    by  our  clients  from  trade  credits  retired 


H      Jl^  by  our  clients  from  trade  credits  retired 


^y/^   perceiitage  of  our  business 

that  comes  fro rn  repeat  customers 


you  think  our  numbers  are  impressive,  wait  until  you  see  what  we  can  do  fori 

you  know  almost  all  industry  leaders,  including  most  of  the  world  s  largest  consumer  product  companies,  rely  on  Active  Internaticl 
ir  underperforming  assets  into  financial  opportunities?  Corporate  trade  is  big  business.  And  it  could  be  your  chance  to  recapture  topj 
impaired  asset  and  use  it  to  pay  for  goods  and  services  you  were  already  planning  to 

'  for  cash-   like  media,  other  operating  expenses,  cost-of-sale  and  capital  expen-       A  1'    I    \/    '  '. 

jres.  Find  out  what  Active  can  do  for  you.  Call  Michael  Lake  at  800-44-TRADE 
0-448  7233)   Welcome  to  *he  SurpnsinQ  'World  of  Corporate  Trade. 
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•roteins  are  hot,  as  upstarts  race  to  create  new  tools  to  study  them.  Zyomyx  may  be  first. 


Y  ZINA  MOUKHEIBER 

ARGE  SCALE  BIOLOGY  IS  A  SMALL 
company  with  big  dreams  in  the 
hottest  new  field  in  medical  re- 

 search:  proteomics.  At  its  lab  in 

IS^^HCermantown,  Md.  it  takes  20 
)urs  for  machines  to  separate  out  and 
udy  a  single  protein  from  a  blood  sam- 
e  containing  20,000  of  them.  Once  a 
otein  is  marked  with  blue  dye,  a  pho- 
icopier-size  machine  sequences  and 
entifies  it.  The  lab  can  handle  only 
000  samples  in  a  week. 
Lawrence  Cohen  wants  to  solve  the 


lab's  problem  by  replacing  the  ma- 
chines with  a  new  biochip  the  size  of  a 
Pentium.  It  will  identify  and  analyze 
thousands  of  proteins  in  a  couple  of 
hours.  His  firm,  Zyomyx,  is  at  the  front 
of  a  pack  of  shops  racing  to  create  the 
new  biochips  as  the  premier  tool  for  de- 
coding the  role  of  proteins  in  disease.  In 
a  few  years  Zyomyx  and  rivals  such  as 
HTS  Biosystems  and  SomaLogic  hope 
to  be  selling  thousands  of  chips  to  drug 
researchers. 

"The  reality  behind  the  hype  of  pin- 
pointing new  drug  targets  will  not  come 


to  fruition  without  bringing  efficiency 
to  protein  analysis,"  says  Cohen,  chief 
executive  of  Hayward,  Calif -based  Zy- 
omyx, privately  held  and  funded  with 
$65  million  in  venture  money. 

Researchers  completed  the  map  of 
the  human  genome  a  year  ago,  identify- 
ing aU  of  the  30,000  genes  that  define  a 
human  being.  Now  comes  an  even 
tougher  task:  They  must  decipher  the  1 
million  or  so  proteins  that  are  pro- 
duced at  the  instructions  of  those 

Zyomyx's  top  trio:  Lawrence  Cohen, 
Peter  Wagner  and  Steffen  Nock. 
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genes.  Proteins,  not  genes,  are  the  tar- 
gets of  most  drug  development,  and 
only  2,000  or  so  are  known. 

Protein  chips  will  be  used  by  drug 
companies  to  find  promising  new  com- 
pounds and  to  screen  patients  for  trials. 
Labs  will  use  them  in  diagnostics,  much 
like  a  quick  pregnancy  test.  A  hand- 
some market  beckons:  close  to  half  a 
billion  dollars  in  sales  in  five  years,  by 
some  estimates.  A  related  technology, 
DNA  chips  for  analyzing  genes,  now  has 
sales  of  $400  million  a  year  and  could 
hit$l  billion  by  2006. 

But  creating  protein-sifting  chips 

Protein  Pentiums 


chips.  He  founded  Zyomyx  in  1998 
with  Stanford  biochemist  Steffen  Nock. 
In  search  of  funding,  he  gave  200  talks 
to  drug  researchers  and  investors,  many 
of  whom  were  skeptical.  The  race  to 
map  the  human  genome  "was  at  its 
peak,"  he  says,  "and  people  wefe  think- 
ing DNA,  not  proteins."  In  1998  he 
landed  $1  million  in  seed  money  from 
Skyline  Venture  Partners. 

Zyomyx's  chips,  which  it  hopes  to 
have  in  tests  at  six  biotech  boutiques 
and  research  labs  by  mid-2002,  use  lay- 
ers of  antibodies  as  Velcro-like  hooks  to 
capture  and  quickly  identify  protein 


Half  an  hour  later  the  deposited  anti 
bodies  had  latched  on  to  the  cytokine 
in  the  blood  sample,  and  the  blood  wa 
washed  off.  A  second  set  of  cytokine 
specific  antibodies  was  layered  on  to| 
sandwiching  the  target  proteins.  Thes 
upper  antibodies  were  tagged  with  flu 
orescent  dye  to  detect  binding.  Sue 
enough,  all  25  of  the  cytokines  wer 
tagged  and  identified,  proving  the  chi 
did  its  job.  Zyomyx  hopes  to  have  th 
new  chips  in  full  production  by  2003. 

Specialty  Laboratories,  a  Sani 
Monica,  Calif.-based  testing  firm, 
evaluating  the  use  of  Zyomyx's  c) 


Protein  chip 


Zyomyx  chips  use  antibodies  as  Velcro-like  hooks 
to  capture  and  identify  1,500  proteins  at  a  time 
from  a  blood  or  tissue  sample. 


Six  chambers  hold 
1,500  pillars,  each 
50  microns  wide. 


♦A 

V  Y  Y 


Detector 
antibody 


Antibody 


will  be  far  more  difficult.  DNA  is  com- 
paratively simple  to  analyze — it  consists 
of  only  four  chemical  units  in  varying 
mixes.  Proteins  are  made  up  of  various 
patterns  of  20  amino  acids,  and  they 
take  on  contorted  3-D  shapes.  The  way 
they  fold  determines  their  function. 
Current  technology  requires  "drying 
up"  a  protein  to  study  it,  removing  it 
from  its  natural  setting,  which  can  dis- 
tort a  strand's  form  and  fianction. 

Zyomyx's  founder,  Peter  Wagner,  a 
38-year-old  German-born  biophysicist, 
has  studied  how  to  improve  protein 
analysis  for  the  past  decade.  In  the  early 
1990s  he  was  looking  at  ways  to  tether 
proteins  to  solid  surfaces,  a  must  to 
study  single  proteins  and  how  they  func- 
tion. He  decided  to  shroud  proteins  in 
the  protective  coating  of  a  salt-water- 
like solution  of  organic  molecules,  sim- 
ilar to  the  body  fluids  that  ordinarily  en- 
velop proteins.  He  also  concocted  special 
surface  chemistries  to  pin  them  down. 

Wagner  saw  the  success  of  DNA 
chipmaker  Affymetrix  and  dreamed  of 
following  the  same  path  with  protein 
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content  in  a  blood  or  tissue  sample. 

Wagner  started  on  his  first  protein 
processor,  a  lOmm-by-lOmm  sUp  of  sil- 
icon, by  etching  into  it  1,500  pillars,  each 
50  microns  in  diameter — enough  room 
to  hold  100,000  proteins  of  a  single  type. 
The  chip,  divided  into  groups  of  250  pil- 
lars in  six  isolated  chambers,  allows  re- 
searchers to  compare  six  different  blood 
samples.  Current  techniques  analyze 
only  one  sample  at  a  time. 

In  a  test  to  prove  the  chip  can  match 
a  blood  sample's  proteins  against  an  ex- 
isting set  of  known  antibodies,  Wagner 
and  Nock  chose  a  hot  list  of  25  tiny 
proteins  called  cytokines.  They  are  the 
messenger  molecules  of  the  immune 
system,  relaying  information  to  the 
body's  army  of  kiUer  T  cells  and  B  cells. 

In  the  test,  a  robotic  arm  descended 
onto  the  chip,  carrying  a  slate  of  1,500 
microscopic  reservoirs  holding  anti- 
bodies known  to  bind  to  cytokines.  The 
arm  plopped  the  antibodies  down  onto 
the  tips  of  the  1,500  pillars.  Through 
tiny  ports,  a  needle  injected  10  micro- 
liters of  blood  onto  the  chip  surface. 


tokine  chip  to  diagnose  diseases.  Pro 
tein  markers  can  provide  clues  1 
whether  a  case  of  hardened  arteries 
caused  by  inflammation  or  a  chole 
terol  disorder. 

Canadian  testing  company  MDS  h 
teamed  with  Zyomyx  to  develop  a  ch 
that  can  detect  protein  interactions  ii 
side  cells.  To  test  it  MDS  used  two  pn 
teins  knov/n  to  play  a  key  role  in  cance 
ras  and  GRF2. 

Researchers  placed  the  ras  prote 
on  the  chip,  then  took  GRF2,  tagged 
with  a  fluorescent  dye  and  mixed 
with  a  million  other  proteins  from 
serum  sample.  After  washing  off  tl 
liquid,  a  colored  dot  confirmed  that  tl 
ras  protein  had  bound  to  GRF2,  sho\ 
ing  their  link  in  a  couple  of  hours 
relationship  that  had  taken  scientis 
years  to  find  out.  MDS'  ultimate  goal 
to  develop  a  potent  cancer  drug. 

Advances  in  proteomics  will  spui 
new  era  of  highly  targeted  drugs — ai 
enrich  those  who  create  the  best  too 
"We're  developing  the  first  Gutenbe 
for  proteins,"  Wagner  says. 


have  diabetes, too 


At  Pfizer,  we're  determined 
to  find  the  cures  of  the  future. 
A  cure  for  your  father's  Alzheimer's,  your  sister's 
heart  disease,  your  best  friend's  diabetes. 
A  cure  for  the  ailments  that  touch  all  our  families. 
This  year  we're  devoting  nearly  $5  billion  to  research 
and  have  over  12,000  scientists  and  health  experts 
searching  for  the  solutions  to  age-old  problems. 
Why  are  we  so  sure  the  cures  can  be  found? 
Because  at  Pfizer  we  know  in  our  hearts 
the  only  thing  incurable  is  our  passion. 


Life  is  our  lifers  work. 

www.pfizer.com 


+ 

American  Red  Cross 

To  donate  blood,  please  call 
1.800.GIVE.LIFE 


ay  Department  Stores  Comi>aiiy 


ly,  we  are  a  network  of  people  ; 
ays  focused  on  what  matters 
We  are  challenged  to  achieve 
)als  and  encouraged  to  be  the 
Jte  best  vye  can  be.  -  v  •  w^y  ■^ 

a  talented,  dedicated  and 
entious  team.  We  take  our  jobs 
ly  and  share  the  corporation's 
itment  to  excellence. 

k  beyond  our  differences, 
ividuals,  we  are  recognized 
abilities  and  our  positive 
utions  to  the  success 


ompany. 

ave  what  it  takes  to  get  results 
etail  industry,  I  think  May  is  the 
oiceforyou." 
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Go  Away! 


VACATiONSi  Dirt  cheap  Caribbean  cruises.  Half-price  rooms  at  the  Ritz. 
Round  trip  to  London  for  under  $300.  Drop  whatever  you're  doing.  Now's  the  time  to  roam. 

BY  LEA  GOLDMAN  AND  MATTHEW  SWIBEL 


TROPICAL  BEACHES  ARE  EMPTY — AND  BECKON- 
ing.  Foreign  destinations,  usually  booked  well  in 
advance,  are  begging  for  tourists.  Bargains 
abound  closer  to  home.  Disney  has  doUed  up  its 
Orlando  theme  park  with  unprecedented  dis- 
counts— rooms  as  low  as  $59  a  night.  The  $25  minimum  bet 
on  many  of  the  Bellagio's  blackjack  tables  on  the  Vegas  strip 
has  dropped  to  $5.  Congress  is  considering  a  $500  tax  break 
for  anybody  vacationing  before  New  Year's.  There's 
never  been  a  better  time  to  get  up  and  go. 

This  isn't  your  typical  October- 
November  season,  with 
deals  to  the  tropics 


and  Europe  that  dry  up  by  Christmas.  The  $582  billion  U.S. 
tourism  industry  is  bleeding.  With  no  end  in  sight,  hoteliers, 
tour  operators  and  airlines  are  offering  drastically  reduced 
rates,  free  upgrades,  buy-one-get-one-free  deals.  Celebrity 
Cruises  has  a  week's  excursion  to  the  western  Caribbean  for 
$399  a  head.  Four-star  hotels  like  the  Ritz-Carlton  have  cut 
room  rates  in  half  at  balmy  locales  like  St.  Thomas  and  San 
Juan.  Round-trip  airfares  to  once-in-a-lifetime  places  like 
Dublin  are  now  $300,  half  the  price  of  last  year's.  For  as  little 
as  $279,  you  can  fly  from  Los  Angeles  to  Honolulu  and  back. 

Still  glued  to  your  couch?  Says  Richard  Nigosian,  owner 
of  Manhattan's  Bond  Street  Travel:  "This  is  the  lowest  I've 
seen  fares  go  in  a  decade."  F 
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Boo  Voyage 

ANNEMARIE  AMPARO,  A  UNIVER- 
sity  administrator,  and  her  hus- 
band, attorney  Joshua  Dorchak, 
had  considered  a  weekend  getaway  frorn 
Manhattan  to  a  Rhode  Island  B&ii.  But 
$250  a  night  seemed  steep.  So  Amparo, 
36,  surfed  sites  like  Expedia  and  Orbitz 
and  came  up  with  round-trip  coach  tick- 
ets from  JFK  to  Paris  on  Delta  Air  lines  for 
$301.  Sweeter  still,  she  found  she  could 
buy  one  of  their  tickets  with  40,000  fre- 
quent flier  miles — 20%  fewer  than  usual, 
"h's  cheaper  to  fly  to  Paris  than  to  visit 
Cleveland,"  she  says. 

Fares  to  the  City  of  Light — and  to 
most  of  Europe — are  at  least  30%  less 
than  what  they  were  a  year  ago.  For  the 
end  of  October,  Cheaptickets.com  offers 
New  York  to  London,  round-trip,  for 
$272;  American  Airlines,  $249 
from  New  York  to  Paris.  Fall 
fares  to  both  destinations  are 
typically  around  $500. 


British  Airways  marks  the  return  of  the 
Concorde  in  November  with  round-trip 
fares  of  $4,999 — 60%  off.  (Airfares  are 
as  volatile  as  stock  prices,  so  get  an  up- 
date before  making  plans.) 

In  Paris  palatial  hotels  have  halved 
their  haute  prices.  Le  Meridien  Montpar- 
nasse,  near  where  Paul  Gauguin's  studio 
once  stood,  charges  $166  a  night  for  a 
standard  room,  almost  60%  off.  Book  a 
suite  for  $650  a  night  aboard  La  Vie  en 
Rose,  a  houseboat  moored  along  the 
Seine,  and  you  get  a  fourth  night  for  $100. 
At  the  Eiffel  Tower,  Arc  de  Triomphe  and 
Notre  Dame,  crowds  have  thinned.  What 
had  been  a  two-hour  wait  for  the  Musee 
d'Orsay  has  shrunk  to  20  minutes  or  less. 
Getting  into  hoity-toity  eateries  is  a  snap: 
Guy  Savoy,  which  typically  required  a 
three-week  advance  reservation,  will  be 
happy  to  have  you  if  you  call  a  day  or  two 
ahead.  The  once-bustling  Louis  Vuitton 
boutique  on  the  Champs  Elysees  no 
longer  plays  hard-to-get  with  that  one- 
item-per-customer  rule.  F 
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Ole! 


AFTER  A  MORNING 
horseback  ride  and  vis 
to  a  local  winery,  you  ur 
wind  with  a  soothing  massa^ 
and  a  grape-seed-oil  scrul 
Where  are  you?  Not  Napa,  bi 
Argentina's  province  of  Mer 
doza.  Getting  there  is  55"^ 
cheaper  than  last  year,  thanks  1 
$500  round-trip  airfares  froi 
Miami  on  LanChile. 

Spring  has  just  sprung  here  i 
this  Sonoma-meets-Vail  regie 
210  miles  southeast  of  Santiag: 
Chile.  As  snow  melts  from  t\ 
nearby  Andes,  daytime  temper: 
tures  hover  at  a  toasty  84  dt 
grees — an  ideal  climate  for  vin' 
yards  producing  pinots,  caberne 
and  merlots.  Partly  to  draw  c 
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Swoosh 


THE  BEST  SKI  RESORT  IN  NORTH  AMERICA  IS  IN  CANADA.  WITH 
more  lifts  and  a  higher  vertical  drop  (one  clean  mile)  than  U.S. 
resorts,  British  Columbia's  40,000-bed  resort  town  of  Whistler 
comes  aUve  Thanksgiving  weekend,  when  ski  season  officially  opens. 
Bonus:  a  weak  Canadian  dollar  (63  cents). 

This  ski  hub  isn't  as  accessible  as  Vail  or  Aspen,  which  have  their 
own  airports.  But  fares  to  Vancouver,  74  miles  to  the  south  of  Whistler, 
are  very  affordable.  America  West  flies  there  and  back  from  its  Phoenix 
hub  for  as  little  as  $176, 49%  off  regularly  published  fares  (still  lower  if 
you  fly  from  San  Francisco  or  Los  Angeles).  You  don't  have  to  rent  a  car 
because  you  can  walk  from  your  hotel  in  Whisder  to  shops  and  restau- 
rants. When  you  deplane,  hop  the  $36  Whistler  Express  coach  bus. 

A  $969  five-night,  land-only  package  for  two  fi-om  Tourism  Whistler 
includes  a  pair  of  four-day  lift  tickets  with  a  room,  at  the  four-star  Delta 
Whistler  Resort — ^home  of  the  $35  Shiatsu  massage  and  fi^ee  access  to  the 
sauna — a  package  equivalent  to  a  35%  discount.  A  similar  four-night 
package  including  air  from  Moguls  Mountain  Travel  at  Westin  Resort 
costs  $887,  or  25%  off"  regular  prices.  If  you  can  bear  three-star  treat- 
ment, pay  $71  a  night  (50%  off)  at  the  Coast  Whistler  Hotel  with  a 
three-night  minimum.  Need  skis?  Local  vendor  Spicy  Sports'  four-day 
equipment  rental  special  costs  $63  (35%  below  the  regular  rate  of  $96). 

Food?  In  November  a  $43  three-course  seafood  dinner  by  German 
chef  Rolf  Gunther  at  the  Rimrock  Cafe  wUl  go  for  $29.  After  dinner  the 
civilized  may  want  to  schuss  their  way  to  Mallard  Lounge  in  the  posh 
Fairmont  Chateau  Whistler  hotel  to  sip  on  $6  Red  Shue  martinis 
(vodka,  cassis  and  cranberry).  Or  shake  up  the  caste  system  and  hoist  a 
few  $3  pints  of  draught  beer  with  ski-Uft  operators  at  the  Boot  Pub.  F 


their  allure,  Park  Hyatt  opened  a  Eu- 
ropean-style luxury  retreat  four 
months  ago,  with  a  spa  and  casino.  A 
double  was  $305  a  night.  Now?  Just 
$145.  You're  a  15-minute  drive  from 
local  wineries.  The  hotel's  cellar  has 
2,000  bottles,  including  a  wide  selec- 
tion of  the  region's  signature  red  mne, 
Malbec. 

Before  you  head  home,  spend 
a  weekend  in  Santiago,  where 
rooms  at  Hyatt's  five-star  hotel  go 
for  $142  a  night  (53%  off  week- 
day rates).  Venture  southward 
for  even  better  bargains:  Tour 
operator  Abercrombie  &  Kent 
flies  you  free  from  Santiago  to 
Antarctica — a  value  of  $1,200 — if 
you  board  the  M/S  Explorer  for  a 
ten-day  cruise.  Cost:  $5,725,  $500 
less  than  the  usual  fare.  Total  dis- 
count: 25%.  F 
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^  ^^v*.  Footwear , 


Finely  Crafted  Leathei 
Footwear  For  Men 


Advertisement 


Dali  Prints 


In  Sizes  6  to  20 
&  Widths 
AAA  to  EEEEE 


Our  classically 
styled  dress, 
casual  and 
athletic  designs 
offer  exceptional . 
comfort. . , 


Crafted  in  Italy  and 
the  United  States. 


E.T.WrMit 

All  Annrii.'jn  Tr.iiliiion  Siiw  IsT'i- 


usiness  Opportunities 


NCORPORATE  lor  as  little  at 

'hone  800-441-5940  $H^Or 

Inline  www.lncUSA.com  ' 
ax  302-421-5753  „„pl,„ 


1220  H 


REGISTERED  A6ENTS,  LTD. 


220  H  Markel  SIteel.  Suile  606  Wilminglon,  DE  19801 


OFFSHORE 


K^ompanies  ^  » \i<ii=  " 

►Banking  co«9"^° 

SS:^^'"""'  Capital  Asset 

rrnvacy  Management 

Wp)  710-0002      ''ree  Brochure 
Visa/MC/Amex    www^s«tp  roleciloii.com 


$4,500 
PER  CLIENT 


[ffering  affordable  asset  protection 
make  clients  lawsuit  proof.  All 
le  local  appointments  you  can 
jindle.  Lifetime  residuals.  24-hr. 
icorded  info.  (800)-653-4497 


Hncorporate. 


PwRegistered  agent  services 
<  U.S.  bank  accounts  opened 
'  Nominee  director  services 
^  f Delaware  Incorporation  Handbook 
t  blaware  Business  Incorporators,  Inc. 

1^00.423.2993 


For  a  FREE  CATALOG 
call  toll-free 
1.877.442.1192 

code  J429C. 


RARE  DALI  PRINTS 

tj  you  own.  or  are  con.'iiJeriiifi  the  piircluisc 
of  a  Salvador  Dali  i>iiiir.... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is  fullv 
documented  by  Albert  Field,  curator  of  the 
Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  "Salvatior  Dali:  A 
Retrospective  of  Master  Prints,"  is  a  must 
for  anvone  interested  in  works  signed  bv 
Dali.  Call  now  and  we  will  rush  vou  a  free 
copy  of  "The  SalvadorDali  Collector  s 
Newsletter".  ($15  per  issue) 


Salvador  DAit 


A  Retrospective 
0¥  Master  Prints 


l-(800)  275-3254 

ask  for  Dept.  FM 

hup;//wwvi.a!iiisallcrv  com  •  I'.W  .IKMW-JdWI 
Bauia  Kme  \n  ♦  1 Anuoch  Su  #  lOS,  Paeiric  Palisades.  CA  W27 


Business  Opportunities  M     Legal  Services  j 


Legally  &  Ethically   ■  ASSET  PROTEGTION 


Own YOUR  Own 
OFFSHORE  BANK 

FREE  Report 

800-733-2191 


Business  Services-: 


40%  APR* 

RETURN  CUARANTEED 
$13,500/*42M0 
NO  GIMMICKS 

BALLY  FINANCIAL  GROUP,  INC. 
(888)  539-5006 /LOUIS 


WHY  DIDN'T  I  THINK  OF  THAT 


That's  the  response  we  hear  after  we 
explain  our  unique  and  exciting 
opportunity.  If  vou'rc  looking  for  a 
simple  business  with  HIGH  INCOME 
POTENTIAL  and  absolutely  no 
downside.  let's  talk.  Investment 
required. 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•Maximum  Privacy  •  Tax  Savings 
•  Estate  Planning  •  Global  Investments 


Steven  Sears,  CPA  *  Attorney  at  Law 

714-544-0622  •  www.searsatty.com 


US,  U.K.  &  France: 


Business  Credit  Reports 

in-depth  detailed  information  on  14 
million  businesses  -  virtually  every  U.S. 
&  Canadian  business,  .omy  $3  each. 

Click  or  Call  Now  -  Your  First  Report  is  FREE! 

BusinessCreilitUSA.cam 

Toll-Free:  1-888-274-5325  „fof 


Call  1-800-675-6144 


GQUIUO 


v\/ww.equilio.com 


Mountain  Real  Estate  R.O.I. 

Beautiful  Smokey  Mountain  homes  and 
land  in  the  resort  area  of  the  N.C./TN 
mountains.  Secure  rural  investment 
opportunities  with  great  R.O.I.  Year 
round  activities  and  easy  access. 

Abeers  Realty,  Inc. 
800-566-3373  www.abeers.com 


Education 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 
Complete  Training,  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  life  and  mtk  experience.  Bachelor's, 
Master's,  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loans 
1-800-951-1203  www.arrc.org 
Fax:1-707-371-2979 


0%  Interest  Owner  Financing! 
Kalispell,  Montana 


Private  lake-lront  estate  bordenng  US.  Forest 
Lands,  end  of  road  privacy,  4,500  sf  custom 
log  home,  quest  home  &  vacant  lots.  Fish,  hunt, 
swim,  ski,  hike  or  bring  the  horses:  Pnce: 
$675,000;  $350,000  down,  balance  of  $325,000 
financed  at  0%  interest,  monthly  payments  of 
$1 ,805.56  amortized  1 5  years,  balloon  payment 
due  in  3  'y>ears,  w/a/c.  Owner:  406.756.0167 


For  information  and  rates  on  advertising  in  the  next  Forbes  Business 
Classified  Section  contact:  IVledia  Options  (1-800-442-6441  for  ad  rates 
&  ad  information  only)  Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


Charge 
your  ad. 


Forbes  Subscriber  Service. ..to  order,  change  address  or  other  customer  service,  call  1-800-888-9896. 


T  H  n  H  G  H  T  S 

On  the  Business  of  Life 


TAT 

^    /m    #    hen  a  great  mm  is  in  the  right  place  at  a  time  in  history  when  only  extraordinary 
^Li  ^Lt     greatness  can  avert  cataclysm,  it  is  a  rarest  rarity  Egypt's  Anwar  Sadat  is  one  of 
V       ▼       history's  few.  Almost  singlehandedly,  his  courage,  vision  and  leadership  of  his 
countrymen  have  changed  entirely  the  equations  in  a  Mideast  whose  wars  and  oil  tensions  and  tur- 
moil have  raged  for  three  decades.  In  Egyptian  history  and  world  awareness  the  mettle  of  this  man 
will  outshine  and  outlast  that  of  the  stuff  from  Tutankhamen's  tomb.      — MALCOLM  FORBES  ( 1980) 


All  of  the  great  leaders  have  had  one 
characteristic  in  common:  it  was  the 
willingness  to  confront  unequivocally 
the  major  anxiety  of  their  people  in 
their  time. 

—JOHN  KENNETH  GALBRAITH 


The  most  important  quality  in  a  leader 
is  that  of  being  acknowledged  as  such. 

—ANDRE  MAUROIS 


The  real  leader  has  no  need  to  lead — 
he  is  content  to  point  the  way. 

—HENRY  MILLER 


Perhaps  in  His  wisdom  the  Almighty 
is  trying  to  show  us  that  a  leader  may 
chart  the  way,  may  point  the  road 
to  lasting  peace,  but  that  many 
leaders  and  many  peoples  must 
do  the  building. 

—ELEANOR  ROOSEVELT 


The  seaet  of  a  leader  lies  in  the  tests 
he  has  faced  over  the  whole  course 
of  his  life  and  the  habit  of  action 
he  develops  in  meeting  those  tests. 

—GAIL  SHEEHY 


A  chief  is  a  man  who  assumes 
responsibility.  He  says,  "I  was  beaten." 
He  does  not  say,  "My  men  were  beaten." 
— ANTOINE  DE  SAINT-EXUPERY 


/  am  a  leader  by  default,  only  because 
nature  does  not  allow  a  vacuum. 

—DESMOND  TUTU 


The  right  man  comes  at  the  right  time. 

—ITALIAN  PROVERB 


Oh,  weariness!  heaviness!  Guinea-coast 
slavery  of  solitary  command! 

—HERMAN  MELVILLE 


To  be  a  leader  of  men  one  must 
turn  one's  back  on  men. 

— HAVELOCK  ELLIS 


He  who  has  never  learned  to  obey 
cannot  be  a  good  connnander. 

—ARISTOTLE 


The  leader  must  know,  and  must 
be  able  to  make  it  abundantly  clear 
to  those  about  him  that  he  knows. 

—CLARENCE  B.  RANDAI 


Tlie  great  leaders  have  always 
stage-managed  their  effects. 

—CHARLES  DE  GAULI 


Tiie  weaknesses  of  the  many  make 
the  leader  possible. 

—ELBERT  HUBBAR 


When  the  eagles  are  silent,  the  parrots 
begin  to  jabber. 

—WINSTON  CHURCHIl 


A  Text... 

/  must  work  the  works  of  him  tha 
sent  me,  while  it  is  day:  the  night 
i    Cometh,  when  no  man  can  work. 

I  —JOHN  9 

Sent  in  by  Chung  Wong,  Staten  Island,  N 
What's  your  favorite  text?  The  Forbes  Book 
Quotations:  Thoughts  on  the  Business  of  Life 
given  to  senders  of  Bible  texts  that  are  used. 


More  than  14,000  "Thoughts,"  arranged  alphabetically 
subject,  are  available  in  a  900-page,  one-volui 
deluxe  edition,  The  Forbes  Book  of  Quotations:  TlioughtS' 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  shippi 
and  $1  per  item  for  handling  (add  applicable  sales  ta 
To  order,  please  call  toll-free,  1-800-876-6556. 


November  12.  2001  .  Volume  168  ♦  Number  12  FORBES  (ISSN  0015  6914)  is  published  biweekly,  with  four  special  issues  in  spring,  summer,  fall  and  winter,  with  a  special  issue  in  Ml 
and  an  additional  issue  the  second  week  of  October,  by  Forbes  Inc.,  60  Fifth  .^ve..  New  York,  N.Y.  1001 1.  Periodicals  postage  paid  at  New  York,  N.Y  and  at  additional  mailing  offices.  Canadi 
Agreement  No.  451029.  GST  #  12576  9513  SUBSCRIBERS:  If  the  postal  services  alert  us  that  your  magazine  is  undeliverable,  we  have  no  further  obligation  unless  we  receive  a  corrected  addr 
within  two  years.  RT  POSTMASTER:  Send  iddress  changes  to  Forbes  Subscriber  Service,  RO.  Box  5471,  Harlan,  lA  51593-0971.  MAILING  LIST:  We  make  a  portion  of  our  mailing  list  availai 
to  reputable  firms.  If  you  prefer  that  we  not  include  your  name,  please  write  us.  Copyright  ©  2001  Forbes  Inc.  All  rights  reserved.  Title  is  protected  through  a  trademark  registered  with  the  L 
Patent  Office. 
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H  lidayonlce 

Punched  Out  on  Everest 

California  Motorcycle  Adventure 
Relais  &  Chateaux  Cooking  School 
The  Season's  Most  Glittering  Gifts 


'v 


HOTELS  &  RESORTS 


Places  in  the  heart 


Call  your  travel  agent  or  1  800  866  5577  www.fairmont.coi 


Experience  the  splendor  of  our  recently  renovated  hotels  -  The  Fairmont  San  Francisco  and  The  Fairmont  Miramar  Hotel  Santa  Monica. 


City  Hoiek  U.S.:  The  Fairmont  Copley  Plaza  Boston  .The  Fairmont  Chicago -The  Fairmont  Dallas -The  Fairmont  Kansas  City  at  the  Plaza -The  Fairmont  New  Orleans 

The  Plaza,  New  York -The  Fairmont  San  Francisco -The  Fairmont  San  Jose -The  Fairmont  Miramar  Hotel  Santa  Monica.  Canaiia:  The  Fairmont  Palliser,  Calgary 
The  Fairmont  Hotel  Macdonald,  Edmonton  •  Fairmont  The  Queen  Elizabeth,  Montreal  •  Fairmont  Chateau  Laurier,  Ottawa  -The  Fairmont  Newfoundland,  St.  John's 
The  Fairmont  Royal  York,  Toronto -The  Fairmont  Hotel  Vancouver -The  Fairmont  Vancouver  Airport -The  Fairmont  Waterfront,  Vancouver -The  Fairmont  Winnipeg. 
Resorts:  U.S.:  The  Fairmont  Scottsdale  Princess -The  Fairmont  Kea  Lani  Maui.  Canack:  The  Fairmont  Banff  Springs.  Fairmont  Le  Manoir  Richelieu,  Charlevoix 

The  Fairmont  Jasper  Park  Lodge  .The  Fairmont  Chateau  Lake  Louise  •  Fairmont  Le  Chateau  Montebello .  Fairmont  Kenauk  at  Le  Chateau  Montebello 
Fanmont  Trcmblant,  Mont-Tremblant.  Fairmont  Le  Chateau  Frontenac,  Quebec  City -The  Fairmont  Algonquin,  St.  Andrews  .The  Fairmont  Empress,  Victoria 
The  Fairmont  Chateau  Whistler.  Barbados:  The  Fairmont  Glitter  Bay,  St.  James  .The  Fairmont  Royal  Pavilion,  St.  James.  Bermuda:  The  Fairmont  Southampton  Princess 
The  F:iirmont  Hamilton  Princess.  Mexico:  The  Fairmont  Acapuico  Princess  •The  Fairmont  Pierre  Marques,  Acapulco, 


HERMES 

PARIS 
ENCOUNTERS 
WITH  THE  EARTH'S 
BEAUTY 


"Two  Colors"  silk 
twill  tie. 
Warbler's  nest 
from  France. 
1-800-44)-4488 


From  France,  our  luxurious  three-quari.er  length  shearing  "Colin'  coat. 
Three-ply  intarsia  alpaca  crewneck  sweater.  Super  ISO's  Italian  wool  wlshcloth  flannel  D-rlng  trousers. 

Warmly  expressed. 


R\afStuarl 


SAY  SOMETHING 

Madison  &  45th  New  York  •  875  N  Michigan  Ave  Chicago  •  800/678  8278  •  Visit  us  at  WWW.paulstuart.com 


THE  PRINCIPLES  OF 
AVIATION 

In  the  demanding  world  of  aero- 
nautics, every  single  component 
must  be  officially  approved  and 
certified.  We  apply  the  same 
principle  to  the  manufacturing  of 
our  wrist  instruments. 
All  our  movements  are  certified 
by  the  Swiss  Official  Chrono- 
meter Testing  Institute  (COSC), 
the  ultimate  reference  in  terms  of 
precision  and  reliability.  And 
every  detail  of  our  watches  is 
designed  for  intensive  use. 
One  simply  does  not  become  an 
aviation  supplier  by  chance. 


Raddiflfe  Jewelers     -  ^: 

.  )  •  The  Pel  feci  Sen  ill)!    hnl'itie. Jewelry 

Towson  town  Cen|fer,  Towson,  MD  21204  410-321-6590 
www.radcliffejeweiers.coin  ^ 


THE  ESSENCE  OF  BREITLING 

B-1.  Electronic  multifunction 
chronograph  with  twin  analog  and 
digital  displays.  The  most  complete 
and  sophisticated  among  the 
Breitling  instruments  for 
professionals. 


FOR  A  B 


3REITLING 


\G  CATALOG  PLEASE  CALL  800.641.7343 
,  www.breitling.com 


New  York  City 
would  like  to 
thank  you. 

in  person. 


To  all  those  around  the  world  who  have  expressed  support  and  concern  for 
our  incredible  city  these  past  weeks,  we'd  like  to  thank  you  face  to  face. 
Everyone  who  loves  New  York  can  help  by  simply  visiting  the  greatest  city 
on  earth.  Come  for  a  weekend.  See  a  show.  Visit  a  museum.  Eat  at  a 
restaurant.  Go  shopping.  Together,  we  will  prove  that  the  spirit  of  America 
is  unbroken.  And  that  New  York  City  will  emerge  stronger  than  ever. 


The  toll-free  New  York  City  Visitor  Information  Hotline  1-888-805-404U. 


NYC  &  Company  -  the  Convention  &  Visitors  Bureau 


dn  t  a  whole  barrel  of  Tennessee  Whiskey  make  a  great  gift  to  a  good  friend  or  customer?  It  you  agree,  call  us  at  1-888-551-5225. 


OLKS  LIKE  JACK  DANIEL'S  SINGLE  BARREL 

I  MUCH  WE'VE  DECIDED  TO  MAKE  IT  AVAILABLE  BY  THE  BARREL. 

h  barrel  of  Jack  Daniel's  Single  Barrel  is  hand-selected  during  aging  by  our  head  distiller 
rareness  and  taste.  Just  one  of  our  white  oak  barrels  yields  approximately  240  bottles 
)ur  newest  Tennessee  Whiskey.  So,  no  matter  how  big  a  drinker  you  are, 
/ill  definitely  hold  you  awhile.  Of  course,  getting  one  of  these  400-pound 
rels  into  your  hometown  will  take  some  doing.  But  if  you're  interested, 
write  our  head  distiller  here,  Jimmy  Bedford.  He'll  even  put  your  name 
the  barrel  if  you'd  like. 

JACK    DANIEL'S   SINGLE  BARREL 

f  Your  friends  at  ]ack  Daniel's  remind  you  to  drink  resfionsibly . 

Tennessee  Whiskey  •  47%  alcohol  by  volume  (94  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop.  351),  Tennessee  37352  •  www.idsinglebarrel.com 

Placed  m  the  Natumal  Rc's/ster  of  Hi.sii)rif  Places  hy  the  United  States  Government. 

I  JACK  DANIEL'S  and  OLD  NO.  7  are  registered  trademarks  of  Jack  Daniel's.  ©  2001 . 


SURGEON  GENERAL  WARNING: 

jgars  Are  Not  A  Safe  Alternative 
Fo  Cigarettes. 


merica%  Game, 
merica^  Cigar. 


rtimeless  rhythms  of  the  game  of  baseball  never  change, 
iiier  do  the  uncompromising  steps  that  make 
"  y  Maconudo  the  last  word  in  smooth,  mellow  taste. 

thafs  how  Macanudo  inspires  the  passion  that 
n  es  it  America's  best-selling  premium  cigar. 


MACANUDO 

An  American  Passion. 


Imported  from  the  Dominican  Republic  in  tour  distinctive  tastes 
MACANUDO  CAFE  /  MACANUDO  ROBUST  /  MACANUDO  MAOURO  /  MACANUDO  VINTAGE 
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Hummer  is  a  proud  sponsor 

of  the  Forbes.com  Live  Large  Challenge 


like  nothing  else." 


PRESIDENT 

ROBERT  FORBES 
PUBLISHER,  FYI 

GAIL  DAY 

EDITOR 

CHRISTOPHER  BUCKLEY 

EXECUTIVE  EDITOR 

PATRICK  COOKE 
CREATIVE  DIRECTOR 

MARK  GRISCHKE 
MANAGING  EDITOR 
LORRAINE  KORMAN 
SENIOR  EDITORS 
RICHARD  NALLEY 
NEAL  SANTELMANN 
ASSOCIATE  EDITORS 
THOMAS  JACKSON 
KERRY  MULLETT  STROM 

CONTRIBUTING  EDITORS 

JAMES  Y.  BARTLETT 

TOM  CONGDON 
ANDREW  FERGUSON 

GEORGE  HERRICK 
GEOFFREY  NORMAN 
P.J.  O'ROURKE 
MIKE  SALISBURY 
DICK  TERES! 

DESIGN  DIRECTOR 

PENNY  BLATT 
DESIGNER 

STACY  WAKEFIELD 

CONTRIBUTING  PHOTOGRAPHER! 

MICHAEL  MYERS 
RON  REEVES 

PRODUCTION 

MARY  NEMETH 
ALAN  BIEDERMAN 
PETER  KELLEHER 

ASSISTANT  TO  THE  PRESIDENT  j 

VICKI  ROGERS 

FYI  ONLINE  @  FORBES.COM 


WWW.FORBES.COM 


Copyright  ©200I  Forbes  Inc.  All  rights  reserved. 
Printed  in  U.S.A. 


times  you  find  yourself  in  the  middle  of  nowhere.  And  sometimes  in  the  middle  of  nowhere  you  find  yourself.  The  legendary  HI. 


Pierce 
Brosnan's  choice 


OMEGA 

3ad«?  Cal  Jewelry  &  Watch  Co.    lOOO  Stockton  street,  San  Franasco,  CA  94108  415-982-4863 
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Into  Finn  Air  /  "Assault  on  Mt.  Everest"  acquires  a 

new  meaning  when  an  e-mail  goes  dangerously  astray. 
by  Finn-Olaf  Jones  


.54 


The  Rise  of  the  Skybox/Bom  in  Babylonia,  moved  to 
Arizona — the  hidden  history  of  plush-bottom 
stadium  seating,  by  Bruce  McCall  62 


Great  Expectations  / 

Did  someone  say  excessories} 

From  Bulgari  to  the 

ultimate  golf  buggy,  the 

season's  brightest  bonbons. 

by  Mark  Grischke  68 


Get  Your  Motor  RunninV 

On  a  motorcycle  trip  from 
San  Diego  to  Palm  Springs,  the 
eagle  rides  alone — a  tale  of 
bowl-o-ramas,  heartbreak  and 
one  reaUy  impressive  T-rex. 
by  Mike  Salisbury  
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The  Gear  Box  /  That  Honda  is  how  big?  The  thinking 
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in  the  kitchen  of  Le  Bernardin  wiser  and  weightier. 
by  Andy  Birsh  
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by  Richard  Nalley  
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salmon — and  pickle  you  in  rare 
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Covet  Pygmalion  and  Galatea,  on  ice.  Diamond-and-white-gold  earrings, 
$j8,ooo,  by  Mimi  So  Diamonds  and  Fine  Jewelry.  New  York,  (212)  j^4-i40j.  His 

T-shirt,  $j8,  by  Levi's  Vintage  Clothing,  at  Selvedge,  New  York;  Barneys,  New 
York  and  Chicago;  and  K-Bond,  Los  Angeles.  Jeans,  S142,  by  Paper  Denim  &  Cloth, 

at  Atrium,  New  York;  Ron  Herman,  Los  Angeles;  and  Fred  Segal,  Los  Angeles. 
Hand-painted  leather  belt,  s/50,  by  Young  &  Devine  NYC,  (yiS)  p6j-046o.  Leather 

wristband,  sjo,  by  Jutta  Neumann,  New  York,  (212)  (^82-^048.  Photograph  by 
Ron  Reeves.  Models:  May  Andersen  at  IMG  Models  andAJ  Bontempo  at  Boss  Bread 
by  Calvin  French.  Hair  by  Thomas  Hintermeier;  makeup  by  Scott  Patric;  manicure 
by  Sofia  Shusterov;  all  for  Garren  New  York.  Artificial  ice  sculpture  by  Michael 
Miller  Model  Maker,  www.michaebnillerinc.com.  Sculpting  tools  courtesy  of  The 
Compleat  Sculptor,  New  York.  Digital  composition  by  Extreme  Digital. 
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You  HAVE  30  DAYS  TO  DECIDE. 

(That's  29  more  than  you'll  need.) 


The  Bose®  Wave-  radio/CD.  No  other 
system  this  small  delivers  the  clear,  natural, 
room-filling  sound.  Once  you  hear  it,  you'll 
know  why  we  can  confidendy  offer  you  a  30- 
day  in-home  trial  -  without  obligation  or  risk. 
The  performance  is  that  convincing. 

Only  Bose  gives  you  such  rich,  full  sound 
from  such  small  size.  That's  because  only  Bose 
has  acoustic  waveguide  speaker  technology.  It's 
a  patented  breakthrough  so  revolutionary,  it 
won  us  the  prestigious  "Inventor  of  the  Year" 
award  -  one  of  the  many  innovations  that  help 
make  us  the  most  respected  name  in  sound. 

Call  us  toll  free  and  discover  a 
whole  new  way  of  listening  to  music. 
We'll  ship  the  Wave"  radio/CD  or  Wave" 


1-800-539-2073,  ext.T8485 

For  more  infornution  on  all  out  products  www.bose.com/t8485 
Please  specify  when  ordering: 
Wave*  radio/CD:  □  Platinum  mite  or  □  Graphite  Gray 
Wave^  radio;  □  Platinum  White  or  □  Graphite  Gray 

NAME  ADDRESS/ClTY/STATE/ZiP 

DAY  PHONE                               EVENING  PHONE 
Mjii  to  Bcae  CorporJiioo.  Dtp)  CDD  TM8S.  Tht  Mo   t ,  M\ij|-oi  ■Jl'.M 


Wavt^-  RndwK.D 


For  Free  Skipping 
order  by  Dec.  31,  2001. 


radio  directly  to  your  door.  So  you  can  listen 
tor  yourself  and  make  up  your  own  mind. 
Then,  if  you  can  bear 
to  part  with  it,  return  it 
to  us  within  30  days  for  a  full  refund  of  your 
purchase  price.  We'll  even  arrange  to  have  it 
picked  up  if  you  like.  No  questions  asked. 
It's  that  simple. 

Call  for  our  interest-free  payment  plan  that 
lets  you  make  12  low  interest-firee  monthly 
payments.  And  be  sure  to  ask  about  our 
30-day  in-home  trial  which,  we  think  you'll 
agree,  provides  29  days  too  many. 


Better  sound  through  research® 


©2001  Bose  Corporation.  Patent  rights  issued  and/or  pending.  T  he  Wave''  radio  design  is  also  a  registered  trademark  t)l  Bose  C^orporation.  Installment  payment  plan  and  free 
shipping  offer  not  to  he  combined  with  any  other  offer  or  applied  to  previous  purchases.  Payment  plan  available  on  credit  card  orders  only  and  subject  to  change  without  notice. 


Peter  Elliot  stores  for  men,  women  and  kids  hold  the  sorts  of  things  that  make  you  glad  you  came  in  to  shi 
Case  in  point:  this  autoracing  gear  from  Chapal,  a  French  leather  goods  company  with  factories  in  Pai 
In  business  since  1832,  Chapal  has  outfitted  aviators,  race  car  drivers  and  men-about-town — and  Elliot  Rati 
owner  of  Peter  Elliot,  has  that  same  sort  of  dashing  man  or  woman  in  mind  when  he  stocks  his  stores.  In  adi 
tion  to  Chapal,  you'U  find  Kiton  suits  and  sportcoats,  Belvest  tailored  clothing  for  men  and  women,  Corgi  cJ 
dren's  sweaters  and  lots  of  special  items  made  just  for  Rabin.  Peter  Elliot,  New  York  and  Southampton,  (2i2)jyo-2j\ 
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Spoon  River 


THERE  ARE  GIANT,  BONELESS, 
prehistoric-looking  fish  lurking  in 
America's  lakes  and  rivers,  and 
unfortunately  for  them,  their  eggs 
taste  sensational.  Call  them  pad- 
dlefish,  spoon-billed  catfish  or 
spoonfish,  the  odd-looking  crea- 
tures' roe  taste  and  even  look  like 
the  Sevruga  caviar — briny,  fruity, 
subtle — that  comes  from  their 
distant  relative,  the  sturgeon.  But 
unlike  the  caviar  sturgeon,  whose 
i:   home  waters  in  the  Caspian  are 
I  an  eco-disaster  in  progress,  pad- 
dlefish  are  being  successfully 
farm-raised  in  the  clear,  crisp 
springs  of  Kentucky.  The  apostle 
of  spoonfish  dining,  Lewis 
Shuckman,  of  Shuckman's  Fish 
Co.  &  Smokery  in  Louisville, 
also  smokes  the  sturgeonlike  fish 
after  soaking  it  in  15-year-old 
bourbon.  Shuckman  sees  it  as 
part  of  his  mission  to  encourage 
•;he  state's  farmers,  hard  hit  by  the 
decline  of  tobacco,  to  diversify 
into  aquaculture.  $15  per  oz., 
Shuckman 's  Fish  Co.  &  Smokery, 
Louisville;  (502)  775-6478, 
www.  kysmokedfish.  com. 


Fish 


Co 


LOUIS'* 


Your  Jeans' Genes 


BLUE  JEANS  ARE  AMERICA'S 
national  uniform.  What  began 
as  riveted  work  clothing  (first  patented  by  Levi  Strauss  8c  Co.  in  1873) 
became  a  symbol,  by  turns,  of  youthful  rebellion;  of  the  countercul- 
ture; of  rampant  consumerism;  and,  ultimately,  of  a  dressed-down 
society.  This  month,  the  history  of  the  jean  comes  full  circle,  as  Levi's 
Vintage  Clothing  begins  retailing  copies  of  the  oldest  pair  of  Levi's 
ever  found.  Known  within  the  company  as  the  Nevada  jean  (the  orig- 
inal pair  came  from  a  mining  town  there),  this  limited-edition  gar- 
ment replicates  the  fabric,  finish  and  details  of  the  1880s  original.  The 
only  real  difference  is  the  price:  In  the  1880s,  a  sturdy  pair  of  Levi's 
could  be  had  for  75  cents.  Limited-edition  Nevada  jean,  $400,  by  Levi's 
Vintage  Clothing,  at  The  Levi's  Store,  San  Francisco;  Selvedge,  New  York; 
Barneys,  New  York;  K-Bond,  Los  Angeles;  and  Fred  Segal,  Santa  Monica. 
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Grape  Books 
Of  Our  Time 

THIRTY  YEARS  AGO  THE  BRITISH 
connoisseur  Hugh  Johnson  first 
published  his  groundbreaking  The 
World  Atlas  of  Wine,  a  compre- 
hensive reference  to,  well,  the 
ground,  or  those  portions  of 
it  hospitable  to  wine  grapes.  The 
three  decades  since  then  have 
been,  as  he  notes  in  the  intro- 
duction to  the  spanking-new  fifth 
edition,  "the  most  eventful  and 
fruitful  years  in  the  whole  history 
of  wine."  In  other  words,  there's 
plenty  of  new  ground  to  cover.  To 
aid  him  in  this  sweeping  update 
(the  first  since  1994),  Johnson 
has  collaborated  for  the  first  time 
with  author/TV  commentator 
Jancis  Robinson,  forming  a  kind 
of  Brit-Crit  Dream  Team  of  the 
wine  world.  The  colorful  new 
Atlas,  chockful  of  photographs, 
labels  and  maps,  doesn't  exactly 
inspire  browsing — its  information 
load  is  too  concentrated — but 
it  is  authoritative  without  a  lick  of 
pomposity.  It  may  just  be  the 
wine  reference  book  to  have  when 
you're  having  only  one.  The 
World  Atlas  of  Wine,  by  Hugh 
Johnson  and  Jancis  Robinson,  $50, 
352  pages,  Mitchell  Beazley. 


From  the  Desk  of... 

obert  Whitley  was  once  commissioned  to  make  an  exact 
replica  of  JFK's  desk — that  intricately  carved  Victorian  bat- 
itleship  that  John-John  played  hide-and-seek  beneath,  and  that 
nearly  every  president  has  used  since.  He  spent  three  days  in  the  Oval 
Office  while  Jimmy  Carter  was  out  of  town,  measuring  and  pho- 
tographing every  inch  of  it.  "When  I  opened  the  top  drawer  of  the 
presidential  desk,"  he  recently  recounted,  "there  were  five  packs  of 
Rolaids  there."  Like  that  imposing  desk,  some  of  the  best  works  of  art 
are  as  functional  as  they  are  aesthetic,  which  is  why  Whitley's  sculp- 
tures double  as  fiarniture.  He  spends  half  of  his  time  re-creating  18th- 
century  pieces,  and  the  rest  on  modern  ones  of  his  own  design,  like 
the  "Forest  Console,"  shown  here.  An  order  for  one  of  Whitley's 
pieces  can  take  four  to  eight  months  to  fill.  "Two  hundred  years  from 
now,"  he  says,  "I  want  [them]  to  be  around."  The  "Forest  Console," (only 
three  have  been  made),  costs  $y,^oo.  Robert  Whitley  Studio,  (21^)  2gy-84p. 


Wrao  Artists 


'TWAS  THE  NIGHT  BEFORE  CHRISTMAS, 
when  all  through  the  house,  not  a  crea- 
ture was  stirring,  except  you  and  your  spouse — just  settling  in 
for  a  long  night  of  wrapping  presents.  Kate's  Paperie,  New^ 
York's  purveyor  of  fine  paper  products  and  stationery, 
now  offers  the  perfect  solution  for  procrastinators.  i 
Simply  have  your  gifts  delivered  from  their  point 
of  purchase  to  Kate's  flagship  location  in  Manhattan,  and 
Kate's  will  custom  wrap  personal  and  corporate  gifts 
of  any  shape,  size  and  quantity — anything 
from  an  upright  piano  to  a  200-carat  canary 
diamond  tiara.  Kate's  can  turn  most  orders 
around  in  a  day  and  ships  anywhere.  $12- 
$90  for  most  packages.  Visit  www.katespa- 
perie.com  or  call  (212)  941-9816,  x328. 


While 

Welcome  to  The  Peninsula 
service  may  sec 


WWW.  PENINSULA.  C 


HONG  KONG 


MAN'!  LA 


BANGKOK 


BEIJING^ 


NEW  YORK 


'^^btflesdir^Hotcfs      For  resei  .  aclons,  (.  lease  contact  your  travel  professional  or  contact  us  at  reservation@peninsula.com  "The  Palace 


Dogs  are  like  small  children: 
You  love  them,  send  them  to 
school,  wrestle  with  their  lack 
of  verbal  skills  and,  yes,  even  let 
them  sneak  into  your  bed.  But 
there  are  times  when  a  dog — like  a 
two-year-old — really  ought  to  have 
a  crib  of  his  own.  And  this  chic 
piece  of  canine  fiirniture  addresses 
two  key  issues:  your  aesthetic 
requirement,  and  Fifi's  comfort. 
Oak  dog  bed  with  mahogany  finish, 
$799>  pillow,  $120,  and  bowl,  $65,  by 
'i  DogShow  by  Ken  Zane,  New  York, 
(212 )  j6i-i^2o,  www.  zdogshow.  com. 


LAND  ROVER,  JR.  Success  has  a  thousand  fathers, 

as  the  saying  goes.  In  the  case  of  the  SUV,  it's  more  like  a  million, 
or  maybe  a  trillion.  Today,  every  car  company  now  claims  credit  for 
originating  the  form.  Bollocks!  Land  Rover  was  building  those 
four-wheel,  rust-resistant,  al-u-min-ium  boxes  for  use  in  the  bush 
long  before  Ford  became  an  explorer.  With  the  introduction  of  the 
new  Freelander,  Land  Rover's  entry  into  the  already  crowded  "small 
SUV  segment,"  the  company  continues  to  point  the  way.  The 
Freelander  has  a  smooth  dual-overhead  cam  V6  engine  that  cranks 
out  175  hp.  Permanent  all-wheel  drive  is  standard,  and  it  has  a  trac- 
tion control  that  operates  at  up  to  31  mph  by  limiting  the  slip 
between  the  front  and  the  rear  axles.  The  Freelander  also  has  a  "hiU 
descent  control"  system  that  operates  in  first  and  reverse  gears 
that  makes  certain  you  don't  go  zooming  down  steep  hiUs  out 
of  control.  Like  aU  SUVs,  its  interior  is  a  lot  more  civilized  than 
back  in  the  Daktari  days:  Power  windows  and  air-conditioning  are 
standard  equipment.  If  there's  any  complaint  about  the  Freelander, 
it  may  be  that  the  cargo  space  seems  limited,  but  if  you  know 
you're  buying  a  "small  SUV,"  what  would  you  expect?  Prices  start 
at  under  $26,000  for  the  S  series,  but  we'd  suggest  that  you  go 
for  the  HSE  package,  which  includes  goodies  like  leather  seats, 
tinted  windows  and  alloy  wheels.  It's  only  about  four  grand  more. 
Live  a  little,  bwana.  For  more  information,  go  to  www.landrover.com. 


mi 


I  Bespoke 


IVyilfCOlf  There's  a  new  status  symbol  separating  the  men  from 
IwiyOdI  {he  boys,  the  women  from  the  girls,  the  power-wielders 
from  the  order-takers.  Hermes — ever  the  source  of  such  things — is  pro- 
moting a  service  called  Gifts  Made  to  Measure.  The  program  was  con- 
ceived with  corporate  cUents  in  mind,  but  there's  no  reason  individual 
customers  can't  take  advantage  of  it,  too.  Just  use  the  handy  sketch  pad 
to  whip  up  an  idea  for  virtually  any  luxury  product — a  one-of-a-kind 
silkscrcen  pattern  for  ties  or  scarves,  perhaps,  or  customized  leather  or 
porcelain  goods — and  the  folks  at  Hermes  (once  they've  approved 
the  design)  will  make  it  happen.  All  you  do  is  pay  the  bill,  which,  for 
ties,  starts  at  $44,000  (including  design  and  production  fees)  and  goes 
straight  up  from  there.  Gifts  Made  to  Measure,  at  Hermes,  (800)  441-4488. 


WHEN  GUS  PAPPOUS  IS  IN  ONE  OF  HIS  INFLATABLE  FLYING  BOATS,  HE  HAS 
an  advantage  over  the  fish  in  the  vi/ater — he  can  see  them.  He  once  spotted 
a  40-pound  cobia  from  the  air,  touched  down  softly  in  the  vi/ater  in  front  of 
it,  cast  and  hooked  it.  But  Pappous  spends  most  of  his  time  teaching,  not 
fishing,  at  his  dealership  in  Panama  City  Beach,  Florida,  fittingly  called  Gus's 
Incredible  Flying  Boats.  Made  in  Italy,  his  flying  boats  are  essentially  hang 
gliders  bound  to  rubber  rafts,  with  582cc  Rotax  propeller  engines  strapped 
to  the  back.  (No  fatalities  so  far,  he  assures  us.)  But  as  goofy  as  they  may 

appear,  Gus's  flying  boats  set  a  new 
standard  for  fun,  incorporating  boat- 
ing, flying  and  fishing.  If  you  decide  to 
spring  for  one,  it  will  run  you  $23,000, 
but  Gus  will  throw  in  the  training  for 
free.  Gus's  Incredible  Flying  Boats,  (850) 
866-3805,  www.  flyingbeachboat.  com. 
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The  Music  Box 


THIS  HOLIDAY  SEASON'S  MONSTER 
blockbuster  CD  box  set?  The 
BSO,  man.  Load  up  your  CD 
carousel  with  15  hours  of  never- 
before-issued,  rescued-from-the- 
ether  performances  by  the  Boston 
Symphony  Orchestra,  broadcast 
on  the  radio  between  1943  and 
2000.  Its  span  includes  a  trea- 
sure trove  of  live  concerts  by 
such  legendary  BSO  conductors 
as  Serge  Koussevitzky  and  Seiji 
Ozawa  (who  chose  the  selections 
on  the  two  discs  devoted  to 
him).  The  set  also  includes  guest 
performances  by  the  likes  of 
Aaron  Copland,  Leopold  Stok- 
owski  and  Bruno  Walter.  Boston 
Symphony  Orchestra  Symphony 
Hall  Centennial  Celebration:  From 
the  Broadcast  Archives  1943- 
2000,  $225  plus  shipping; 
(888)  266-1200,  www.bso.org.* 


BAD     A     MORE     COLORFUL  LIFE 

e   Macallan      single    malt    whisky     rich  in  color  rich  in  taste 

The  Macallan  Scotch  Whiskv®.  40%  and  43%  alc./vol.  RtMY  Am^rique,  Inc.,  New  York,  NY.  2.001  ©The  Macallan  Disjillers,  LTD. 


FYEye 


It  Will  Make 
Your  Saab  Run 
Better  Too  


THIS  YEAR,  SKIP  THE  CARTON  OF 
store-bought  eggnog  and  instead 
surprise  your  guests  with  hot 
mugs  of  glogg  (pronounced  gloog 
or  glug).  It's  the  sweetest  word, 
aside  from  spring,  a 
Scandinavian  can  hear 
during  the  long  cold  winter. 
This  fragrant  hot  mulled 
drink — more  like  a 
liquor-and-fruit  soup  or 
stew — is  a  North  Country  holiday 
treat.  Traditionally  served  to 
celebrate  the  feast  of  St.  Lucia  on 
December  13,  it  is  steeped  and 
tended  lovingly  over  the  course  of 


days,  allowing  its  heady,  beckon- 
ing aroma  to  fill  the  house. 
Chef  Marcus  Samuelsson  of 
New  York's  Restaurant  Aquavit 
supplies  the  following  recipe. 

1  bottle  red  wine 
V2  cup  vodka 

2  pieces  whole  cinnamon 
6  cloves 

1-1x3- inch  piece  fresh 
ginger  (peeled  and  sliced) 

V2  teaspoon  crushed 
cardamom  seeds 

1  cup  of  sugar 

2  tbsp  almonds 
2  tbsp  raisins 
peel  of  1  orange 


Crush  the  cardamom  and  cin- 
namon. Place  spices  and  orange 
peel  in  a  glass  jar;  add  vodka. 
Cover  and  let  stand  for  24  hours. 
Strain.  Boil  the  almonds  in 
water  for  ten  seconds,  rinse  with 
cold  water  and  peel.  Mix  the 
red  wine  and  flavored  vodka 
in  a  pot.  Add  sugar.  Heat  covered 
for  a  few  minutes,  but  do  not 
boil.  Serve  warm.  Garnish 
individual  portions  with  raisins 
and  almonds  as  desired.  Skal! 


Re-Boot  and  Try  Again 


Since  the  earliest 
days  of  snow  sports, 
skiers  have  suffered  in  silence  in  boots  that  killed  their  feet. 
Then  along  came  snowboarders  with  their  incredibly  com- 
fortable footwear,  and  the  shushing  masses  could  contain 
themselves  no  more.  It  took  a  while,  but  this  season  fmally 
marks  the  introduction  of  "soft"  ski  boots  from  Kneissl, 
Salomon  and  Rossignol.  Though  the  new  designs  still  have 
hard  outer  shells  for  stability,  pliable  material  across  the  tops 
of  the  boots  make  them  downright  comfy.  The  Softi  from 
Rossignol,  shown  here,  has  stylish  leather  uppers  and 
an  insulated  and  waterproof  "closed-ceU  bonding  struc- 
ture" between  the  cushy  inner  boot  and  outer  shell. 
Thovigh  the  most  aggressive  skiers  may  be 
less  than  thrilled  with  their  performance. 
Soft  I's  should  be  just  fine  for  the  vast 
majority  of  recreational  skiers, 
especially  on  groomed  trails 
and  in  endless  lift  lines. 
Rossignol  Soft  I,  $4pc)- 
$S79;  (802)  863-2511, 
WW  w.r  OS  signol.com. 


Trice  Jewelers  2520  S.  Colorado  BM.,  Denver,  CO  80222  (303)  759-9661 
Topper's    1315  Burlingame  Ave.,  Burlingame,  CA  94010  650-347-2221 


GOLF  BAG / 


Mulligan  at  the  Oasis 


'he  world's  most  hedonistic  pro-am?  Play  Morocco's  Hassan  II  Golf  Trophy. 

By  John  Steinbreder 


HIS  COULD  HAVE  BEEN  JUST  ANOTHER  SATURDAY  AT  THE  DRIV- 

lg  range  back  home — or  could,  that  is,  if  the  view  at  home  included  a 
loroccan  cork  forest  and  a  layout  crowded  with  banana  trees  and  papyrus 
ants,  all  meticulously  maintained  by  a  greenskeeping  staff  of  hundreds.  Nor 
3es  my  usual  weekend  game  include  Seve  Ballesteros,  who  was  unlimbering 
2xt  to  me  while  Ali,  my  caddie,  kept  up  a  running  commentary  about  the 
itricacies  of  negotiating  his  four-wife  household. 
So  began  my  first  day  as  a  contestant  in  the 
assan  II  Golf  Trophy,  an  annual  pro-am  golf  tour- 
iment  named  for  the  late  King  of  Morocco,  and 
;ld  most  Novembers  since  1971  at  the  Royal  Dar 
s  Salaam  Golf  Club  in  the  capital  city  of  Rabat.  To 
y  right  at  another  practice  tee  was  Costantino 
occa,  the  sweet-smiling  Italian  who  battled  John 
aly  for  the  1995  British  Open  title,  only  to  lose  in 
hard-fought  playoff.  Both  players  were  spraying 
dls  all  over  the  range,  swearing  after  each  hook 
shank.  At  least  Costantino  had  an  excuse:  Like 
e,  he  was  trying  to  shake  the  effects  of  the  bottle 
grappa  he  and  I  had  shared  the  night  before. 
It  is  moments  like  these — meaning  both  the 
If  and  the  grappa — that  make  the  Hassan  II 
5rth  the  trip  to  North  Africa.  Unlike  some  pro- 
is,  in  which  your  heavy  entrance  fee  gets  you  the 
5tracted  company  of  a  star  for  18  holes,  period, 
is  is  ten  days  of  camaraderie  made  all  the  more 
pealing  by  the  sheer  exoticism  of  the  su  rroundings. 
The  tournament  consists  of  three  days  of  pro-am  play,  with  about  40 
OS  and  100  amateurs  from  all  over  the  world.  Then  there  is  a  fmal  two 
ys  of  competition  for  pros  only,  with  the  player  posting  the  lowest  72-hole 
jre  taking  home  the  title,  and  the  much-coveted  jewel-encrusted  gold 
gger  that  goes  with  it.  Over  the  years,  the  Moroccans  have  lured  some  of 
If  s  biggest  names  to  the  Hassan  II,  including  Nick  Faldo,  Vijay  Singh,  Payne 
swart,  Gary  Player,  Billy  Casper,  Colin  Montgomerie  and  Nick  Price — 
)stly  by  handing  out  tens  of  thousands  of  dollars  in  appearance  money. 
And,  of  course,  the  chance  to  play  golf  with  such  big-name  pros  is  a  big  part 
the  reason  duffers  would  plunk  down  nearly  $10,000  apiece  to  play  in  the 
issan  II.  Another  strong  lure  is  the  venue  itself.  The  Red  Course  at  Royal 
ir  Es  Salaam  was  designed  by  Robert  Trent  Jones,  and  is  routinely  ranked 


ocenery  courtesy  of 
ancient  Rome: 
Royal  Dar  Es  Salaam 


FORBES  FYI  29 


Can  we  play  through?  Party  time  at  the  Hassan  II  Trophy 


among  the  top  loo  layouts  in  the 
world.  Nick  Price  told  me  it  is  the 
finest  Trent  Jones  track  he  has  ever 
seen.  After  he  won  the  1997  event, 
Colin  Montgomerie  exclaimed:  "I 
only  wish  the  courses  we  played  on 
the  (PGA)  European  Tour  were  in 
such  good  shape." 

Among  the  course's  finest  holes  are 
the  par-three  9th,  which  features  a 
stylish  island  green,  and  the  par-five 
i8th,  a  dogleg  left  with  a  tricky, 
uphill  approach  to  the  putting 
surface.  My  personal  favorites, 
however,  are  11  and  12,  where 
graceful  columns  transported 
from  the  ancient  Roman  city 
of  Volubilis  rise  from  the  earth 
bet\veen  the  fairways. 

But  what  really  makes  the 
Hassan  II  the  Tiger  Woods  of 
pro-ams  is  Morocco  itself,  and 
the  opportunity  to  see  it  in  style 
while  traveling  with  the  pros, 
sharing  drinks  and  dinners, 
attending  black-tie  parties  and 
bartering  with  the  rug  merchants 
and  snake  charmers  in  the  souks. 
And,  of  course,  playing  golf 

Even  the  pros  feel  that  there 
is  something  special  about  play- 
ing for  the  Trophy.  "Sure,  money 
was  part  of  the  reason  I  came," 
says  Donnie  Hammond,  a  jour- 
neyman pro  who  has  won  two 
titles  on  the  PGA  Tour.  "But 
I  was  also  interested  in  seeing 
someplace  different.  And  Mor- 
occo sure  is  different." 

How  different?  Well,  one 


afternoon  after  a  round  of  golf  in 
Marrakech,  where  we  all  spent  a  cou- 
ple of  days  before  the  tournament,  our 
hosts  arranged  a  sumptuous  lunch  for 
200  under  a  vast  Berber  tent.  Waiters 
in  crisp  white  jackets  brought  in  trays 
of  lamb,  chicken  and  couscous  while  a 
local  troupe  sang  traditional  songs  and 
danced  on  carpets  that  had  been  laid 
out  before  a  large  pool.  Several  of  us 
got  up  to  cut  some  of  that  Moroccan 


rug  with  the  performers,  who  w( 
flowing  white  caftans  and  colon 
dresses.  Hammond  looked  at  me  a| 
said:  "Best  19th  hole  I've  ever  seen. 

Later,  I  took  a  side  trip  to  the  c 
of  Meknes,  which  lies  85  miles  easl 
Rabat.  Once  known  as  the  Versaii 
of  Morocco,  it  boasts  a  number! 
monuments  and  palaces  that  wj 
built  in  the  17th  century  by  Mou^ 
Ismail,  an  Alaouite  sultan  who  6 
sured  a  long-lasting  legacy  by  fathi 
ing  more  than  700  sons.  The  citj 
also  home  to  the  Meknes  Royal  G 
Club,  a  rather  pedestrian,  nine-hi 
track  that  measures  3,000  yards.  J 
while  the  design  may  be  mundai 
the  setting  certainly  is  not — the  cou 
is  surrounded  by  the  300-year-< 
walls  of  one  of  the  late  Hassan  1 
palaces.  His  Majesty,  I  was  told,  liU 
to  walk  onto  the  layout  from  his  re 
dence  through  a  Moorish  gate  nexi 
the  fourth  tee.  And  he  preferred! 
play  at  night,  hence  the  light  tow 
that  rise  throughout  the  course. 


Playing  with  the  Big  Boys  (and  Girls 


THE  GREATEST  THING  ABOUT  PRO-AMS  IS  THAT  YOU  DON'T  NEED  TO  BE  A  GREAT  GOLFE 
to  play  in  them.  All  that  is  required  is  a  verifiable  golf  handicap  and  plenty  of  spare  chanj 
(a  spot  can  cost  as  much  as  $10,000).  Some  are  first-come,  first-serve,  while  others,  Ml 
the  Nabisco  Championship,  are  by  invitation  only,  meaning  that  you'll  have  to  do  some  wa 
gling  to  get  a  spot.  Here  are  five  of  the  best: 

HASSAN  II  TROPHY  (Nov.  3-12)  Guests  are  treated  like  Moroccan  royalty  during  a  ten-di 
jaunt  that  includes  stays  in  Marrakech  and  Rabat  as  well  as  visits  to  Fes  and  Casabianc 
There  is  daily  golf  as  well  as  side  trips  to  souks  and  two  black-tie  dinners.  The  pros  con 
from  both  the  U.S.  and  European  PGA  Tours  and  mingle  easily  with  the  amateur  player 
CONTACT:  Dick  McConn,  chairman  of  the  U.S.  Committee  of  the  Royal  Moroccan  Gc 
Federation,  (703)  448-4400,  ext.  103. 

AT&T  PEBBLE  BEACH  NATIONAL  PRO-AM  (Jan.  28-Feb.  3)  The  granddaddy  of  them  all,  it  starts 
modestly  in  1937  as  Bing  Crosby's  Clambake  and  grew  in  stature  and  style.  Crosby's  name  is 
longer  attached  to  the  event,  but  it  is  still  considered  a  must-play  because  of  its  history,  its  cours< 
(including  Pebble  Beach)  and  its  star  power.  Bill  Murray,  Clint  Eastwood,  Kevin  Costner  and  J< 
Pesci  are  regulars,  as  are  all  the  top  pros.  CONTACT:  OIlie  Nutt,  (831)  649-1533. 
BOB  HOPE  CHRYSLER  CLASSIC  (Jan.  14-20)  You  get  four  days  of  golf  on  some  of  the  best  coursi 
around  Palm  Springs.  The  Hope  has  history,  beautiful  weather  and  plenty  of  sports  and  ente 
tainment  celebs.  It  also  features  a  strong  field  of  pros  at  a  time  when  they  are  fresh  and  the  nfl 
season  is  just  starting.  CONTACT:  Dawn  Suggs,  (760)  346-8184. 

NABISCO  CHAMPIONSHIP  (March  25-31)  This  LPGA  pro-am  is  one  of  the  best  because  it  is  a  maj 
championship  and  all  the  good  players  show  up.  Also,  celebrities  flock  to  this  event,  which  is  he 
in  Palm  Springs  and  was  once  known  as  the  Dinah  Shore,  so  there  is  plenty  of  stargazing  and  son 
pretty  good  entertainment.  CONTACT:  Terry  Wilcox,  (760)  324-4546. 

ELECTROLUX  USA  CHAMPIONSHIP  HOSTED  BY  VINCE  GILL  AND  AMY  GRANT  (May  6-12)  Held  nej 
Nashville,  this  LPGA  pro-am  is  a  big  draw,  thanks  mostly  to  the  star  quality  that  Gill  and  Grai 
bring  to  it  as  country  &  western's  first  couple.  There  are  three  days  of  golf,  and  plenty  of  music  s 

tsrvvard,  as  well  as  lots  of  bourbon  and  branch  water.  CONTACT:  Steve  Nieman,  (615)  790-775j 


can  t 


GLENFIDDICH 


( As ide  fro m  stash ing 
a  few  bottles  asi 


We're  a  family  company  owned 
and   managed   by   the  direct 
descen dents   of  our  great, 
great    grandfather.  The 
whisky   is   in    our  blood. 
And   the    stock   is   in  oiir 
stock.  If  you  want  a  piece 
of   us,    try    our    1  8  -  Ye  a  r 
Ancient  Reserve  - a  s niooth 
inarriage  of  traditional  oak 
and  Oloroso  Sherry-matured 
whisky,  featuring  sherry 
s we etness,  rich  oakiness 
and  notes  of  honey. 


Single  Malt 

SCOTCH  WHISKY 


FAMILY    OWNED    AND    DOMINATED    SINCE  1887 

.41V.W.  It  .VOL.  INPOITES  l.r  WIUjMI  (UIIT  t  Sail4  NEW  IIV.  QUI  fAMILV  HEMIIIOS  YOU,  EKIOV  llflS  WHISKY  lESPONSIIlX 


It  was  mid-morning  when  a  friend 
ind  I  started  our  round  at  Meknes.  I 
narveled  at  the  stork  nests  that  had 
)een  built  atop  the  ramparts.  At  one 
)oint  I  grabbed  an  orange  from  a  tree 
ind  enjoyed  a  quick  snack.  No  need 
"or  a  beverage  cart  here. 

A  few  holes  later,  my  friend 
tepped  onto  a  tee  and  took  a  mighty 
lack  with  his  driver.  He  made  good 
:ontact  but  didn't  fmish  his  swing, 
rhe  ball  went  screaming  over  the  ^ 
vail  to  our  right  and  out  of  sight.  ' 
Better  reload,"  I  said.  "That  one's 
D.P."  As  in  Out-of-Palace.  New 
xperiences,  we  reminded  ourselves, 
xe  the  spice  of  travel. 

As  for  the  pro-am  itself:  I  man- 
ged  to  overcome  my  first-day  jitters 
and  my  first-day  hangover)  to  make 
couple  of  birdies  for  my  team, 
/hich  was  headed  that  morning  by 
he  personable  Rhode  Island  pro 
'.H.  Horgan.  Then  I  shot  only  five 
ver  par  the  next  day  with  English-  j 
lan  Roger  Chapman,  a  round  that  | 
pcluded  an  eagle  on  the  par-five 
th,  where  I  drained  an  eight-iron 
•om  140  yards  and  earned  a  hearty 
igh-five  from  Roger  as  well  as  a 
ouple  of  drinks  on  his  tab  at  the 
otel  bar  that  evening. 

My  group  played  the  third  round 
ith  Rocca,  who  had  steered  clear 
f  the  grappa  bottle,  and  we  did 
^eU  enough  to  fmish  fourth  overall, 
'hat  night,  our  last  in  Morocco, 
:'e  received  our  trophies — huge  sil- 
er  platters  that  could  barely  fit  in 
le  overhead  bins  on  the  plane 
'  de  home — at  a  magnificent  black- 
e  dinner  at  a  Moroccan  palace, 
iresided  over  by  the  Crown  Prince 
loulay  Rachid.  Later  on,  I  joined 
;\  cral  of  the  pros  at  an  after-party 
:  one  of  the  Prince's  residences, 
here  the  Moroccan  wine  and 
rench  Champagne  flowed  until 
awn.  I  was  with  Horgan,  Chapman 
id  Rocca  when  we  strode  out  of  the  j 
irty  as  the  sun  was  beginning  to 
imb  over  the  city,  still  wearing  our 
ixcs  and  some  weary  smiles.  Very 
.manding,  that  Hassan  II  tourna- 
icnt,  but  very  rewarding.  • 


GRAPE  JUJCE / 


The  Robber 
Barons'  Secret 

fust  because  you've  forgotten  it  doesn't  mean  Madeira's  not  still  cookin'. 

By  Richard  Nalley 


N  INHERITED  STORE  OF  MADEIRA  WINE  IS  NO  LONGER  A 

rucial  part  of  a  gentleman's  equipage,  having  faded  away  along  with 
inged  collars  and  a  nodding  acquaintance  with  classical  Greek, 
link  of  this  as  a  positive  thing:  It  means  you're  not  competing 
th  George  Washington  or  the  Astors'  head  steward  for  the  year's 
St  demijohn  of  Cossart's.  It  also  means  that  Madeira,  as  seductive 
drink  as  grapes  ever  provided,  has  regained  its  power  to  surprise. 

Subtropical,  bursting  with  exotic  perfume  and  spice,  Madeira 
as  always  been  the  strangest  wine  in  the  world — its  elite  status 
as  founded  on  the  fact.  From  Colonial  times  through  the 
ilded  Age,  a  bottle  or  cask  of  luscious,  amber  Madeira  was 
garded  as  pure  treasure,  to  be  brutally  baked  in  the  hottest 
)ot  in  the  attic,  preferably  for  decades.  The  cool,  dark  cel- 
r,  if  a  Madeira  lover  had  his  priorities  straight,  would  be 
ed  to  pen  the  live  terrapins — soup  on  the  hoof,  as  it  were, 
irow  in  a  canvasback  duck  and  something  in  the  way 
a  creamy  pudding,  and  you  had  the  makings  of  a  feast. 
Madeira  the  wine,  then  as  now,  comes  only  from  Madeira 
e  island.  The  tip  of  a  subsea  volcano  that  juts  from  the 
tlantic  Ocean  400  miles  off  the  coast  of  Morocco,  Madeira 
IS  for  centuries  the  last  port  of  call  for  ships  sailing  the  trade 
nds  from  Europe  to  the  New  World.  The  place  had  been 
ttled  in  1420  by  a  pugnacious  one-eyed  Portuguese  privateer 
Ued,  apparendy  to  his  face,  Zarco,  "The  Squinter."  The  new 
lony  set  up,  more  or  less  immediately,  as  a  victualing  station. 
The  Portuguese  colonists,  naturally  keen  to  drink  and  sell 
ne,  labored  like  Pharaoh's  minions  in  cutting  terraced 
leyards  from  the  dizzying  volcanic  cliffs.  Some  vineyards 
the  island  are  so  steep  and  so  deep  in  the  creases  of  valleys 
Lt  midday  meal  baskets  are  lowered  on  pulleys — imagine 
avy  clothesUnes  half  the  length  of  a  football  field — because 
nan  can't  take  the  killing  climb  more  than  once  a  day. 
And  today,  just  as  in  The  Squinter's  time,  the  island's  wine 
siness  relies  on  the  hand  labor  of  hundreds  of  small,  inde- 
ndent  farmers.  They  grow  unusual  grapes  with  names  like 


A  Madeira  Sover  with 
straight  would  use  hi; 
for  penning  the  live  ti 

Malvasia  ("Malmsey"),  Terrantez, 
Tinta  Mole  Negro  and  the  all-too- 
rare  Bastardo.  The  harvest  these  farm- 
ers sell  to  the  shippers  down  in  the 
capital  city,  Funchal — and  for  centuries 
hauled  down  the  mountains  in  goat- 
skins— is  headed  for  a  peculiar  destiny. 

It  was  found,  back  in  the  day,  that 
adding  a  measure  of  brandy  or  cane 
sugar  spirits  to  Madeira's  wines  helped 
preserve  them  during  sea  voyages 
(and  perhaps  neutralized  any  lingering 
nuance  of  goat).  What  hadn't  been 
foreseen  was  that,  far  from  spoiling 
this  mongrel  drink  as  it  might  an 
ordinary,  unfortified  wine,  ocean 
travel  actually  improved  it:  The  longer 
and  hotter  the  voyage,  the  softer  and 
richer  the  Madeira.  Maybe  it  was  the 
grapes'  natural  acidity,  maybe  the  qual- 
\ty  of  the  fortifying  spirits,  or  maybe 
the  Madeirans  just  became  adept  at 


his  priorities 
s  dark,  cool  cellar 
errapins.  


striking  the  correct  balance  of  every- 
thing to  anticipate  this  odd  evolution. 
Whatever  it  was,  it  worked:  Soon 
grandees  from  London  to  Philadel- 
phia were  paying  top  dollar  for  Mad- 
eiras guaranteed  to  have  crossed  the 
Equator  twice  for  m;L\imum  bake-up. 


At  least  as  far  back  as  the  1790 
the  Madeirans  realized  that  th 
could  do  the  cooking  for  themsclve 
They  constructed  the  estufas,  heatir 
tanks  circled  with  hot  water  pipe 
that  you  find  on  the  island  toda 
still  infusing  the  air  in  Funchal  wii 
a  smell  like  warm  pastry  and  troj 
ical  fruit.  The  wines  that  emerge  ranj 
from  relatively  dry  and  light  ape 
itif  styles  like  Sercial — from  Sercii 
grapes  grown  at  the  vineyards'  higl 


MAr>Kl»A 


Old  rocky  top:  Madeira's  rugged,  sunny  slopes  yield  exotic  wines  found  nowhere  el: 


est  elevation — to  broodingly  dark,  All  of  the  best  Madeiras  share  a 

sweet,  dessert  style  Malmseys  (see  layering  of  flavors,  a  palate-cleansing 

"Buy  It")  that  are  like  liquid  silk  with  acidity  and  a  particular  tang — part 

a  crcme  brulee.  ocean,  part  exotic  fruit — that's  hard  to 


BUV  It 

As  with  a  Mercedes,  there 
are  essentially  two  kinds  of 
Madeira  to  buy:  new  and 
previously  owned. 
OiJ)  Though  neither  Soth- 
eby's nor  Christies  in  New  "■. 
York  has  a  specific  Madeira 
event  scheduled,  older 
bottles  regularly  come  up  in 
■their  general  wine  auctions. 
.  The  Rare  Wine  Company 
of  Guilford,  Connecticut,  is 
the  baby  of  America's 
Madeira  ultra-connoisseur, 
Emanuel  Berk.  His 
catalog  (800-999-4342; 
rarewineco.com)  lists 
Madeiras  going  back  to 
1795  (aTerrantez  bottled 
byBarbeitoat$l,395).  , 
NEW;  A  half-dozen  to  look 
for:  Leacock's  Rainwater 
($11)  Pale  amber  Rainwater 


has  come  to  be  many 
houses'  basic  blend— this 
one  is  medium-dry  and 
tangy,  like  a  sherry  with 
its  mojo  working. 
Cossart  Gordon  5  Years 
Sercial  ($19)  From  one 
of  the  old-line  British 
firms  now  (like  Leacock's 
and  Blandy's)  under  the 
umbrella  of  the  Madeira 
Wine  Company.  Chill  this 
nutty,  sneaky  rich  wine 
as  an  aperitif. 

D'Oliveiras  10  Years  Medium 
Dry  ($36)  Ten  years  is  to 
Madeira  what  20  is  to  tawny 
port — the  point  at  which 
many  feel  the  wine  reaches 
a  perfect  balance.  This 
juicy  example  blossoms  with 
a  snootful  of  tropical  fruit 
aromas  and  a  background 


of  something  like  spicy, 
rasped  oak. 

Colombo  Old  Reserve  10 
Years  Old  ($26.50)  From 
Justino  Henriques;  firm- 
bodied  and  medium-sweet, 
but  with  a  balance  that 
makes  it  come  across  as 
crisp  and  refreshing. 
Cossart  Gordon  10  Years  Bual 
($33)  Here's  your  terrapin 
wine.  From  the  Bual  grape, 
this  mellow,  creamy  beauty 
just  keeps  unfolding  with 
notes  of  honey  and  smoke. 
Blandy's  Malmsey  1978 
($64)  Vintage  Madeiras 
must  age  for  an  astounding 
20  years  in  cask  plus  two  in 
bottle.  Yet  this  one  tastes 
amazingly  fresh  and  lively, 
even  dryish  despite  its  deep, 
treacly  richness. 


describe  and  easy  to  swallow.  What's 
more,  they  are  nearly  immortal  in  th^ 
bottle,  and  can  be  opened  and  sippec 
over  months  without  losing  thei: 
flavor.  There's  almost  no  way  you 
can  abuse  these  wines  that  the  Mad- 
eirans  themselves  already  haven't 

If  the  island  can  produce  such 
startling,  individualistic  wines,  wh^ 
is  it  that  few  drinkers  could  eveii 
locate  the  place  on  a  map,  much  les! 
remember  the  last  time  they  sippec 
one?  In  1999,  the  latest  complet< 
figures  show  that  Madeira  shipment: 
to  the  United  States  stood  at  onh 
16,000  cases — E.&J.  Gallo  probabb 
lost  that  much  in  their  hoses.  In  Eng- 
land, where  consumption  is  abou 
twice  ours,  Madeira  shippers  car 
actually  afford  to  do  some  marketing 
(one  super-successful  promotiot 
by  the  Blandy's  brand  offered  ban 
ana  trees  for  mail-in  coupons).  Here 
Madeira  is  like  a  stealth  wine,  thi 
sleekest  drink  nobody  expects. 

In  other  words,  opportunity  beck 
ons  for  the  hoHdays.  • 


"What  beautiful  flowers."  were  the  only  words  I  said  to 
him  as  I  walked  through  the  magnificent  grounds.  The  last 
thing  !  expected  to  see  were  the  very  same  flowers,  beautifiilly 
arranged  hy  \w\  bedside,  the  moment  I  awoke  the  next  morning. 


It's  not  simply  the  lovingly  restored  colonial  architecture  or 
the  carefully  manicured  tropical  gardens  that  seti  us  apart 
from  virtually  any  other  hotel.  We  believe  it's  the  minute 
attention  each  and  every  member  of  staff  pays  to  your  needs 
that  keeps  our  guests  coming  back  time  and  again. 

Raffles  Hotel,  I  Beach  Road.  Singapore  189673.Tel:  (65)  337-1886.  Fax:  (65)  339-7650. 
Email:  rafflesi^'raffles  com  u"\\-\v,raffleshotel-Coni 


THE  HISTORY  OF  THE  SENIOR  PGA  TOUR 
WILL  NO  LONGER  BE  WRITTEN. 


WILL  BE  ENGRAYED 


The  Charles    Schwab  Cup 

As  the  season-long  competition  comes  down  to  the  wire,  five  players  lead 
the  chase  to  win  the  SENIOR  PGA  TOUR's  ultimate  prize.  See  who  will 
be  the  first  to  put  his  name  on  the  Charles  Schwab  Cup.  Only  on  CNBC. 


rransamerica 

-lO/U 

Championship 

-10/21 

OR  TOUR  Championship 
lillardia 

-10/28 


Tune  in  to  CNBC  on 
Saturdays  and  Sundays 

6:00-8:00  pm  ET 

Early  round  coverage  on  PAX,  Check  local  listings. 


THESE  Guys  Are  Good. 


I 


BASIC  training/ 


Where  Gleneagles  Dare 

Scotland's  premier  resort  will  make  a  gentleman  of  you  yet. 

By  Patrick  Cooke 

Phe  history  of  Scotland  is  the  history  of  outsiders  attempting 
o  tame  the  barbarian  Highland  clans.  To  no  avail.  For  centuries,  the  natives 
vent  merrily  about  beheading  invaders,  pillaging,  swilling,  chomping  on  mut- 
on  and  wiping  their  hands  off  on  the  dog.  Domestication  eventually  came  to 
he  clans  in  the  late  1700s,  just  in  time  for  the  Scots  to  discover  a  people  more 
n  need  of  civilizing  than  themselves:  the  Americans. 

There  may  be  nothing  more  insufferable  than  a 
eform.ed  barbarian  preaching  about  gracious  living, 
)ut  at  the  Gleneagles  Hotel  in  Scotland's  glorious 
■•erthshire,  being  schooled  in  the  ways  of  the  weU-bred 
las  been  turned  into  a  fine  art.  Gleneagles  has,  in  fact, 
ravely  launched  what  it  calls  a  weekend  of  "Gentle- 
man's Pursuits."  For  a  modest  fee  it  will  take  a  Yank, 
ibula  rasa,  and  for  three  intensive-but-not-unpleas- 
nt  days  and  nights  acquaint  him  with  the  essentials 
f  the  refmed  man's  arts,  from  fine  dining  to  fly-fish- 
ig,  from  horsemanship  to  perfecting  the  short  game. 

Some  background:  I  spent  the  first  six  years  of  my 
ndergraduate  college  career  crushing  beer  cans  against 
ly  forehead.  Furthermore,  to  quote  the  ineffable  Larry 
ine  in  the  1947 Three  Stooges  masterwork,  Half-Wits' 
loliday,  "There  ain't  been  a  gentleman  in  our  family 
)r  50  generations!"  You  would  be  hard-pressed  to 
nd  a  barbarian  more  in  need  of  saving  than  myself. 

Below  is  a  sampling  of  the  curriculum  at  Gleneagles, 
ut  first  a  word  about  the  many-starred  hotel  itself. 

The  216-room  main  manor  was  opened  in  1924 — 
uring  the  reign  of  George  V — as  one  pearl  in  a 

ecklace  of  luxury  railroad  hotels  stretching  from  Edinburgh  up  into  the 
lighlands.  It  is  an  hour's  drive  from  both  Edinburgh  and  Glasgow, 
'tlcneagles  has  managed  to  retain  its  period  charm  while  leaving  guests  want- 
ig  tor  none  of  the  modern  conveniences  such  as  Internet  hookups  in  the 
)oms  and,  more  importantly,  day  care.  (Gleneagles  is  kid-friendly,  though 
le  place  does  not  seem  at  all  overrun  with  children.)  As  for  the  setting, 

onstable  could  have  painted  the  surrounding  pastoral  backdrop,  with  an 

companying  soundtrack  by  George  Butterworth.  Even  the  gravel  in  the 

rcular  driveway  looks  as  if  it  were  laboriously  assembled  by  mosaic  artists. 
"Is  the  hotel  haunted?"  I  matter-of-factly  asked  the  bellboy  as  he  set  the  bags 

)\vn  in  my  grand  suite  above  the  gardens. 
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"I  doon  know,  sir,"  he  said  apolo- 
getically, looking  crcstf;illen  at  being 
unable  to  provide  perfect  service. 
"I'll  gawn  find  cot."  And  he  dashed 
downstairs. 

Now  that's  service. 

One  can  hardly  qualify  as  a 
gentleman,  I  was  told,  without  pos- 
sessing a  murderous  golf  game.  Glen- 
eagles'  three  courses — the  King's,  the 
Qiieen's  and  the  PGA  Centenary — 
are  the  place  to  show  your  stuff  Alas, 
I  have  virtually  no  golf  game,  so  that 


when  Kieron,  the  cheerful  head  of 
the  Gleneagles  indoor  training  fac- 
ility, asked  what  I  wanted  most  to 
learn,  I  said,  "Can  you  teach  me  to 
bounce  a  golf  ball  on  the  end  of  a  put- 
ter like  Tiger  Woods  does  on  TV?" 

Kieron  suggested  that  I  might 
be  happier  touring  the  course  paths 
by  mountain  bike.  And  I  was  off... 

The  three  courses  comprise  850 
acres  of  open  valley.  Gorse  and 
heather  line  every  path.  Because 
Gleneagles  lies  inland,  none  of  its 
courses  is  technically  a  links  course, 
but  they  were  built  in  the  '20s  on 
glacial  sand  and  gravel,  giving  them  a 
similar  feel.  The  Queen's  Course  is 
perhaps  the  prettiest  of  the  three. 
Even  the  larks  look  freshly  scrubbed. 

Back  at  the  golf  academy,  I  eaves- 
dropped on  an  American  who  was 
undergoing  a  private  video  analysis  of 
his  swing,  a  house  specialty.  Immed- 
iately I  was  reminded  of  P.G.  Wode- 
house's  description  of  the  duffer 
who  "...seemed  to  be  attempting 
to  deceive  his  ball  and  lull  it  into 
a  false  security  by  looking  away  from 
it  and  then  making  a  lightning  slash 
in  the  apparent  hope  of  catching  it 
off  its  guard." 

By  the  time  I  saw  the  same  hapless 
student  later  in  the  day  on  the  acad- 
emy's practice  range,  however,  he 
was  no  longer  a  danger  to  himself 
and  others.  In  fact,  even  I  could  see 


that  his  swing  would  be  the  envy  of 
the  boys  back  home  at  the  club  in 
Waukegan.  Every  ball  was  landing, 
as  Woclehouse  would  have  said, 
"squarely  on  the  meat." 

There's  nothing  wrong  with 
a  good  rubdown,  and  Gleneagles' 
spotless  spa  presented  a  post-biking 
temptation  (as  did  a  20-meter  lap 
pool,  and  the  requisite  gyms  and 
Jacuzzis).  I  resisted  the  spa,  however, 
and  also  Gleneagles'  driving  school, 
where  students  learn  to  operate  a 


Land  Rover  Defender  on  a  specially 
designed  off-road  course.  No,  I  reck- 
oned that  a  gentleman  never  knows 
when  he'll  be  called  upon  to  tame 
nature,  so  Gleneagles'  falconry  school 
seemed  a  more  useful  choice. 

Steve  and  Emma  Ford,  experts  on 
birds  of  prey,  have  been  running  the 
hotel's  school  since  they  opened  it  20 
years  ago.  Their  collection  of  birds 
is  now  fairly  vast,  including  eagles, 
hawks  and  falcons.  The  loi-level 
course  took  45  minutes  and  might  well 
have  been  entitled,  "How  to  Let  a 
Terrifying- Looking  Creature  Land 
on  Your  Wrist  While  Trying  Not  to 
Think  About  How  Easily  It  Could 
Pluck  Your  Eyes  Out."  Many  guests 
are  so  enthralled  after  the  intro- 
ductory session  that  they  go  on  to 
upper-level  training,  culminating  in  a 
half-day  or  whole-day  live  hunt  with 
birds  on  the  surrounding  estates. 

The  bar  at  the  Gleneagles  Hotel, 
helpfully  known  as  The  Bar,  is  all 
tweed  and  warm  tartan.  You  would 
not  be  surprised  to  see  Nigel  Bruce 
harmmphing  across  the  room  light- 
ing a  plug  ot  Flying  Dutchman.  From 
the  broad  windows  you  might  look 
out  on  the  vast  lawn  to  see  an  ungainly 
American  couple  attempting  croquet. 
Or  there  might  be  a  bagpiper  pacing 
in  the  gloaming  while  you  restore 
your  tissues  with  a  dram  of  25-year- 


old  Highland  Park  malt. 

Whisky  tasting  and  knowledge  (j 
wine  are  high  on  Gleneagles'  require 
ments  for  a  gentleman's  educatioi| 
Thus  I  was  taken  to  the  manor  cellar 
where  Brian  lined  up  cups  of  the  bei 
malt:  a  Glenkinchie  '86,  a  Royal  Loci] 
nagar  and  a  30-year-old  Laphroai] 
We  sipped  and  sniffed  by  candleligl 
before  selecting  from  the  cellar's  ampi 
stock  of  big-ticket  Bordeaux  to  accorr 
pany  a  dinner  of  marvelous  local  laml 

Once  we  pushed  back  from  tl! 
table,  I  was  handed  a  Cuban  cigar  yc 
could  have  used  in  the  caber  toss, 
knew  it  was  time  to  head  off  to  be 
when  I  heard  myself  lecture  my  con 
panions,  "You  know,  the  key  to  ban 
dling  a  Harris'  hawk  is  letting  hi; 
know  who's  the  boss. . ." 

"I'm  glad  you  enjoyed  your  malts 
said  Karen  the  next  morning  in  tl 
sports  shop.  She  was  setting  up  n 
appointment  to  blast  sporting  cla 
at  the  hotel's  range. 

"Not  everyone  is  so  sensible,"  si 
went  on.  "I  had  a  couple  of  guys 
recently  who  wondered  if  they  cou 
do  a  whisky  tasting  while  they  toe 
their  shooting  lesson." 

"I  think  I  knew  those  guys  in  hij 
school,"  I  said. 

For  the  record,  a  gentleman  do 
not  shoot  and  swig  at  the  same  tirr 
at  least  not  this  side  of  the  Pecos.  Ij 
a  practice  that  would  be  frowned  up< 
by  Jackie  Stewart,  who  founded  t] 
sporting  clays  school  at  Gleneagli 
(Apart  from  being  a  three-time 
world  driving  champion,  Stewart  w 
also  a  national  champion  marksman 

The  shooting  course  has  13  shoe 
ing  stations,  or  "disciplines,"  most 
them  pretty  tough  stuff  What  mak 
It  more  interesting  are  two  towe 
from  which  high  birds  wing  out 
all  directions  over  the  heath  fro 
any  height.  It  would  be  easy  to  spe: 
hours  there  mastering,  or,  ratht 
attempting  to  master,  the  differe 
combinations,  using  a  12-gauge 
even  a  410-gauge  gun. 

The  skies  were  beginning  to  dai 
en,  however,  and  I  wanted  to  be  si 


A  gentleman  does  not  shoot  and  swig  at  the 
same  time,  at  le  this  side  of  the  Pecos. 


40  FORBF-?  FlfX 


:o  round  out  my  education  by  trying 
ny  hand  at  a  sport  I've  always  found 
nscrutable:  fly-fishing. 

My  fly-fishing  instructor's 
lame  was  Charlie  Lush.  I  liked  him 
nstantly.  He  wore  a  deerstalker  cap, 
;moked  a  pipe  and  volunteered  that 
lis  great-grandfather  was  Queen 
Victoria's  gynecologist.  He  was  writ- 
ng  a  book  about  it,  he  said. 

With  the  sky  threatening,  Charlie 
:ook  me  not  to  one  of  the  nearby  pri- 
ate  beats  on  the  river  Tay  where  the 
)ig  Atlantic  salmon  run,  but  to  one 
)f  the  hotel's  stocked  "inland  lochs." 

I  was  shown  some  basic  casting 
noves,  and  caught  eight  trout  in  a 
ow.  Perhaps  the  fix  was  in,  but  never 
nind,  this  was  my  idea  of  fishing.  I 
vas  about  to  cast  for  trout  number 
line  when  the  first  lightning  bolt 
lit  nearby. 

'  "I  say,"  said  Charlie,  nervously. 
(You  might  want  to  drop  your  rod  at 
his  point.  It's  carbon.  Conducts 
[uite  well.  Can't  have  you  electro- 
uted  now,  can  we?  Ha-ha-ha." 

The  sky  turned  black.  The  heav- 
ns  opened  and  lightning  poured 
■ut  of  the  Highlands  and  across  the 
jjlendevon  Valley.  Off  in  the  dis- 
ance,  the  warm  lights  of  the  hotel 
/ere  coming  on,  a  draft  Guinness 
/as  being  pulled  and  a  dram  poured 
tThe  Bar. 

Even  in  the  rain  it  was  impossible 
ot  to  be  contented,  a  couple  of  gen- 
emen  heading  home  from  fishing. 
Jl  very  civilized  indeed. 

"Let  me  tell  you  about  my  book," 
harlie  said.  • 


»^ustom  Bootmakers  •  Since  18»4      www.AldenShoe.com  1-800-325-4252 


Free  vacation  guide  1-800-733-6396  ext.  1439  www.newinexico.org 
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On  the  Road 

British  colonial  in  the  Caribbean... Acela-rated  trains  in  the  U.S.A. 
Barefoot  in  Bali... Old  Masters  in  Maastricht...Pre-modern  in  Pasadena 


Turks  and  CaiCOS  Islands:  Long  famous  among  divers  for  their 
underwater  scenery,  the  Turks  and  Caicos  Islands  have  now  been  discovered 
by  beach-hugging  landlubbers,  and  are  crowding  up  with  resorts  and  develop- 
ents,  especially  around  Providenciales,  the  center  of  most  of  the  islands' 
conomic  activity.  Point  Grace,  opened  in  March  2000,  however,  was  designed 
o  provide  a  calm  oasis.  Two  oceanfront  buildings  and  several  poolside 
ottages  repose  on  richly  landscaped  grounds,  fragrant  with  night-bloom- 
ng  jasmine,  golden  dewdrop,  blue 
plumbago  and  Turk's  head  cactus, 
rom  anywhere  on  the  property,  it's 
)nly  a  few  steps  to  what  may  be  one 
)f  the  world's  most  perfect  beaches. 

On  the  other  hand,  you  may  find 
fourself  content  never  to  leave  your 
oom.  Most  of  Point  Grace's  expan- 
ive  suites  have  ocean  views  and 
erraces,  not  to  mention  kitchens, 
vhich  you  can  request  to  be  stocked 
)rior  to  your  arrival.  Interiors  are 
ichly,  distinctively  British  colonial — 
11  dark  Indonesian  woods,  cool 
erusalem  tile  and  African  artifacts. 
Vt  bedtime,  open  the  windows  in 
le  master  bedroom  to  let  the  ocean 
reezes  biUow  the  gauzy  panels  that 
rape  around  the  enormous  four- 
oster  bed.  What  with  the  flickering 
il  lamp  at  your  bedside,  it's  all 
ery  Out  of  Africa — though  Isak 
•inesen  never  had  an  ocean  view 
cm  the  bidet  in  her  master  bath. 
My  favorite  activity  turned  out  to 
;  anticipating  dinner.  If  you  have  no  other  reason  to  go  to  Turks  and  Caicos, 
o  for  Point  Grace's  roast  leg  of  lamb,  or  better  yet,  the  chocolate  souffle.  The 
ienu  varies  daily,  and  it  was  uniformly  excellent  during  my  four-night  stay. 

All  of  this  is  not  to  say  there's  nothing  to  do  on  the  island.  There  is,  for  ex- 
tnple,  an  i8-hole  championship  golf  course  on  which  you  might  drive  a  ball 
ght  into  a  flock  of  wading  flamingos.  Point  Grace's  water  sports  guy  provides 
)urs  of  the  outlying  cays  for  sight-seeing,  snorkeling  or  iguana-watching.  If 
Du're  lucky  enough  to  be  here  on  the  fifth  day  after  a  fiall  moon,  he'll  take  you 


The  beach  ain't  bad, 
either:  a  cuppa  on  the 
terrace  at  Point  Grace 
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on  the  inoiirhiy  Glo- Worm  Tour.  At 
exactly  55  minutes  after  sundown,  you 
can  watch  aquatic  male  worms  take 
their  one  and  only  lifetime  stab  at 
mating,  after  which  they  explode  with 
phosphorescent  light  and  then  die. 
You  won't  see  that  in  Myrtle  Beach. 

Point  Grace,  Turks  and  Caicos  Islands; 
high-season  suites from  $p^;  penthouses, 
$4,800;  (888)  682-jyos;  (649)  946-^096; 
www.pointgrace.  com. 

— Alice  O'Neill 

Washington-Boston  Corridor:  A 

country  that  can  put  a  man  on  the 
moon  ought,  really,  to  have  high-speed 
rail  service.  The  French  have  had 
their  Tres  Grand  Vitesse  trains  since 
1789 — coincidentally,  also  the  year 
of  their  Revolution — and  they  still 
haven't  put  un  homme  on  the  lune. 
Why  has  it  taken  us  this  long? 

En  tout  cas  we  now  do  have  a 
high-speed  rail  service.  Well,  pretty 
high-speed.  Amtrak's  spiffy  new  snub- 
nosed  Acela  Express  will  get  you 


from  Washington  to  Boston  in  six 
and  a  half  hours.  That's  a  journey  of 
455  miles.  France's  TGV  from  Paris 
to  Dijon,  say,  covers  194  miles  and 
takes  one  hour,  38  minutes.  So  our 
vitesse  is  clearly  not  yet  as  grand  as 
theirs.  But  it's  a  start. 

ril  say  this — and  more — for  the 
Acela:  When  you  watch  that  slick 
fiberglass-and-stainless  locomotive 
car  humming  up  to  the  platform,  it 
turns  you  back  into  a  gaping  six-year- 
old.  This  is  what  trains  should  be: 
large  mechanical  things  that  make 
you  go  wow. 

Fve  been  commuting  by  train 
between  Washington  and  New  York 
since  1989,  and  in  that  time  have  prob- 
ably made  the  round-trip. .  .300  times? 
That's  1,800  hours,  a  total  of  two-and- 
a-half  months  of  24-hour  days.  In 
those  years  I  have  ridden  the  sturdy 
Metroliner,  with  its  maddening  tray 
tables,  unappealing  toilets,  inedible 
food,  undrinkable  coffee,  (often)  surly 
conductors  and  implacable  heating 
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"History  at  its  best  -  informative, 
educational  and  entertaining. " 
-  Brian  Pohanka,  Historian 
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and  air-conditioning  systems  that 
ensure  you  will  be  either  stiflingK 
hot  or  chilled  to  the  bone.  Thei; 
there  are  the  automatic  doors,  which 
tend  to  break  and  slam  open  and 
shut,  open  and  shut  for  the  entire 
three-hour  ride. 

That  said,  I  loved  my  untidy 
Metroliner,  for  with  rare  excep- 
tions, it  always  got  me  there.  Now 
comes — this. 

One  trip  on  the  Acela  is  enough 
to  make  the  Metroliner  seem  like 
the  train  Dr.  Zhivago  rode  into 
exile.  I  have  been  over  into  the 
future,  and  boy  is  it  cool. 

As  you  enter,  glass  doors  auto- 
matically part  with  a  quiet  little 
whoosh.  The  seats  are  actually  com- 
fortable. This  must  be  a  European 
concept.  And  the  tray  tables — good 
God,  they're  sturdy  and  spacious 
and  level.  On  the  Metroliner,  their 
angle  varies  between  North  Face  of 
the  Matterhorn  and  45  degrees,  plus 
they  vibrate  violendy  enough  to  cen- 
trihige  blood  samples  for  DNA  test- 
ing. But  these  just... lie  there  in 
front  of  you,  solidly. 

Other  Acela  breakthroughs  in- 
clude being  able  to  seat  four  people 
facing  each  other  and  modern  bath- 
rooms the  size  of  squash  courts. 

Washington-New  York  takes 
two  hours  and  44  minutes  and,  apart 
from  the  inevitable  jackasses  who 
assume  that  you're  happy  to  hear 
them  conduct  their  office  business 
loudly  on  their  cell  phones,  it  is 
a  seamlessly  quiet  ride.  Indeed,  I 
wished  it  took  longer. 

Considering  our  current  sit- 
uation, why  can't  we  have  more 
Acelas?  At  $800  million,  the  Acela 
fleet  didn't  come  cheap.  Plus  it  cost 
$1.8  billion  to  prepare  the  track.  But 
given  our  new  world  order,  isn't  this 
an  investment  we  can  afford? 

Amtrak,  (800)  UM-RAIL;www.- 
amtrak.  com. 

— Christopher  Buckley 

Bali:  After  bamboo,  coconut  trees 
and  flaming  ginger  bushes,  the  big- 


:st  crop  at  Begawan  Giri  Estate 

gardeners.  The  two-year-old, 
iperplush  resort  in  central  Bali 
nploys  40  groundskeepers  to  keep 
s  30  acres  virtually  jungle-free, 
ou'll  spot  them  padding  around  in 
ire  feet  and  earth-toned  muslins, 
imming  unruly  plants  and  pain- 
akingly  slicing  grass  with  hand 
ckles.  Then  you'll  look  across  the 
yung  River,  which  flows  along  the 
Ige  of  the  property,  and  see  what  a 
ngled  mess  the  place  would  look 
ce  without  all  that  help.  Tropical 
liage,  it  seems,  is  best  kept  at 
achete's  length. 

Despite  all  the  work  that  goes 
to  taming  nature,  Begawan  Giri 
ill  surrounds  you  with  it.  Gardens 
id  lily  ponds  burst  with  tropical 
owers.  Frogs  croak  incessantly 
Dm  the  dew- spangled  grass.  Every 
ece  of  stone  is  a  petri  dish  for  moss 


igle  chic  at  Begawan  Giri  Estate 


d  fungi.  The  nature  trail,  a  beauti- 
Jy  laid-out  45-minute  hike  past 
raced  rice  fields,  crashing  water- 
Is  and  exotic  plantings,  is  haunt- 
And  the  five  guest  villas — each 
th  New-Age-y  sounding  names 
:h  as  "Bayugita"  '^Windsong)  and 
ejasuara"  (Sound  of  Fire) — blend 
i  harmoniously  into  the  hillsides 
i'd  think  they'd  grown  there. 
There  are  22  suites  in  the  villas, 
:h  individually  outfitted  with 
ro-Asian  elements  including 
id-carved  door  frames,  tapestries, 
lonesian  bric-a-brac,  four-poster 
Is,  bathtubs  of  all  shapes  and  sizes, 
i  handmade  leather  and  wicker 
niture.  The  floors  are  150-year-old 


ISINC  TO  THE  TOP  IS  OUR  PRIORITY  TOO. 


Convenience  and  comfort  coupled  with  an  innate  sense  of  luxury: 
The  Towers  at  The  New  York  Palace.  Private  lobby  and  elevators. 
A  PERSONAL,  multi-lincual  maitre  d'etace.  A  staff  trained  to  respond  to  the  needs 

AND  pace  of  DOINC  BUSINESS.  IN-ROOM  DINING  PREPARED  BY  LE  CIRQUE  2000  OR  SUSHISAY. 

Your  pleasure,  your  preferences  are  paramount.  Reserve  with 

YOUR  travel  PLANNER  OR  CALL  1-800-PALACE  T. 


NEW^YORK 
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T  H  E    T  ()  W  E  R  S  'a^Sii?*^? 

455  Madison  Avenuf  at  50th  Street  New  York,  Nfw  York  10022 
www.newyorkpalace.com 


Take  Manliattan 
like  a  royal  Scot. 

Hntcr  to  win  tlic 
Forbes  &  Glenmorangic 
Highlander  Sweepstakes 


Forbes  &  Glcnmorangie  Single 
Highland  Malt  Scotch 
celebrate  our  shared  Scottish 
heritage  with  the  "Highlander 
Sweepstakes." 

Enter  to  win  a  getaway  weekend  for 
two  to  New  York  City,  featuring: 

•  Evening  cruise  aboard  the 

Forbes  Highlander  Yacht 

•  A  private  tour  of  the  Forbes 
Magazine  Galleries 

•  Dinner  at  a  fine  restaurant 

•  Two  tickets  to  a  Broadway  show 
Visit: 

www.highland-trip.coni  to  enter. 

Enter  Today  &  You  Could 
Enjoy  Our  Scottish  Heritage 
On  Us! 

GLENMORANGIE 

SINGLE  HIGHLAND  MALT 
SCOTCH  WHISKY 


No  purdiase  necessary.  Promotion  ends 
2/15/02.  Open  to  US  residents.  21  and  older. 
Void  in  FL  and  CA.  See  www.highland-tnp.com 
for  complete  Official  Rules. 


Javanese  teak,  and  guests  remove  their 
shoes  before  walking  indoors. 

1  stayed  in  "Tirta-Ening"  (Clear 
Water),  which  has  four  suites  sur- 
rounding a  water  garden,  a  central 
pavilion  and  a  striking  saltwater 
infinity  pool  that's  long  enough 
for  swimming  laps.  The  architect, 
Cheong  Yew  Kwan,  doubtless  hoped 
the  first  thing  guests  noticed  would 
be  the  lullaby  of  trickling  water. 
Tirta-Ening's  master  suite — a.k.a., 
the  Honeymoon  Suite — is  partic- 
ularly sumptuous  and  has  a  back- 
yard full  of  watery  diversions.  The 
only  problem  is  that  its  outdoor  tub, 
Jacuzzi  and  wading  pool  are  all 


How  much  is  that  masterpiece  in  the  window: 
Lucas  Cranach  the  Elder's  Madonna  and 
Child  with  St.  John. 

clearly  visible  from  the  pavilion — a 
tad  inconvenient  for  newlyweds 
intent  upon  making  whoopee  under 
the  stars. 

So  how  do  Begawan  Giri's  special 
guests  spend  their  time?  Many  stay 
tucked  into  the  expansive  villas,  each 
of  which  has  a  wonderful  pool,  dining 
facility  and  staff  who  provide  all  the 
attention  one  needs.  Those  who  ven- 
ture out  for  meals  at  least,  will  find 
fine  "world  flision"  dining  in  a  bright 
and  airy  space  at  Biji,  the  resort's  rest- 
aurant, which  opened  last  November. 

Then  there's  the  spa.  The  Source, 
a  sanctuary  of  water  gardens  and 


massage  huts  located  just  above  tl 
Ayung  at  the  bottom  of  an  endle 
flight  of  steps.  Of  course,  that  mea: 
an  endless  climb  back  to  the  top- 
jarring  and  sweaty  way  to  spend  yo 
first  few  minutes  of  post-treatme 
bliss.  But  given  the  plethora  of  sej 
vices  and  bargain  prices — a  two-hoi 
Bali  Boreh  massage  package,  inclu< 
ing  a  spice  rub  and  a  flower  batj 
runs  $ioo — it's  well  worth  the  hail 

As  is,  for  that  matter,  Begawj 
Giri  itself — the  trip  to  Bali  from  L.. 
being  more  than  20  hours  by  air. 
small  price  to  pay  to  "go  tropo,"  ho\ 
ever. .  .if  only  for  a  little  while. 

Begawan  Giri  Estate,  P.  O.  Box  j 
Ubud  So^ji,  Bali,  Indonesia;  62-J6 
py8888,  fax  62-j6i-py888p,  wwu 
begawan.com.  Suites  from  $4J^  p 
night/double  occupancy,  includi. 
breakfast.  For  reservations:  Reso 
Management,  (800)  22^-42^. 

— Neal  Santelma> 


Maastricht:  Are  your  acquisitii 
instincts  triggered  at  the  sight 
an  original  Albrecht  Diirer  engravi 
for  $800,000?  Would  a  2,500-yes 
old  Etruscan  bronze  statuette 
Herakles — a  mere  $700 — make  t 
perfect  souvenir  of  your  Europe 
vacation?  These  masterworks  anc 
lavish  abundance  of  others — intrica 
jewels,  illuminated  manuscrip 
Chinese  marbles — were  on  displ 
last  March  at  The  European  Fii 
Art  Fair  (TEFAF)  in  the  old  DuC 
market  town  of  Maastricht.  Now 
its  fourteenth  year,  the  world's  mc 
exclusive  art  and  antiques  fair  h 
become  a  kind  of  cultural  crossroa 
not  only  for  the  world  but  for  the  p; 
and  present. 

With  many  latter-day  Medi 
arriving  by  private  jet,  Maastricht 
where  art  and  commerce  collide 
connoisseurial  abandon.  More  th 
70,000  visitors  flocked  to  the  2c 
show,  among  them  top  musei; 
directors,  scholars  and  well-heel 
collectors.  With  many  dealers  pla 
ing  their  cards  close  to  the  vest 
terms  of  what  they'll  actually  displ; 
the  weeklong  fair  has  all  the  surpr 


The  holidays  draw  close.  Here  in  Tain,  we  are  labouring  day 
and  night  to  supply  GUnmorangie  to  gijt-givers  the  world  over 


A 


.  dense  cKiLI  overtakes  the  Highlands  each  year  at  this  time. 
Our  days  grow  shorter,  waning  to  just  four  or  five  hours  of  grey 
twilight  out  of  each  24.  Still,  just  across  the  firth,  our  houses  are 
alive  with  light,  laughter  and  the  warm  incense  oi  glowing  peat. 

For  the  sixteen  men  who  make  their  living  creating 
Glenmorangie,  and  for  our  families  and  friends,  this  is  a  season  of 
celebration.  As  you  might  imagme,  our  Highland  malt  enjoys 
great  popularity  at  local  holiday  gatherings.  Arriving  with  a  bottle  in  hand  is 
the  most  reliable  means  we  have  found  for  coaxmg  a  warm  smile  and  warm 
welcome  at  the  doorstep. 

Reports  from  abroad  suggest  that  Glenmorangie  (pronounced 
GlenMORangie,  as  if  trying  to  rhyme  with  ORANGEY)  produces  a 
similarly  enthusiastic  response  at  celebrations  outside  of  Scotland. 

We  mvitc  \ou  to 
join  us  in  this  tradition 
of  holiday  giving  and 
hnd  out  for  yourself. 


Handcrafted  by  the  Sixteen  Men  of  Tain. 


GLENMORANGIE" 

SINGLE  HIGHLAND  MALT  SCOTCH  WHISKY 

Please  enjoy  our  whisky  m  a  responsible  fashion. 

43%  ale.  by  voL  (86  proof).  Imported  by  Brown-Forman  Select  Brands  Company.  Louisville.  K.Y  ©2001 
V'isii  IIS  ,i(  v.  u  w.glenmorangic.com. 


from  March  8  to  March  17,  and  is 
expected  to  be  the  largest  yet.  It's 
worth  the  trip  just  to  see  what  pops  up. 

The  European  Fine  Art  Fair;  for 
information,  log  on  to  www.  tefaj.com, 
or  call ji-411-64-^0^0. 

— David  L.  Ross 

Pasadena:  If  you  have  undertaken 
any  home  renovations  lately,  you  may 
want  to  recuperate  from  the  trauma 
by  visiting  the  Gamble  House  in 

Pasadena.  You  might  even  want  to 
take  your  contractor  there  to  show 
him  how  things  used  to  be  done. 

In  1907,  David  and  Mary  Gamble, 
as  in  Procter  8c  Gamble,  decided 
to  invest  some  of  the  profits  from 
soap  suds  in  a  sunnier  place  than 
Cincinnati.  They  bought  land  with 
a  view  of  the  San  Gabriel  Mountains 
and  planned  a  "bungalow,"  as  mil- 
lionaires liked  to  call  their  winter 
retreats  in  Pasadena.  These  homes 
were  not  as  ostentatious  as  the  "cot- 
tages" built  in  Gilded  Age  Newport, 
but  they  were  not  modest  either.  At 
a  time  when  typical  three-bedroom 
homes  cost  $1,200,  the  Gambles 
commissioned  a  6,100-square-foot 
house  for  $50,000. 

They  hired  the  Greene  brothers, 
Charles  and  Henry,  who  were  to 
Pasadena  what  Frank  Lloyd  Wright 
was  to  Oak  Park.  As  architect 
adherents  to  the  Arts  &  Crafts 
movement,  the  Greenes  believed  in 
exquisitely  austere  design  that  was 
both  beautiful  and  utilitarian.  They 
wanted,  in  Charles'  words,  to  make 
"necessary  and  usefld  things  pleasur- 
able." The  Gambles  were  so  confi- 
dent in  their  architects  that  they  left 
on  a  long  trip  to  Asia  shortly  after 
construction  began. 

The  result  was  a  masterpiece  that 
is  now  a  magnet  for  devotees  of 
Arts  &  Crafts  design.  The  Greenes 
combined  the  feel  of  a  Swiss  chalet 
with  Japanese  motifs  to  produce  a 
house  that  somehow  fits  perfectly  in 
southern  Cahfornia.  The  archictects 
designed  every  detail,  from  the  light 
switches  to  the  stained-glass  win- 
I   dows,  from  the  fireplace  screens  and 


Arts  &  Crafts  sensibility  dominates  the  arch 
tecture  of  Pasadena's  Gamble  House 


andirons  to  the  spectacular  wood 
work  throughout  the  home.  Anyon 
who  has  worked  a  power  saw  will  b 
enthralled  by  the  array  of  woods  an 
shapes  in  the  exposed  beams,  wa 
panels,  staircases,  cabinets  and  fiirni 
ture — all  intricate  but  sturdily  hone; 
at  the  same  time.  There  are  subtl 
motifs  throughout — classic  Chines 
and  Japanese  shapes  that  recur  i 
the  furniture  and  the  walls — as  we 
as  practical  little  touches,  like  th 
leather  strips  that  conceal  electri 
cords  to  the  light  fixtures. 

What  makes  the  Greenes'  work 
manship  even  more  astonishing  : 
that  the  house  was  built  in  less  than 
year.  Even  with  the  client  out  of  th 
country,  the  contractor  finished 
month  ahead  of  schedule,  enabling  th 
Gambles  to  happUy  take  up  residenc 
upon  their  return  from  Asia.  The 
contractor,  alas,  is  no  longer  avaUabli 

The  Gamble  House,  4  Westmorelan 
Place,  Pasadena,  California,  giioj  (bit 
/'9J-JJJ4;  www.gamblehouse.usc.org 
offers  one-hour  tours  Thursday  throug 
Sunday from  noon  toj p.m.  You  can  st 
other  homes  designed  by  the  Greenes  0 
a  walking  tour  of  the  neighborhood,  an 
you'll find  their furniture  on  exhibit  t 
the  Huntington  Library,  Art  Gallei 
and  Botanical  Gardens  (626-4o^-2io<i 
in  nearby  San  Marino.  • 

— John  Tierne 


THE 
PROMOTION 

A  NEW  TITLE. 
A  BIGGER  PAYCHECK. 
EASIER  TIMES  AHEAD. 


WAS  IT  lUST  FOR  MElT? 


Shampoos  away  gray  hair 
in  5  easy  minutes. 

Enriches  hair  with  vitamins. 

Brings  back  a  thicker,  healthier, 
natural  look. 

Rejuvenates  hair 

Who  knows... 
just  might  rejuvenate  your  career. 


MORE  THAN  A 
HAIRCOLOR. 

IT*S  THE 
REJUVENATOR. 

Learn  more  at 
www.justformen.com 
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I  DRINK  MY  DUST 

Lgj^    The  Dirt  on  WinemakerTom  Mackey 
^^^1    And  St.  Francis's  New  Vineyard 
Designate  Reserve  Merlots 

Popular  belief  has  it  that  wine  ultimately  reflects  the  vineyard  in 
which  It  was  grown;  that  "terroir"  (an  overused  French  term  with 
absolutely  no  English  translation)  is  the  chief  determinant  of  a 
wine's  character.  WRONG.  A  vineyard  is  like  a  motorcycle  —  a  vehi- 
cle the  winemaker  uses  to  drive  his  or  her  wine  In  a  certain  direc- 


Easy  riderTom  Mackey,  St.  Francis's  Master  of  Merlot 

tion.The  quality  of  the  vehicle  matters,  of  course.  But  the  ultimate 
control,  the  ultimate  character,  comes  from  the  rider  —  the  wine- 
maker  —  who  can  make  the  experience  either  smooth  and  exhil- 
arating, or  tough  and  unpleasant. 

Tom  Mackey  has  been  winemaker  for  St.  Francis  since  1983.  He's 
known  among  his  peers  as  the  Master  of  Merlot.  He's  also  known 
for  his  love  of  Harleys.  (You  didn't  think  the  reference  to  motorcy- 
cles in  the  opening  paragraph  was  arbitrary,  did  you?) Tom's  a  big 
guy.  And  he  makes  big  wines.  But  Tom's  soft-spoken  character 
comes  through  in  his  product  as  much  as  it  does  in  his  demeanor. 

in  October,  St.  Francis  released  two  new  vineyard  designate 
reserve  merlots  —  one  from  Behler  Vineyard,  the  other  from  Nuns 
Canyon  Vineyard,  both  of  which  are  located  in  Sonoma  Valley.  Behler 
had  been  the  single  source  for  the  reserve  merlot  until  1997.  But 
after  purchasing  Nuns  Canyon  that  year  ('97  also  happened  to  be  a 
rockin'  vintage),  Mackey  realized  he  had  some  exceptional  wine,  so 
he  separated  a  few  barrels'  worth  to  compare  with  the  Behler  fruit. 

"!  wanto.-i  to  contrast  the  differences  in  locati-  n,"  Mackey  says. 


THE  BEST  OF  WINE  COUNT 

by  Darryl  M.  Rob' 

"Behler  Vineyard  sits  on  the  valley  floor  and  subsequently 
duces  rich,  opulent  fruit  and  a  wine  that  can  be  drunk  soon 
being  released.  Nuns  Canyon  is  on  the  hillside  and  produO 
much  more  angular  and  tannic,  as  well  as 
darker,  wine  that  needs  more  time  in  the 
bottle  to  mature.  And  that's  really  the  only 
difference  between  the  two.  The  wine- 
making  techniques,  barrels  and  aging 
regimen  are  the  same  for  both.  And 
both  will  eventually  yield  wonderful 
wines.  But  I  wanted  to  keep  the  vari- 
ables to  as  few  as  possible,  so  what 
you're  ultimately  experiencing  in  the 
two  merlots  is  difference  in  location." 

So  what's  with  the  bike?  Upon  turning 
50  last  year,  Mackey  decided  if  he  didn't 
buy  It  then,  he  never  would.  So  he  pur 
chased  a  Harley-Davidson  2000  FXSTS 
Springer  Softail,  which  he  now  rides  faithfully  to 
and  from  work.  "Riding  gives  you  a  sense  of  exhila- 
ration you  just  can't  get  in  a  car,"  he  explains.  "It  com 
mands  attention.  It's  like  working  crush.  Sometimes  it's  smoott' 
and  easy;  other  times  tough.  But  afterward  you  have  this  sen 
of  great  accomplishment."  Mackey  adds,  "Winemakers  are  | 
trol  freaks.  In  making  wine  there  are  certain  things  you  can'1 
trol,  so  you  control  the  things  that  you  can.  It's  the  same  on  a 
With  my  Harley,  I  have  a  greater  chance  to  control  the  ride." 

Well,  they  say  a  real  biker  is  on  a  bike  and  nding  and  that  th 
mate  quality  of  a  wine  is  


what's  in  the  bottle.  Judg- 
ing from  Tom  Mackey  and 
his  reserve  merlots,  St. 
Francis  has  a  long,  smooth 
ride  ahead  of  it. 

For  more  information 
about  St.  Francis's 
New  Vineyard 
Designate  Reserve 
Merlots,  call 
(707)  833-4666  or  visit 
vvvvw.stfranciswine.com. 


TASTING  NOTES 
St.  Francis  1 998  Reserve  Merlot 
Behler  Vineyard,  Sonoma  Valley  (S45) 
From  the  first  whifF,  you  know  this  wil 
going  to  be  smooth,  lush  and  sexy.  Strl 
oak  and  leather  play  nicely  with  the  reel 
black  fruit,  and  the  finish  is  long  and  sml 
with  a  nice  muscular  tone. 

i 

j  St.  Francis  1998  Reserve  Merlot 

I  Nuns  Canyon  Vine\'atd,  Sonoma  Valle)'  (31 
i  Big,  bold  and  powerful,  this  wine  is  for  pi 
!  who  like  their  coffee  black  and  their 
■  spicy.  Briary  black  fruit,  pepper  spice ;  I 
good  amount  of  oak  compete  for  your  pi  I 
attention,  while  the  finish  is  surprisi 
j  smooth,  juicy  and  roimd. 


ADVERTISEMENT  S 


Above:  "Wine  is 
just  food! " 
Fetzer  Vineyards 
culinary  director 
John  Ash  cuts  to 
the  chase. 

Right:  With 
grounds  like 
these,  Fetzer 
Vineyards  is  the 
very  definition  of 
wine  country 


WINE  101 

John  Ash  and  Fetzer  Vineyards 
Demystify  Food  and  Wine 
For  the  Rest  of  Us 

Okay.  Let's  set  the  record  straight.  A 

bottle  of  wine  is  fermented  grape  juice 
with  a  piece  of  tree  bark  stuck  in  it. 
Period.  End  of  story  Or  so  you'd  think. 

Over  the  past  20  years  in  this  coun- 
try, wine  has  been  elevated  to  a  level 
of  worship,  a  status  symbol  for  the 
wealthy  Everyone  and  their  brother  is 
a  wine  expert  these  days.  The  wine 
lexicon,  once  simple  and  easy  to 
digest,  is  now  understood  only  by 
those  who  work  in  the  industry.  You 
need  a  dictionary  of  fruits  and  vegeta- 
bles just  to  get  through  most  wine 
reviews.  Wine  has  become  confusing, 
complicated  and  intimidating  for  most  Americans. 

That's  why  it's  so  refreshing  to  meet  people  like  John 
Ash,  the  internationally  renowned  chef,  educator  and 
author,  whose  mission  is  to  demystify  wine  and  food  for 
people  tired  of  all  the  pedantic  wine  posturing.  "I  start 
with  the  proposition  that  wine  is  just  food! "  says  Ash.  "It's  best 
enjoyed  in  context  with  other  foods,  and  really  what  it  does  is  just 
add  another  flavor  and  nuance  to  the  plate  that's  in  front  of  you.  The 
vast  majority  of  wine  out  there  is  simply  meant  to  be  enjoyed  with- 
out a  lot  of  thought  and  angst." 

Eleven  years  ago,  Ash  joined  Fetzer  Vineyards  as  its  culinary  direc- 
tor. Fetzer,  like  Ash,  has  been  trying  to  position  wine  in  the  context 
of  an  everyday  beverage  so  as  to  educate  and  explore  the  magic 
of  food  and  wine  for  professionals  as  well  as  consumers.  "The  suc- 
cess of  the  wine  industry  hinges  on  the  vast  majority  of 
consumers  understanding  how  wine  and  food  inter- 
act," explains  Ash.  "That's  why  Fetzer  created  one  of 
America's  first  centers  for  food  and  wine,  located  on  the 
Valley  Oaks  Ranch  in  Mendocino  County,  California." 

But  educating  the  masses  is  no  easy  task.  Wine 
and  food  geeks  have  entrencheo  us  all  in  so  many 
pairing  rules  that  ordering  a  bottle  of  wine  these  days 
may  seem  to  be  more  trouble  than  it's  worth.  That's 
why  Ash  starts  with  two  basic  strategies  for  get- 
ting people  to  understand  that  wine,  like  art,  music 
or  fashion,  is  subjective.  "The  two  basic  pnnciples 
I  use  Tor  matching  food  with  wine  are  Similarity 
and  Contrast,"  says  Ash.  "It  doesn't  matter  if 
ou're  starting  with  the  food  and  trying  to  find 


a  wine  to  go  with  it  or  the  reverse.  So  long  as  you  undersi 
the  flavors  of  both,  you  can  use  either  approach  to  make  a  1 
sion  that's  right  for  you." 

Here's  an  example  of  Similarity:  You've  ordered  fresh  3 
greens  with  a  young  goat  cheese  and  a  lemon-herb  vinaigri 
so  you'll  want  to  look  for  a  wine  that's  similarly  fresh,  crisp,  at 
lemony  and  herbal.  As  it  so  happens,  these  are  the  classic  fla 


of  a  sauvignon  blanc  or  a  clean  non-oaked  chardonnay.  Simple 
if  you've  ordered  a  red  wine  that  has  a  solid  earthy  or  meaty 
ity,  order  a  red  meat  dish  with  mushrooms  and  a  red  wine  sa 

The  other  strategy.  Contrast,  involves  exactly  what  you  \n 
think  —  putting  contrasting  flavors  together.  As  Ash  points  out, 
a  riskier  approach,  but  the  basic  idea  is  that  opposites  can  atl 
and  when  two  very  distinct  flavors  come  together,  they  can  ci 
a  whole  new  experience." 

A  classic  example  of  Contrast  is  a  spicy  dish,  e.g.,  somei 
with  chilies,  paired  with  a  fresh,  fruity,  non-oaked,  slightly  sv 
wine  —  like  an  off-dry  gewurztraminer  or  a  riesling.  "With  dii 
that  have  some  heat  to  them,  the  classic  chardonnay  won't  v\; 
explains  Ash.  "Most  chardonnays  are  dry,  high  in  alcohol  and . 
in  oak  —  three  characteristics  that  will  accentuate  the  heat  0 
dish  rather  than  calming  it  and  making  it  more  enjoyable" 

In  this  age  of  wine  and  food  experts  using  their  culinary  kn 
edge  for  self-empowerment.  Ash  demands  that  consumers 
charge  of  their  dining  destinies. "  Be  more  demanding.  Ask  for  f 
profiles  of  the  wines  and  foods  you're  enjoying.  Don't  leave 
to  the  restaurants  or  critics.  All  their  rhetoric  and  descriptors  a 
going  to  help  you  if  you  don't  understand  what  they're  saying 

For  more  information  on  John  Ash's  culinary  classes 
Fetzer  Vineyards  and  around  the  country,  call  (800)  846-8( 
or  (707)  744-1250,  or  visit  www.fetzer.com. 
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been  hailed  as  the  "Master  of  Merlot"  hy  Wine  Spectator  and  "Winemaker 
^the  Year"  by  Quarterly  Review  of  Wines.  You  11  know  why  when  you  taste 
le  extraordinary  Big  Reds  of  St.  Francis.  The  results  speak  for  themselves: 
ines  so  rich  and  robust  —  big  Cabernets,  big  Merlots,  big  FR/-|N("  1^ 

Vineyards  &  Winery 
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infandels —  they  add  a  savory,  new  course  to  any  meal. 
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MAYHEM  ERUPTS  ON 
MT.  EVEREST  AS  AN 
E-MAIL  GOES  ASTRAY. 
BY  FINN-OLAF  JONES 


It's  all  bullshit  on  Everest  these  days."— sir  Edmund  HUh 


I  stood  in  the  sharp  sunlight  near  my  tent  at  Nepal 
Everest  Base  Camp,  in  May  2000,  sipping  a  mug  of  tfi 
and  scanning  the  route  I  was  to  take  for  my  summit  pus 
the  next  day.  After  almost  two  months  of  acclimatin 
on  Mount  Everest  and  filming  for  the  Travel  Channe 
I  was  eager  to  take  a  crack  at  the  top.  But  this,  it  turnd 
out,  wasn't  going  to  be  my  day.  •  My  momentary  blii 
state  took  a  heat-seeking  missile  as  my  burly  Scottis 
expedition  guide  suddenly  sprang  from  a  nearby  tent  an 
blindside-punched  me,  sending  me  sprawling  onto  tl" 


iglacier  moraine.  Then  things  got  scary.  •  Waiting  for 
■a  hehcopter  out  over  the  next  few  days  I  found  myself 
'guarded  by  Sherpas,  hiding  out  from  a  furious  posse  of 
American  "environmentalists."  Avalanche,  asphyxiation 
and  exposure  are  hard  enough  to  endure  on  the  craggy 
flanks  of  Mount  Everest.  But  I'll  bet  I  am  the  first  climber 
to  face  disaster  from  a  leaked  interoffice  e-mail.  •  I  had 
come  to  the  Himalayas  on  assignment  for  Discovery 
Communications,  the  Maryland-based  parent  company 
lot  the  Discovery  Channel.  Discovery  sent  me  to  film  a 
climbing  program  for  its  Travel  Channel  and  post  dis- 
patches about  the  trip  on  its  website.  In  20  years  of  climb- 


ing I  had  summited  such  worthy  peaks  as  Denali,  the 
Matterhorn,  Mont  Blanc  and  Aconcagua  (See  FYI, 
Winter  1997),  so  Discovery  figured  I  could  handle  Everest 
and  maybe  spin  a  good  yarn  out  of  it.  •  Unfortunately, 
their  budget  couldn't  cover  the  typical  $40,000  to  $65,000 
cost  for  a  slot  on  a  guided  expedition,  so  I  began  contacting 
low-cost  outfitters  who  could  set  me  up  with  the  bare 
necessities.  The  most  enthusiastic  taker  was  Henry  Todd, 
who  ran  a  one-man  company  out  of  his  house  in  Edin- 
burgh. Todd  was  so  keen  to  have  a  Discovery  correspon- 
dent cover  his  outfit  that  he  hopped  a  transatlantic  flight 
to  Washington,  D.C.,  to  sell  me  his  services  in  person. 


FORBES  FYI  55 


I  liked  the  man  the  moment  he  showed  up  on  my 
doorstep  wearing  the  kind  of  Michehn-tire-boy  down 
jacket  rarely  seen  in  climes  south  of  the  Mason-Dixon 
Line.  Although  he  was  a  large  ruddy  man  who  spoke  freely 
about  rugby  brawls  and  other  cheery  pastimes,  he  had 
the  plummy  accent  of  an  upper-crust  Englishman. 
Mentally  I  was  calling  him  Sir  Henry.  "You'll  be  on  your 
own  up  there,"  he  warned  me.  "I  don't  guide  the  mountain. 
In  fact,  I've  never  been  to  the  summit." 

Fine  by  me.  All  I  needed  was  someone  to  supply 
affordable  tents,  food,  oxygen,  Sherpa  support  and,  most 
importantly,  the  elusive  permits  for  an  independent 
climb.  I  was  impressed  by  Henry's  eagerness  and  by  the 
endorsement  he  received  from  a  prominent  British 
climber  I  contacted.  And  the  price  was  right.  The  fol- 
lowing spring,  I  arrived  in  Nepal  to  share  his  facilities 
at  Base  Camp  with  23  other  clients. 

Base  Camp,  which  was  hosting  two  dozen  different 
expeditions  and  around  300  climbers,  could  hardly  be 
called  rugged.  I'm  not  even  sure  it  could  be  called  camp- 
ing. Sprawled  across  the  moonscape  at  the  foot  of  the  mas- 
sive Khumbu  Icefall,  a  sprawling  Hooverville  provided 
trailer  park  ambience,  aU-you-can-eat  buffets,  and  enough 
computers,  modems  and  satellite  phones  to  start  a  trad- 
ing floor.  Teams  of  Sherpas  busied  themselves  fixing  ropes 
and  ladders  from  the  entrance  to  the  Icefall — a  kind  of 
frozen  2,000-foot  tidal  wave — and  then  all  the  way  to  the 
summit.  Although  frequent  storms  and  the  highly  debil- 
itating altitude  mean  nothing  should  ever  be  taken  for 
gra:nted  on  Everest,  this  was  climbing  right  out  of  the 
Abercrombie  &  Kent  catalog.  I  have  to  admit,  I  hked  it. 

For  two  months  I  puffed  back  and  forth  to  increasingly 


higher  camps  to  acclimatize  my  body  for  a  final  pushi 
Above  the  Icefall,  the  route  continued  up  a  glacier  valley; 
the  Western  Cwm,  which  slopes  upward  for  three  milei 
until  it  slams  into  the  granite  and  ice  shoulder  of  Everest 
whose  summit  pyramid  looms  like  a  dark  blade.  Foui 
camps  were  constructed  along  this  route,  and  in  the  highe; 
encampments  frequent  storms  forced  me  to  stay  zippec 
inside  my  sleeping  bag  for  days  at  a  time.  During  on( 
weeklong  siesta,  I  became  so  desperately  bored  that  I  reac 
five  John  Grisham  novels  in  a  row.  Then,  I  reread  them* 

But  I  had  work  to  do,  too.  Three  times  a  week  I  wrote 
online  dispatches  that  were  sent  back  to  Discovery  vis 
Henry's  satellite  modem.  My  videos  were  carried  by  Sherpa 
runner  to  an  airstrip  down  the  mountain,  flown  to  Kath-f 
mandu,  FedExed  to  Bethesda,  Maryland,  and  posted  oil 
the  Discovery  website  within  a  week.  Back  home,  the  site 
generated  flattering  reviews  in  the  press,  and  was  eventui 
ally  getting  over  a  million  hits  a  week.  Up  on  the  mountairj 
I  was  receiving  the  sort  of  Internet  fan  mail  I  had  nevei 
gotten  on  previous  assignments.  Even  the  climbers  I  hao 
featured  on  the  website  were  getting  fan  mail.  Eventuallj 
I  had  an  inch-thick  stack  of  signed  appearance  releases 
from  fellow  mountaineers  vying  to  get  on  the  programi 

Even  in  the  midst  of  pleasurable  times,  however,  the 
sheer  eccentricity  of  Everest's  climbing  scene  offered  it! 
unsettling  moments.  True,  there  were  the  usual  cheerj 
altitude  jocks  I  played  soccer  with  at  the  daily  4  p.m.  game 
on  the  frozen  moraine  next  to  Base  Camp.  But,  well,  there 
were  others,  too:  Like  the  American  ex-car  salesman  whc 
had  been  accidentally  filmed  making  unwelcome  overture: 
to  my  teenage  Sherpa  cameraman,  and  then  tried  to  make 
off  with  Discover)''s  camera,  which  was  eventually  repos- 
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Left  to  right:  expedition 
outfitter/pugilist  Henry 
Todd;  home  on  the 
moraine;  riding  the  tube: 
a  frozen  wave 


,'ssed  with  a  quick  left  fist.  There  was  the  English  climber 
ho  in  all  seriousness  accused  me  of  trying  to  read  his 
iiind.  Then  there  was  the  climber  who  insisted  the  Sherpa 
orters  carry  his  backbreaking  steamer  trunk  all  the  way 
\rough  the  IcefaU  to  Camp  II. 

Certainly  the  long-term  altitude  intoxication  played  a 
art.  After  all,  for  weeks  at  a  stretch  Base  Camp's  inhabi- 
n  rs  were  fueling  their  brains  with  about  half  the  oxygen 
,  ailable  at  sea  level.  Even  so,  there  was  a  touch  more 
ladness  on  Everest  than  in  other  high-altitude  climbing 
imues  I'd  encountered. 

Thanks  to  a  recent  deluge  of  books  and  movies, 
verest  had  become,  literally,  a  rock  star.  The  mountain 
as  attracting  personalities  more  suited  to  Rolling  Stone 
lan  Rock  Ice:  trend  slaves,  lost  souls  hoping  to  fulfill 
lemselves  by  conquering  the  heights  and  a  sprinkling 

shady  characters  looking  to  cash  in  on  high  climbing 
cs,  sponsorship  money  and  deep-pocketed  travelers. 

I  hadn't  even  made  it  to  Base  Camp  before  the  thought 
as  planted  in  my  mind  that  Henry  Todd  might  belong  to 
le  cash-in  category.  It  was  on  the  hike  up  that  I  overheard 
(group  of  American  guides  refer  to  him  as  "Seven  Year 
enry."  The  nickname,  they  told  me,  was  an  allusion  to 
le  supposed  length  of  his  last  prison  stint.  Prison  stint? 

Sir  Henry,  as  it  turned  out,  had  a  rap  sheet  stretching  all 
If  way  back  to  1967,  when  he  was  imprisoned  for  theft 
id  traud.  A  decade  later,  he  hit  the  big  time  with  a  13-year 
ntence  for  his  part  in  an  LSD  ring. 

Worse  news  was  the  rumors  the  guides  passed  along 
)out  Henry's  supposedly  cheaply  refitted  Poisk  oxygen 
ittles.  Henry's  rigs,  they  said,  were  notorious  tor  mal- 
nctioning.  At  29,000  feet,  this  means  that  you  experi- 


ence something  like  slow  drowning  as  your  smothered 
brain  dims  and  finally  extinguishes  each  of  your  senses.  An 
investigative  article  in  England's  Sunday  Times  suggested 
that  one  of  Henry's  rigs  might  have  played  a  role  in  the 
death  of  a  climber  the  previous  year. 

Had  I  known  these  details  when  Henry  Todd  turned  up 
on  my  doorstep  in  Georgetown,  I  would  certainly  have  had 
second  thoughts  about  climbing  with  him.  At  the  very 
least,  I  would  have  asked  for  a  discount. 

Once  on  the  mountain,  however,  I  could  only  hope 
that  Henry  would  meet  his  simple  obligations:  providing 
tent  space,  food  and  functioning  oxygen  rigs.  How  much 
could  he  reaUy  louse  up,  I  reasoned — especially  with  all 
the  Discovery  viewers  watching?  Besides,  soon  enough 
I  had  other  worries. 

Things  began  to  turn  truly  edgy  on  Everest  with  the 
arrival  ot  the  sprawling,  lavishly  equipped  Inventa  Everest 
2000  Environmental  Expedition,  named  for  its  main 
sponsor,  an  Internet  consulting  firm.  The  group  trooped 
into  camp  accompanied  by  a  yak  caravan  carrying  Coca- 
Cola,  canned  crab  and  other  unusual  luxuries. 

They  could  afford  it.  Inventa's  purported  goal  was  to 
clean  up  trash  from  the  mountain  left  by  previous  expe- 
ditions. To  do  so,  the  group  had  reportedly  raised  a 
whopping  half-million  dollars  in  corporate  sponsorship. 
No  matter,  apparently,  that  prior  groups  with  precisely 
the  same  goal  had  managed  this  mission  for  less  than 
$20,000.  Or  that  expedition  leader  Bob  Hoffman's  last 
"environmental"  foray  on  Everest,  in  1998,  had  ended 
with  complaints  to  the  American  Alpine  Club  being 
lodged  against  him  by  both  his  climbing  leader  and 
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environmental  coordinator.  The  complaints  alleged  that 
the  environmental  component  of  Hoffman's  program 
was  a  sham  to  get  funds  for  the  climb. 

If  Inventa  wanted  to  sponsor  such  dubious  characters, 
that  was  their  business.  What  shocked  me  was  the  group's 
claim  to  represent  another  sponsor:  none  other  than  the 
Discovery  Channel. 

This  was  news  to  me.  In  order  to  get  the  facts  straight, 
I  set  up  an  interview  with  Hoffman,  a  bearded,  middle- 
aged  airlines  executive  with  a  sitcom  Brooklyn  accent.  But 
when  I  showed  up  at  his  massive,  domed  media  tent,  he 
now  refused  to  talk.  I  found  this  strange  since,  if  he  were 
indeed  supported  by  Discovery,  I  would  have  expected  to 
be  greeted  with  a  Coke  and  a  smile. 

I  went  away  deciding  that  it  was  best  to  let  matters  rest. 
Everest  is  in  practice  lawless,  with  the  nearest  Nepalese 
military  post  three  days  away.  There  was  only  one  of  me 
and  more  than  two  dozen  Inventa  team  members,  several 
of  whom  had  already  made  lavish  claims  to  their  local 
media  outlets  back  home  about  their  supposed  good  deeds 
on  Mount  Everest.  (For  the  record,  Inventa  Technologies 
Inc.  says  Bob  Hoffman  is  "a  high-quality  leader,"  and  the 
company  is  "proud  of  sponsoring  the  expedition.")  I  had 
little  interest  in  getting  into  a  roof-of-the-world  brawl 
with  a  mob  of  Walter  Mittys. 

However,  a  few  weeks  later  I  descended  from  my  fmal 
accUmatization  climb  to  discover  that  the  Inventa  team 
had  found  a  novel  way  of  addressing  the  embarrassing 
spectacle  of  two  supposed  Discovery  expeditions  on 
Everest  that  didn't  know  about  each  other.  A  neighbor- 
ing expedition  leader  broke  it  to  me. 

"While  you  were  gone,"  he  said,  "two  guys  from  the 


environmental  team  were  over  here  telling  us  not  to  talk 
you  because  you're  an  imposter — you're  not  really  here  wi 
Discovery.  They've  been  around  to  all  the  expedition) 

When  the  going  gets  tough,  the  tough  write  memfl 
Enter  the  fatefiil  e-mail,  which  I  sent  over  the  satellite  li) 
to  my  Discovery  editors.  In  it,  I  reported  my  suspicid 
that  this  Inventa  cleanup  expedition  was  actually  mc 
interested  in  vacation  than  sanitation,  and  that  I  intendj 
to  write  about  them  in  upcoming  dispatches.  "But,  I  wa 
to  make  sure  that  Discovery  is  not  involved,  as  I  don't  wa 
to  step  on  any  feet  there,"  I  wrote  in  what  turned  o 
to  be  a  kamikaze  display  of  company  loyalty.  "Please  i 
to  find  out  if  Discovery  has  anything  to  do  with  them. " 

Half  a  world  away,  my  editors  in  Discovery's  hea 
quarters  in  Bethesda  forwarded  my  message  to  th 
colleagues  in  other  departments,  who  in  turn  forward 
it  to  their  colleagues.  None  of  them  had  ever  heard 
this  environmental  expedition,  which  indeed  was  n 
being  sponsored  by  Discovery.  The  e-mail  was  fc 
warded  and  re-forwarded  and  forwarded  again,  until 
eventually  found  its  way  to  someone  who  happened 
know  Bob  Hoffman. 

Within  24  hours,  my  "confidential"  message  to  my  e 
itors  on  the  other  side  of  the  globe  was,  thanks  to  t 
miracle  of  the  Internet,  leaked  back  to  the  environme 
tal  expedition  camped  a  few  hundred  feet  away. 


The  e-mail  had  the  effect  of  a  flame-thrower  applied 
a  hornet's  nest.  Armed  with  a  printout,  a  large  posse  frc 
the  Inventa  camp  came  over  to  "talk"  to  me. 

Fortunately  for  me,  I  had  trekked  down  to  a  Sher 


illage  at  the  edge  of  the  tree  Hne  to  enjoy  two  days  in 
tie  thicker  air  before  beginning  my  summit  push.  Sir 
lenry  was  also  there.  He  strode  up  to  me  as  I  was  having 
inner  in  a  local  teahouse  and  exploded.  "I've  just  gotten 
ff  the  sat  phone,"  he  said.  "There's  been  some  trouble  up 
t  Base  Camp."  He  tersely  explained  that  he  had  enough 
)  worry  over  without  having  to  deal  with  interoffice 
olitics  in  Discovery's  headquarters,  /  was  the  one  who 
ad  brought  these  troublemakers  into  his  camp,  and  now 
e  was  humiliated  and  terrified. 

"Lighten  up,"  I  told  him.  "Maybe  they  cleaned  the  place 
p  while  they  were  over." 

Henry  was  not  amused.  "You  go  up  and  straighten  this 
,at.  Make  sure  this  doesn't  remain  my  problem." 

Two  days  later  I  trekked  back  to  Base  Camp.  The 
ormy  weather  that  had  enveloped  Everest  for  two 
lonths  had  subsided,  and  a  British  team  had  made  the 
rst  summit  of  the  season  from  the  Nepal  side.  Mother 
vcrest  was  open  for  business! 

Henry  had  simmered  down.  But  he  still  fretted  about 
e  environmental  lynch  mob. 

"Want  me  to  go  over  and  talk  to  Bob?"  I  asked,  reck- 
ling that  anyone  who  needed  a  mob  escort  to  speak  to  me 
ould  probably  be  damned  polite  without  it. 
■  "No,  rU  go,"  Henry  said. 

Henry  spent  over  two  hours  huddled  with  the  Inventa 
am  before  emerging  from  their  mess  tent,  jogging 
!  ward  me.  What  did  they  discuss?  I  stiU  don't  have  a  clue. 
II  I  know  is  that  Henry's  first  sucker  punch  took  me 
;)v/n,  and  he  was  on  top  of  me  faster  than  an  avalanche, 
•addling  my  chest  and  maniacally  hitting  me  until  two 
icrpas  rushed  up  and  pulled  him  off.  Blood  ran  from 


my  nose  and  from  gashes  in  my  face  and  the  back  of  my 
head.  Somehow,  I  was  still  more  mystified  than  angry. 

"What  the  hell,  Henry?"  I  asked,  as  the  Sherpas  helped 
me  back  to  my  feet.  Several  of  their  mates  rushed  over  to 
join  us,  as  did  one  of  Henry's  friends,  who  looked  worried 
and  handed  me  a  bandana  to  mop  up  the  blood. 

Henry  offered  no  word  of  explanation,  and  the  frenzied 
look  in  his  eyes  indicated  he  wasn't  about  to.  "Get  the  f— - 
out  of  Base  Camp  or  I'U  kiU  you,"  he  yelled  before  trotting 
back  to  the  Inventa  camp,  where  he  was  greeted  by  applause. 

Meanwhile,  our  camp  went  eerily  silent.  Just  a  few 
moments  earlier,  the  place  had  been  buzzing  with  the 
activity  of  a  dozen  climbers  preparing  to  move  up  the 
mountain.  Now,  everyone  but  the  fearless  Sherpas  had 
dived  out  of  sight.  It  was  like  that  scene  in  Western 
movies  where  the  town's  bustling  main  street  suddenly 
empties  out  as  the  bad  guys  ride  in  to  confront  the  sher- 
iff. Where  the  heU  was  everyone? 

Ten  hours  later,  Henry  was  gone,  too,  hiking  up  to 
Camp  II  with  his  new  best  friends.  He  didn't  find  a  cheer- 
ful greeting  when  he  returned.  By  that  time,  the  Nepalese 
authorities  had  begun  taking  testimony  from  some  ten 
witnesses,  including  Sherpas,  who  had  seen  and  heard 
everything.  The  authorities  had  already  made  a  thorough 
examination  of  the  extensive  bruises  and  gashes  to  the 
front  and  back  of  my  head.  And  now  they  looked  to 
Henry  for  an  explanation.  He  was  among  their  top 
Everest  licensing  revenue  generators,  and  no  doubt  they 
hoped  he  could  provide  something — anything — reason- 
able-sounding to  explain  away  an  assault  and  battery 
on  their  most  prominent  tourist  site. 

Henry's  alibi — that  I  had  tripped  and  fallen  on  the 
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moraine — went  a  long  way  towards  explaining  his  previ- 
ous lack  of  criminal  success. 

I  don't  know  if  the  Nepalese  authorities  kept  straight 
faces  upon  hearing  this  interpretation  of  the  events,  but 
the  upshot  was  they  convicted  Henry  of  assault  and  banned 
him  from  the  country  for  two  years. 

But  all  of  this  legal  drama  was  yet  to  come.  After  the 
pummeling,  I  moved  to  the  camp  of  a  neighboring  expe- 
dition whose  doctor,  Bryce  Brown,  patched  up  my 
wounds.  "You're  lucky,"  he  told  me.  "Things  don't  heal  at 
this  altitude.  Had  you  gotten  any  internal  bleeding  there 
wouldn't  have  been  much  anyone  could  have  done." 

My  Everest  expedition  was  over,  but  I  couldn't  book  a 
helicopter  out  until  the  weather  cleared,  and  that  would 
take  at  least  two  days. 

Until  then  I  had  to  lay  low.  Not  everyone  from  the 
Inventa  group  had  disappeared  to  Camp  II.  Dan 
Morrison,  an  ex-rnarine  and  a  journalist,  warned  me  that 
a  half-dozen  people  from  the  expedition  had  confronted 
him  m  the  Inventa  communications  tent.  "They  were 
hassling  me  because  they  thought  I  was  helping  you 
escape,"  he  said. 

On  another  occasion,  I  happened  to  be  standing  in  a 
tent  when  a  nervous  climbing  leader  radioed  down  to  his 
team  from  high  on  the  mountain:  "I  heard  there  was  a 
dustup  between  the  Inventa  team  and  the  Discovery  guy, 
and  that  he's  still  somewhere  in  Base  Camp.  I  don't  want 
to  get  the  Inventa  people  after  us  by  helping  this  guy  out 
in  any  way,  OK?"  The  Sherpas,  who  had  a  reliable 
grapevine  going  with  their  brethren  at  the  Inventa  camp, 
were  also  warning  me  about  further  violence. 


Shortly  after  breakfast  on  the  second  day  after  t 
attack,  a  helicopter  landed  on  the  moraine  to  bring  r 
down  to  Kathmandu.  Taking  off,  I  peered  dejectedly  ba 
at  the  black  pyramid  of  Everest's  summit.  Until  then,  r 
climbing  career  had  consisted  of  an  unbroken  string 
miraculously  parting  storm  clouds,  found  food  cacht 
benignly  placed  avalanches  and  a  lot  of  other  dumb  luck 
high  places.  I  had  thought  myself  an  anointed  Golden  Bi 
of  the  Mountain  Gods.  Now,  they  had  dropped  me  fast 
than  a  pot-puffmg  Supreme  Court  nominee. 

Or  had  they?  One  week  later,  Henry  Todd's  climbi 
clients  took  off  for  the  summit  from  Camp  IV  on  t 
South  Col,  breathing  steadily  into  their  oxygen  rigs.  Mi 
and  Kristy  Woodmansee,  a  hardy  couple  from  Washin 
ton  state,  were  making  strong  headway  up  the  icy  slope  ai 
had  just  passed  another  group  of  climbers.  Mike  describ 
what  happened  next:  "I  was  soon  stricken  with  a  claustr 
phobic  panic  attack.  It  took  me  a  minute  to  realize  I  v* 
getting  no  oxygen.  I  literally  ripped  my  mask  off  and  tri 
to  catch  my  breath  in  the  thin  air  above  the  Col."  ? 
oxygen  rig  had  malflinctioned. 

Shortly  after  that,  Kristy's  rig  broke  down.  Within 
hour,  another  two  of  Todd's  climbers  had  rigs  fail  as  w( 
Agonizingly  close  to  the  summit,  all  four  climbers  aba 
doned  their  Everest  dreams  and  staggered  gasping  back 
the  oxygenated  depths. 

Tracking  the  debacle  via  live  Internet  coverage  fron 
poolside  bivouac  in  my  Singapore  hotel,  I  toasted  t 
mysterious  ways  of  the  Mountain  Gods  and  my  Discovi 
memo-leaker  with  another  mug  of  the  frosty  stuff.  Aw; 
ward  e-mail  can  kiU  you — especially  at  17,600  feet.  In  t 
case,  it  might  have  saved  my  skin.  • 
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Apparel 

1.  Alden  Shoe 

1-800-325-4252 
www.aldenshoe.com 
Manufacturer  of  custom-quality  shoes 
and  boots  for  discriminating  gentle- 
men since  1884. 

Cruises 

2.  Silversea  Cruises 

Consistently  rated  World's  Best, 
Silversea  Cruises  features  all  ocean- 
view  suite  accommodations,  most 
with  veranda,  and  all-inclusive  value. 
For  a  free  brochure  call  800-722-9955 
or  visit  www.silversea.com 

Executive  Gifts 

3.  Jack  Daniel's  Single  Barrel 
Tennessee  Whiskey 

A  super  premium  Tennessee  Whiskey 
with  the  robust  flavor  of  a  single  bar- 
rel and  the  smooth  character  of  Jack 
Daniel's.  Call  1-888-551-5225 
or  visit  www.jdsinglebarrel.com 

Hotels 

4.  Beverly  Hills  Convention  & 
Visitors  Bureau 

800-345-2210 
www.visitbh.com 

To  find  out  more  about  Beverly  Hills 
world-class  hotels,  restaurants  and 
spas,  call  for  your  free  visitors  guide 
(800)  345-2210. 

5.  The  Peninsula  Group 

At  The  Peninsula  Group  of  hotels  in 
Asia  and  North  America,  guests  are 
assured  of  the  highest  standards  of 
excellence  that  have  been  synony- 
mous with  the  Peninsula  name  for 
over  70  years. 
Visit  www.peninsula.com 

6.  Raffles  Hotel 

Consistently  voted  as  one  of  the  best 
hotels  in  the  world,  Raffles  Hotel  has  a 
unique  charm  and  legendary  hospital- 
ity complete  with  outstanding  contem- 
porary facilities. 
Visit  www.raffleshotel.com 


7.  SuperClubs  Grand  Lido  Resorts 

Luxurious  accommodations,  gourmet 
dining,  24-hour  room  service,  premi- 
um liquors,  unlimited  water  sports, 
tennis,  everything's  included.  No  tip- 
ping. Free  weddings. 
Call  1-800-GO-SUPER. 

Jewelry/Watches 

8.  Omega 

For  over  150  years  Omega  has  built  an 
unmatched  reputation  for  precision 
and  leading  edge  technology.  Omega 
continues  to  record  significant 
moments  in  time  on  the  wrists  of 
some  of  the  world's  most  outstanding 
personalities. 

9.  Rado  Switzerland 
800-283-RADO 
www.rado.com 

Rado  is  one  of  the  most  prominent 
Swiss  watch  manufacturers  and  the 
leading  producer  of  ultra-durable, 
scratchproof  design  watches. 

Real  Estate 

10.  KRI  Palmilla  Real  Estate 

www.palmillaliving.com 

For  more  information,  please  call: 

(949)833-3025  ext.  313 

Tourism 

11.  New  Mexico  Department 
of  Tourism 

1-800-733-6396 

www.newmexico.org 

New  Mexico  Department  of  Tourism 

1-800-SEE  NEW  MEXICO  Ext.  1439 

or  1-800-733-6939  Ext.  1439 

Travel 

^  ANA 

www.fly-ana.com 

California  Wine 

^  Fetzer  Vineyards 

www.fetzer.com 

^  St.  Francis  Vineyards 
&  Winery 

www.stfranciswine.com 
St.  Francis  is  an  award  winning  pro- 
ducer of  super  premium  Sonoma 
County  veriatals  wines. 
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The  Rise  of  the  i 


The  quest  for  a  loftier  view  has  moved  not  only  wealthy  American  sports  fans  in  our  time  but  the  rich  and  the  powerfu 
from  time  immemorial.  The  so-called  "skybox,"  i.e.,  a  structure  affording  a  privileged  overview  of  an  event  or  simply  a  vist; 
usually  accompanied  by  lavish  hospitality,  probably  first  appeared  as  long  ago  as  3000  B.C.  in  ancient  Babylon,  or  Babylom 
(but  never  Babylononia).  Archeologists  have  recently  excavated  the  ruins  of  a  towering  column  of  painstakingly  stacked  fla 
stones  in  the  bleak  Valley  of  the  Bumps,  estimated  to  have  once  stood  200  feet  high.  Shards,  trinkets  and  an  intact  beer  . 
mug  found  at  the  site  confirm  that  the  tower  was  built  to  afford  Babylonia's  royal  fans  a  king's-eye  view  of  the  quasi-reli-  ^ 
gious  vase  races  frequently  staged  in  the  semi-sacred  Valley.  The  kingdom's  strongest  if  not  always  brainiest  menfolk  woul 
roll  giant  vases,  jugs  and  other  vessels  from  one  end  of  the  Valley  to  the  other,  over  a  rough-and-tumble  obstacle  course  ol 
rocks  and  galleys  and  agonizingly  steep  grades.  A  shattered  vase  meant  one  limb  boiled  in  oil,  a  lost  race,  a  swift  exile — b  * 
to  the  victor  went  The  King's  Sandwich,  forerunner  of  that  delicacy  known  today  as  the  Dagwood.The  world's  first  skybo>  || 
according  to  contemporary  exts,  fell  or  was  pushed  down  by  disgruntled  vase  racers  around  2780  B.C.  and  never  rebuilt  1 
Other  texts  suggest  that  vast    jcing  had  by  then  died  out  as  a  popular  sport,  eclipsed  by  the  pastime  known  as  war.  B 


fhe  skybox  as  freedom 
ighter  C.I.A.-erected 
omewhere  in  the  Florida 
iverglades  in  1961  under 
he  cover  designation  of  a 
weather  station  and  stuffed 
Mth  every  known  e!ec- 
'onic  monitoring  device, 
lis  round-the-clock  eye 
nd  ear  on  Castro's  Cuba 
i  the  world's  highest 
35,000  feet)  skybox  and 
lus  (note  icicles!)  the 
oldest.  It  is  unquestion- 
bly  one  of  the  most  auda- 
ious  feats  of  structural 
ngineering  ever  under- 
iken,  but  is  reportedly 
luch  dreaded  by  the 
'ews  who  must  endure  a 
ve-hour  elevator  ride  up 
)  the  cramped  little  aerie 
vaying  sickeningly  in 
le  jet  stream,  warmed 
ily  by  a  tiny  space  heater 
id  conducive  to  serious 
tacks  of  cabin  fever.  The 
tact  nature  of  the  surveil- 
nce  activities  conducted 
om  the  skybox-cum- 
>ybox  is,  of  course,  classi- 
;d,  but  it's  a  no-brainer 
conclude  that  one 
ich  is  monitoring  Cuban 
gar  output  by  measuring 
e  smoke  density  over  the 
and,  especially  after 
rmal  dinners,  banquets, 
iddings  and  births. 
:uttlebutt  has  it  that  the 
I. A.  augments  its  budget 
selling  CDs  of  Buena 
5ta  Social  Club  perfor- 
ances  recorded  via  high- 
wered  microphones. 

Vritten  and 
llustrated  by 
ruce  McCall 


The  naughtiest  skybox  Roly-poly  North  Korean  Dear  Leader  Kim  Jong  M's  hobbies  are  officially  listed  as  model  railroad 
ing,  philately  and  cribbage.  The  Great  Architect  of  the  Galosh  Miracle's  fascination  with  babe-watching  goes  mysteriously 
unmentioned.  Yet  why  would  the  Steadfast  Helmsman  of  the  Anti-Fascist  Swine  Flotilla  order  a  platform  built  atop  his 
Pyongyang  palace,  have  it  directly  facing  the  North  Korean  Young  Women's  Athletic  Dormitory  and  hand  out  promotions  ar 
medals  to  the  army  officers  bringing  him  high-powered  binoculars  with  infrared  lenses?  What  else  could  it  be  but  yet  an- 
other slander  by  the  Capitalist  Running-Dog  Lackey  Stooges? 


The  modern  skybox  era 
begins  A  tiny  mainte- 
nance corridor  in  an  upper 
section  of  Philadelphia's 
Shi  be  Park  was  converted 
in  1938  by  the  advertising 
mogul  and  Athletics  super- 
booster  Clyde  Lardbody 
into  the  first  known  sta- 
dium skybox.  Lardbody 
enjoyed  a  sweeping  view 
from  his  private  vantage 
point,  but  the  combination 
of  his  300-pound  bulk 
and  the  narrowness  of  the 
space  meant  that  nobody 
else  did.  Invited  (read 
"ordered")  out  to  the  ball- 


park by  their  boss,  his  to|| 
executives  were  left  to 
spend  the  long  afternoon 
sweltering  and  sulking  in 
the  claustrophobic  gloom 
of  the  passageway  behinc 
him.  The  corridor-cum- 
skybox  was  abandoned  oi 
Lardbody's  death  in  195 
and  eventually  sealed 
off;  from  then  until  Shibe 
Park  was  demolished  in 
the  '70s,  legend  had  it 
that  half  a  dozen  advertij 
ing  executives  were  still 
sealed  inside  but  too  ene 
vated  to  cry  out  for  rescu 


The  skybox  as  torture 
Italy's  Fascist  strongman 
Benito  Mussolini  loved 
nothing  better  than  to 
harangue  a  vast  crowd  with 
his  apocalyptic  visions  of 
a  new  Roman  empire.  But 
the  adored  Duce  loved 
nothing  less  than  heights. 
So  when  well-meaning 
flunkies  in  the  Ministry  of 
Public  Works  presented 
:heir  leader  with  a  custom- 
built,  gold-finished 
liodium  styled  like  a 
Roman  chariot  that  could 
\>e  hydraulically  elevated  a 
hundred  feet  in  the  air, 
nner  conflict  followed, 
^/lussolini  dared  not  admit 
lis  yellow  streak  about 
leights  without  risking 
idicule  and  injury  to  his 
uperman  image,  yet  the 
)rospect  of  orating  from 
lis  one-man  skybox  high 
ibove  the  earth  left  him 
i/eak  in  the  knees.  He 
/ould  nerve  it  through  just 
mce,  he  decided,  having 
irst  arranged  for  Fascist 
hugs  masquerading  as 
pponents  of  the  regime  to 
/reck  the  infernal  device 
nmediately  afterward. 
)p,  up,  up  rose  a  quaking 
lussolini  in  his  hated  sky- 
ox  over  Rome's  Plaza  del 
'opolo  on  the  appointed 
ay.  The  throngs  below 
;ll  silent,  waiting  for  the 
peech  to  begin;  waited, 
len  waited  some  more. 
The  Splash  Heard  Round 
ie  World,"  chortled  an 
merican  newspaper  head- 
ne  over  what  happened 
ext.  "Deadly  Germs 
iscovered  at  High  Alti- 
Jdes,"  countered  a  head- 
ne  in  the  captive  Italian 
ress.  "II  Duce's  Heroic 
truggle  with  the  Flu 
'atched  by  Thousands." 


The  skybox  at  its  socially  useful  peak  Students,  graduates  and  Old  Boys  from  England's  best  public  schools  built 
and  furnished  countless  private  skyboxes  along  the  white  cliffs  of  Dover  in  late  summer  of  1940 — not  merely  to  spectate  at 
the  Battle  of  Britain  raging  overhead,  but  to  lend  school  chums  and  classmates  now  piloting  Spitfires  and  Hurricanes 
against  the  Hun  their  fervent  emotional  and  moral  support.  "It  kept  one  muddling  onward,"  recalled  one  Etonian  RAF  ace 
"to  see  one's  school  colors  and  all  the  chaps  and  laddies  from  one's  Form  cheering  and  waving.  And  I  say,  how  very  off- 
putting  for  old  Fritzie!"  Pictured  here  is  the  Spitfire  of  Flight  Lieutenant  Taffy  ("Toffee")  Fotheringham,  Harrow  Class  of  '43 
closing  in  to  finish  off  an  ME-109  to  the  cheers  of  his  fellow  Harrovians  and  good-natured  barracking  from  the  supporters 
of  Winchester,  Rugby  and  other  schools.  i 
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rhe  skybox  ideal 
jerverted  As  all  toograph- 
cally  demonstrated  by 
he  late  Royal  Himself-for- 
Iternity  General  Admiral 
)zo  of  the  tiny,  mud-rich 
\frican  nation  of  Ozo-Ozo, 
he  commanding  view 
ind  personal  privacy  of 
he  skybox  can  be  bent  to 
!vil  purposes.  The  self- 
leclared  National  Savior 
)eluxe  ordered  the  tallest 
reestanding  structure  in 
lest-central  Africa  erected 
p  overlook  the  vast  and 
ierdant  grasslands  near 
he  capital  city  of  Ozopolis 
h  1979.  Picking  and 
hoosing  from  his  personal 
rsenal  of  Soviet-supplied 
lilitary  weapons,  General 
dmiral  Ozo  daily  blasted 
way  with  automatic  rifle, 
lachine  gun,  mortar  and 
)cket-launcher  at  every 
ving  animal  in  view  as 
des  kept  count;  indeed, 
0  consumed  did  he  be- 
ome  with  decimating  the 
idigenous  gazelle,  giraffe, 
pringbok  and  zebra  popu- 
itions  that  all  government 
ctivity  virtually  ceased, 
zo-Ozo's  fragile  economy 
tagnated  and  the  Air 
orce,  unpaid  for  months, 
lutinied.  Ironically,  it 
as  the  Air  Force's  Soviet- 
uilt  tank — aircraft  being 
idundant  in  a  nation 
ithout  an  airport — that 
lacked  and  toppled  his- 
ry's  most  lethal  skybox 
le  morning  in  1982,  with 
16  Royal  Himself  and  his 
itinue  in  it.  Ozo-Ozo  is 
)w  known  as  Airtorcia.  • 


Expectations 

When  the  occasion  calls 

for  something  special,  think 
big.  Why  postpone  joy? 
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All  prices  approximate.  This  page:  One-of-a-kind  divimond-and-whitc-gokl  necklace,  $500,000,  from  the 
Lucea  Collection  by  Bulgari,  (800)  BULGAW.  Knitted  fox  shawl,  $4,000,  by  Helpn  Yarmak,  New  York,  (212)  245-0777. 
Opposite:  Gold-and-pearl  moth  with  diamonds,  rubies,  emeralds  and  sapphires,  $75,000,  by  Buccellati, 
New  York,  (212)  308-2900.  Gold-and-diaraond  moth  with  yellow  sapphire,  $5,750,  and  platinum-and-diamond  moth 
with  pink  sapphire,  $14,500,  by  Pedro  Boregaard,  New  York,  (212)  826-3660.  Sculpted  i8k-gold  praying 
mantis  brooch,  $3,500,  by  Gabriella  Kiss,  at  J.  Mavec  &  Co.,  New  York,  (272)  517-7665.  Enameled-^old  wasp  brooch, 
$1,250,  at  Camilla  Dietz  Bergeron,  Ltd.,  New  York,  (212)  794-9100.  Magnifying  glass,  $450,  at  James  TI  Galleries, 
New  York,  (212)  355-7040.  Embroidered  tablecloth,  $850,  by  Frette,  New  York,  (212)  988-522!. 
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Omanza  flower  pin,  550,  bv  Burberry,  (800)  284-8480.  Ostrich  wallet,  S450,  by  1  anino  Lnsa,  New  \  orlc, 
I  ^^:;-roi4  Gold  Tortue  Chronoscaphv.-i.tc\y  on  alligator  strap,  $16,900,  from  the  Collection  Pnvee  by 
L  u  tier  Paris  (800)  CARTIER.  Embroidered  silk  evening  bag,  $1,650,  by  Judith  Leiber,  New  York,  Las  Vegas  and  Costa 
Mesa  CA.  Gold-and-diamond  chronograph  watch  on  alligator  strap,  $17,700,  by  Chaumet,  (800)  321-4832- 
Opposke:  All-terrain  Yamaha  golf  car  with  HcUa  lamps,  Corbeau  Forza  racing  scats,  Gateway  Duro  Desert  ATV  t.res, 
' '  Thuie  rack  and  Warn  winch,  $12,995,  hy  OGIO,  (8oo).922-i944,  www.ogio.com. 


RUmiN' 

One  sure  cure  for  a  broken 
heart  is  a  motorcycle  trip  from 
San  Diego  to  Palm  Springs. 


Text  and  Photographs  by  Mike  Salisbury 


I  doii't  know  what 
you  did  the  day 
the  love  of  your  life 
walked  out  on  you, 

but  I  called  Chris  Haines.  Chris  owns  Chris 
Haines  Motorcycle  Adventures,  probably 
the  best  high-end  motorcycle  touring  outfit 
in  the  country.  There's  nothing  like  getting 
dumped  to  start  the  adrenaline  pumping, 
and  no  better  way  to  direct  it  than  corner- 
ing into  a  switchback  to  see  a  whole  new 
vista.  The  eagle  may  fly  alone,  but  Chris  is 
the  guy  to  point  the  way. 

I  last  rode  with  his  group  six  years  ago.  It 
was  an  off- road  run  down  the  coast  of  Baja 
and  inland  into  the  mountains  and  a  place 
called  Mike's  Sky  Ranch.  Every  detail  was 
seen  to  by  a  chase  team,  leaving  riders  to 
enjoy  days  of  back-road  scenery  that  few 
people  ever  see,  and  nights  drinking  tequila. 
Lyle  Lovett  was  along  for  the  ride,  post- 
Julia  Roberts.  (Now  there  s  a  guy  who  knows 
something  about  getting  dumped.) 

Chris's  trip  this  year  was  a  three-day, 
6oo-mile  ride  from  San  Diego  east  into  the 
desert  to  Palm  Springs.  All  back  roads.  All 
first-class.  All  new  Hondas.  There  were 
seven  of  us,  three  couples... and  me,  the 
eagle.  Better  get  used  to  it,  I  suppose. 

Chris  picked  us  up  at  the  San  Diego  air- 
port in  a  new  Ford  van  and  the  bikes  were 
being  unloaded  when  we  arrived  harborside. 
They  were  all  easy-riding  cruisers. 

Chris  provides  any  size  bike  that  a  rider  prefers,  from 
750CC  up  to  the  biggest  motor  in  cycling,  the  iSoocc  VTX 
"extreme  cruiser."  Having  a  low  seat  height  and  a  reas- 
suringly low  center  of  gravity,  cruisers  let  you  put  your  feet 
flat  on  the  ground  when  stopped.  Wide  handlebars  allow 
you  to  turn  as  easily  as  delivering  the  morning  paper  on 
your  old  Schwinn  Phantom. 

After  a  brief  but  detailed  riders'  meeting  to  discuss 
routes  and  road  safety,  it  was  tear-ass  time,  and  I  began 
my  own  inner  theme  song,  "Get  your  motor  run- 
nin'...head  out  on  the  highway."  We  were  off  down  the 
road  like  a  herd  of  rumbling,  rebel  roustabouts,  signaling 
to  each  other  with  thumbs  up. 

The  first  stop  was  the  little  western  town  of  Julian  up 
in  the  mountains,  50  miles  east  of  the  Pacific.  Cruising 
on  the  near-silence  of  high  gear  through  the  tunnels  of 
oak  trees  just  outside  San  Diego  close  to  the  Mexican 
border,  we  slipped  j-ast  sleepy  border  agents,  old  saloons 


and  weathered  general  stores. 

Quickly  gearing  down  to  humble  the  mountain,  w( 
roUed  on  up  past  blossoming  apple  orchards.  Julian  is 
one-cop  burg  that  looks  like  it  was  beamed  in  from  th« 
gold  rush  country  in  the  Sierras.  The  perfect  place  for  aij 
outlaw  biker  from  The  Wild  One. 

Lunch  was  a  noisy  group  affair,  at  the  Julian  BakerJ 
next  door  to  the  old  drugstore  on  Main  Street.  In  oui 
posse  was  Heather,  the  Enghsh  supertall  supermodel 
Heather  was  married  to  Dan,  the  record  producer  from 
Marina  del  Rey,  who  may  or  may  not  have  been  th« 
adopted  son  of  Baby  Doc  Duvalier,  as  was  rumored 
(I  think  he  started  the  rumor  himself.) 

Dan,  like  Heather,  was  chatty  and  friendly  and  dressecj 
entirely  in  the  all-black  Hollywood  look  du  jour.  Hj  liitf 
sported  a  muscle  shirt  over  his  muscles  and  his  ponytail 
fell  out  of  the  little  hole  in  the  back  of  his  black  basebal  sp 
cap.  In  three  days  I  never  did  see  if  he  had  any  eyes  undej 
his  black  Oakley  shades. 
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"I'm  thinking  of  opening  a  chain  of  plastic-surgery 
inics,"  Dan  said  at  lunch.  "What'ya  think?" 

liter  saddling  up,  Chris  chose  Dave,  an  ex-fireman 
ho  motorcycles  Southern  California  daily,  to  ride  point 
1  his  Shadow  Aero,  along  with  his  attractive  and  charm- 
'  g  wife,  Marilyn.  I  run  at  the  back  of  the  pack  on  a  won- 
;rful  iioocc  Shadow  Sabre. 
Motoring  swiftly  down,  like  a  runaway  mining  train, 
le  snake  single  file  through  the  mountains,  gliding  over 
•Itches  of  snow  lying  in  the  shadows  of  the  pine  trees  of 
ileveland  National  Forest.  Down  we  go  to  the  Indian 
I  servation  of  Santa  Ysabel,  waiting  in  the  patchwork  quilt 
:  plowed  rolling  hiUs,  then  on  to  the  Spanish  mission  of 
hitewashed  adobe  in  Santa  Ysabel. 

Soon  we're  boxing  with  some  great  twisty  roads  that 
■ep  us  getting  better  at  corkscrewing  through  the  hills, 
iach  rider  leans  his  bike  into  a  fast  right  turn.  Escaping 
rough  a  narrow  pass  between  two  hills,  the  road  straight- 


ens on  top  of  a  rise  and  the  sky  opens  like  a  proscenium 
into  the  vast,  empty  stage  of  the  Anza  Borrego  Desert. 

We  settle  back  to  a  comfortable  cruising  speed  and  I 
let  some  distance  open  between  me  and  the  other  rid- 
ers. There  is  nothing  as  good  for  the  soul  as  desert  soli- 
tude, with  the  white  noise  of  a  V-twin  engine  lulling  you 
through  the  miles.  As  the  sun  begins  to  turn  gold  with  its 
setting,  we  cross  the  Spanish  Trail,  the  now  invisible  road 
that  carried  the  conquistadores  over  the  desert  from 
Mexico,  searching  for  the  gold  of  El  Dorado. 

I  glimpse  Dan  and  Heather  in  my  mirror.  They  make 
a  beautiful  team — in  black  leather,  backlit  by  the  sunset 
as  they  roar  alongside  the  dotted  line  of  our  lost  highway. 

Now  I'm  starting  to  feel  it  a  little  bit — Dumped?!  How 
could  she  dump  me?!  I  see  her  superimposed  against  the 
desert  sky,  pale  and  smiling,  peering  out  from  beneath 
that  jet-black  Louise  Brooks  pageboy.... 

An  explosive  blast  from  the  air  horn  of  a  highballing 
semi  scares  her  away.  I  settle  back  into  the  healthy  here 
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The  Route!  starting  in  San  Diego  we  cruised  in  a 

600-mile,  three-day-long  circle  that  brought  us  to 
a.  Julian  b.  Santa  Ysabel  c.  Palm  Springs  d.Cabazon 

e.Idyllwild  f.  Mesa  Grande  g. Wildcat  Canyon 


and  now,  traveling  at  loo  miles  an  hour  on  two  wheels, 
pulling  up  onto  the  ridge  that  is  the  backbone  of  the 
Santa  Rosa  Mountains. 

This  range  creates  the  pink  granite  amphitheater  that 
surrounds  Palm  Springs.  As  we  throttle  up,  gaining  ele- 
vation, the  scenery  changes  as  quickly  as  the  canyon  ride  at 
Disneyland.  Now  almost  silent,  we  cruise  quickly  around 
boulders  as  big  as  a  three-story  house  dropped  onto  moon- 
scapes of  endless  sand.  The  road  drops  for  what  seems 
to  be  a  mile  down  into  the  tvi^ilight  glitter  of  Palm  Springs. 

At  the  bottom,  we  hit  the  brightly  lit  highway  that  con- 
nects all  the  towns  in  the  valley  like  a  string  of  festival 


8, 


lights.  My  helmet  fills  with  the  fragrances  of  resort  lana 
scaping  and  the  chlorine  smell  wafting  from  kidnej 
shaped  swimming  pools. 

Looking  like  21st-century  knights  in  black  leather,  vi 
motor  under  the  porte  cochere  of  our  hotel  just  in  time  ft 
cocktails.  The  hotel  has  an  inviting  bar  with  a  good  vnti 
list  and  my  room  has  a  nice  shower.  The  boys  stable  tr  illy 
bikes  for  the  night  and  we  all  head  out  into  the  wan 
breezes  to  sample  a  taste  of  the  desert  paradise. 

Strolling  past  the  sidewalk  cafes,  under  the  walls  < 
Royal  Palms,  are  swimsuited  college  students  wearin 
Gucci  shades  in  the  dark,  and  gold-chained  old  guys  i|Rtl) 
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^ht  white  pants  with  sockless  loafers.  In  the  street,  low- 
ding  Impala  convertibles  jack  up  and  down  on  hydraulics, 
ritating  the  rhinestone  cowboys  cruising  by  in  Bentleys. 
anned  young  girls  in  bikinis  ride  on  the  backs  of  their 
)yfriends'  lime-green  Ninja  sport  bikes.  It's  enough 
make  a  middle-aged  guy  like  myself  feel  young  again, 
i  That  is,  until  Heather  says,  "You  know,  Mike,  for  an 
'der  person  youVe  still  a  pretty  attractive  guy." 

he  next  morning  we  cruise  east  into  the  sunrise, 
hrough  the  orange  blossom  fragrance  of  La  Quinta, 
LSt  polo  ponies  being  exercised  on  boulevards  of  date 
ilms.  Endless  green  fields  of  golf  courses  are  automat- 
illy  bathed  in  huge  fountains  of  spray  like  some  water- 
ow  spectacular. 

We  enter  a  box  canyon  that  Geronimo  would  find  very 
jmey,  then,  suddenly,  out  the  other  side,  we  are  on  an 
:  dless  flat  of  blinding,  open  pink  desert.  Alongside  the 

istbound  highway  that  brings  all  the  legal  migrants 


into  California  we  pull  the  bikes  up  to  the 
rusting  metal  corpses  of  the  General  Patton 
Tank  Museum. 

After  a  nostalgic  roadside  meal  of  Cokes 
and  hamburgers  with  blackened  meat 
cooked  hard  as  hockey  pucks,  we  follow 
the  sun  into  the  fairyland  of  Joshua  Tree 
National  Park.  The  light  rimming  the  cac- 
tus makes  for  the  most  breathtaking  desert 
scenery  in  the  entire  state.  Everyone  is  so 
stunned  by  the  beauty  of  the  landscape  that 
we  begin  to  lose  the  day  before  we  know  it. 

Night  is  reaching  toward  the  flat  desert 
floor  as  we  end  this  second  day  at  another 
roadside  attraction:  Pioneertown,  a  charm- 
ing false-front  Western  town  built  as  a 
movie  location  by  Roy  Rogers.  Pioneertown 
is  also  the  home  of  a  Western-theme  1940s 
bowling  alley.  Before  packing  it  in  and 
heading  to  the  hotel  for  the  night,  Dave  and 
I  cure  our  desert  dehydration  at  the  bar  of 
the  wooden  bowl-o-rama.  "A  little  'sarsa- 
pariUa'  in  your  coffee,  pardner?" 

As  attractions  go,  it  was  second  only  to 
the  looming,  four-story  tyrannosaurus  out- 
side Cabazon  that  we  pass  the  next  morn- 
ing. The  trip  is  winding  down.  And  soon  I 
can  hear  the  voice  from  an  old  travelogue 
bidding  a  fond  farewell  to  lovely  Palm 
Springs  as  we  gun  it  up  to  Idyllwild. 

We  pass  a  crater  lake  that  seems  to  be 
made  of  glass,  and  puU  up  a  hidden  road  into 
the  Hideout.  This  is  a  very  rural  and  genuine 
biker  hangout  chock  fliU  of  the  real  thing  and 
a  few  weekenders  like  us.  We  check  out  the 
endless  gauntlet  of  bikes,  slap  backs  and 
high-five.  Buddies  on  bikes. 

Bolting  through  the  bucolic,  wistful  beauty  of  the 
rolling  hills  and  grazing  horses  of  Mesa  Grande,  we  head 
home  to  San  Diego  to  meet  the  stars  on  the  water  as 
twilight  falls  into  the  deep  and  mysterious  Wildcat 
Canyon  on  the  last  and  most  challenging  road  of  our  trip. 
After  three  days  in  the  saddle,  we  are  up  to  the  challenge. 

Back  in  the  All- American  City,  our  ride  is  done.  We 
do  the  classic,  John  Wayne-like  dismount  for  the  bene- 
fit of  the  tourists  unloading  from  taxis  at  the  Marriott. 

Dan  and  Heather  say  good-bye.  Then  the  rest,  good 
companions  and  good  riders  all.  I  feel  entirely  renewed — 
even  for  an  "older  person."  Maybe  things  aren't  that  bad 
for  the  eagle,  I  muse.  Maybe  life  isn't  over  after  all. 
And  I  go  to  find  a  pay  phone.  • 

San  Diego  to  Palm  Springs,  $i,%o  per  person,  including 
everything  but  alcohol.  Chris  Haines  Motorcycle  Adventures, 
(p4pj  888-y^oj;  www.motorcycleadventurecompany.com. 
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Schuberth  Concept 
Motorcycle  Helmet 

Carbon-fiber  helmet 
features  a  chin  bar  that 
flips  up  for  easy  entry. 
A  flip-down  dark  visor 
eliminates  the  need  for 
sunglasses  or  a  dark 
shield.  From  the  same 
company  that  makes 
helmets  for  Fl  champion 
Michael  Schumacher. 
$400;  www.schuberth- 
usa.com. 

Oxtar  T.C.S. 
Motorcycle  Boots 

Torsion-control  system 
limits  ankle  flex  and 
prevents  injury.  Italian 
made,  the  T.C.S.  is 
the  only  boot  to  receive 
Europe's  CE  safety 
rating.  Available  in 
blue,  red  and  black. 
$225;  www.oxtar.com. 
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Phis  year's 
ccessories 
ave  got 
lenty  of 
park. 


2002  Honda  VTX 
1800  This  106-hp  cruiser 
is  the  biggest  mass- 
produced  V-twin  on  the 
road.  Water-cooled  and 
fuel-injected,  the  five- 
speed  VTX's  seat  rests 
at  a  mere  27.3  inches 
off  the  pavement.  Not 
for  the  faint  of  heart. 
$12,500;  www.honda- 
motorcycle.com. 

Tracks  Glove  by 
First  Gear  Premium 
cowhide  shell  with 
carbon-fiber  armor 
in  the  knuckles 
and  wrists.  Full 
circumference 
closure  keeps  glove 
tight  and  secure. 
$100;  www.first- 
gearusa.com. 


Blood,  Sweat  and  Tuna  at  Relais  &  Chateaux's 
LEcole  des  Chefs    v  mii 

1 


As  adventure  vacations  go,  this  one  was  light 

work  at  the  outfitters.  I  would  need  a  paring 
knife,  a  chef's  knife  and  the  uniform:  a  long- 
sleeved  white  jacket  with  two  rows  of  buttons  and 
pair  of  those  black-checked  trousers.  This  list  of  gear 
came  with  the  orientation  papers  Irom  L'Ecole  des 
Chefs  Relais  Gourmands,  a  new,  hands-on  program 
offered  by  Relais  Sc  Chateaux,  the  Paris-based 
association  of  luxury  hotels  and  restaurants  (the  M 
restaurants  are  the  "Relais  Gourmands").  L'Ecole 
des  Chefs  places  amateur  cooks  and  the  occasional 
budding  pro  in  the  working  kitchens  of  many  of  R&C's 
greatest  chefs  for  five-day  internships  or  two-day  quick 
takes.  Think  of  it  as  sports  fantasy  camp  with  bubbling 
pots  and  lightning  knife-work. 

For  the  culinarily  starstruck,  this  is  the  big  time.  The 
chef's  school  offers  you  a  choice  from  a  global  roster  that 
includes  such  masters  as  France's  7\lain  Passard,  Michel 
Rostang  and  Georges  Blanc,  a  bevy  of  EU  all-stars,  and 
far-flung  geniuses  from  Argentina  to  Japan.  Fifteen  of 
the  restaurants  are  in  North  America,  including  my 
posting:  New  York  City's  Le  Bernardin,  perhaps  the 
most  consistently  superb  French  eating  establishment  in 
the  United  States. 

You  may  already  know  the  story  of  how  the  glamorous 
Maguy  Le  Coze  and  her  brother  Gilbert  surprised  the 
food  world  in  1986  by  transferring  Gilbert's  insurgent, 
seafood-only  cuisine  from  the  center  of  Paris  to  midtown 
Manhattan.  Le  Bernardin  became  mythic  overnight,  and 
after  five  years  the  Le  Cozes  entrusted  their  reputation 
to  Eric  Ripert,  a  young  chef  from  Andorra.  Ripert  ran 
the  kitchen  to  their  exacting  standards — even  after  the 
untimely  death  of  Gilbert — and  became  a  household 
(or  at  least  a  kitchenhold)  name  through  his  cookbooks 
and  television  presence. 

As  thrilled  as  I  was,  I  actually  had  no  idea  what  I  was 


going  to  do  in  Ripert's  kitchen.  L'Ecole 
des  Chefs  allows  member-chefs  to  set 
the  curriculum  as  they  choose.  The  pro- 
gram's only  constant  is  a  premium-grade 
uniform  jacket  embroidered  with  the 
intern's  name.  I  didn't  know  it  yet,  but 
wearing  my  impressive  jacket  would  keep  me  identifiab 
in  the  melee  that  breaks  out  during  lunch  and  dinner.  Tl 
plain  jacket  I  brought  was  a  standby. 

On  my  first  morning,  I  arrived  at  Le  Bernardin's  su1 
basement  service  door  at  the  same  instant  as  a  schd 
of  line-caught  striped  bass,  direct  from  the  day  boat 
Ahead  of  us  for  inspection  was  a  delivery  of  Maine  s< 
scallops  stiU  Uving  in  . shells  crusted  with  bits  of  the  oce^ 
floor.  Crates  of  wild  mushrooms  and  artichokes  were  trj 
ing  to  muscle  in  behind  the  bass  and  me. 

Once  Fd  edged  my  way  in,  I  saw  chefs  in  an  adjacej 
zone  neatly  filleting  silvery  magenta  snappers  on  i 
expanse  of  hard  plastic  cutting  boards.  Yards  of  clean  plai 
tic  film  clung  to  the  tiled  walls  beside  them  as  part  of  tl 
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ygiene  regimen.  Kitchen  Confidential  it  was  not. 

The  purchase  inspector  handed  me  over  to  Chef  Rip- 
rt's  assistant,  who  led  me  on  an  introductory  tour  of  the 
ack  of  the  restaurant.  We  stepped  into  the  walk-in  cool- 
rs,  the  shelves  stocked  as  methodically  as  a  library's,  and 
irough  the  bustling  kitchen  with  its  geography  of  stations: 
arde  manger,  where  cold  dishes  are  prepared;  "app," 
)  -'here  hot  first  courses  are  given  final  treatments  (like  a  fast 
taring  on  a  griddle  or  a  6o-second  poach);  and  "the  line," 
^here  the  main  courses  are  cooked  to  order  during  meals 
nd  the  sauces  made  beforehand.  She  told  me  where  to 
nd  a  hard  plastic  cutting  board  (puU  one  from  an  anti- 
.;ptic  bath),  issued  me  a  mandatory  paper  cap  and  turned 
le  over  to  one  of  the  sous-chefs,  Richie  Brower,  who  sent 
le  for  shallots  and  told  me  to  come  back  and  peel  them. 

Happy  to  be  asked,  I  fetched  and  then  started  poking 
u  a  shallot  with  my  paring  knife.  Richie  called  halt, 
and  then  showed  me  the  way  it's  done:  Use  the 
knife  blade  to  catch  a  bit  of  skin  at 
the  sprout  end  and  puU  down 
sharply;  repeat  until  bulb  is 
bare.  I  tried  it  myself  It  worked. 
This  was  just  about  perfect:  I  was 
cutting  shallots  like  a  maitre  de 
cuisine,  but  as  a  paying  intern  I 
could  ask  a  waiter  for  a  drink 
whenever  I  wanted  one. 
The  real  crew's  focus  was  on 
the  rapid  final  preparations  for 
lunch.  The  commingled  aroma  of 
the  sauces,  the  stocks  bubbling  on  the 
burners  and  the  elegant  cookies  baking 
in  the  ovens  was  almost  overpoweringly 
delicious.  No  surprise,  then,  that  the 
cooks  continually  sample  the  food, 
making  sure  they  hit  their  very  specific 
marks  for  flavor  and  texture.  Eric  Ripert 
appeared.  Trim  and  young-looking,  despite 
the  gray  shooting  through  his  curly  hair,  he  brought 
sense  of  ease  to  the  kitchen.  He  advised  me  to  spend 
nch  watching  at  every  station  because  the  plan  was  to 
tate  me  through  each  in  the  days  ahead.  "You  learn  the 
ation,"  he  said,  "we  put  you  in." 

He  himself  would  be  on  the  "pass,"  a  long  stainless- 
eel  counter  where  dishes  get  a  final  quality  check 
;fore  being  released  to  the  waiters.  Le  Bernardin  had 
packed  house,  as  was  evident  from  a  chart  on  the  wall 

led  with  table  numbers,  seating  times  and  some 
istomers'  names  (heavy  regulars  and  a  dash  of  the  fa- 
ous).  Then  as  the  hour  struck,  the  "line"  rambled  in 
id  took  up  their  positions — the  pro  cooks  at  the  peak 

training  and  stamina,  a  few  years  away  from  a  sous- 
lef  s  softer  seat.  A  waiter  dropped  off  the  first  order, 
id  the  Chef  s  accented,  rhythmic  voice  hit  the  start 


button,  "One  fluke,  one  tu-NAH,  one  artichaut,  order- 
ing two  stripe-bass,  one  hal-i-BUT." 

"Oui,  oui!"  chimed  the  crew,  even  though  no  one  there 
was  French.  Larders  opened,  whisks  reinvigorated  vinai- 
grettes, sashimi-grade  raw  fish  went  swiftly  under  the 
knife.  I  darted  around  and  found  my  spots  to  watch  and 
stay  out  of  the  path  of  sizzling  pans,  crisscrossing  cooks 
and  delicately  perfected  finished  plates.  At  the  height  of 
it  all,  Richie,  the  sous-chef,  pulled  me  over  to  app  and 
gave  me  instructions  for  Le  Bernardin's  complex  bouil- 
labaisse. It  was  a  seven-step  driU,  ending  with  "Deliver 
it  all  to  the  pass,  and  don't  stand  there  admiring  it!"  I 
jumped  in. 

ater,  once  the  bouillabaisse  craze  wore  off,  I  could 
make  my  own  lunch — any  dish  on  the  menu, 
supervised  by  Chris  Muller,  the  executive  sous- 
chef.  I  wanted  the  sea  scallops,  or,  rather,  the 
"Lemon-Splash  Slivers  of  Scallops  with  Chives  and  Extra 
Virgin  Olive  Oil"  that  I  had  coveted  whenever  they  were 
ordered.  I  did  my  best  to  sliver  the  scallops  into  even  coin- 
thin  disks,  but  couldn't  thin  down  the  last  half-inch 
pieces.  Then  my  chives  wouldn't  slice  very  finely,  and 
I  asked  Chris  how  the  cooks  manage  it.  He  said, 
"Concentrate  on  the  task  at  hand."  I  quieted  down,  and 
it  dawned  on  me  that  an  almost  selfless  degree  of  con- 
centration unified  all  the  work  around  me.  The  cooking 
might  be  rapid,  but  it  was  never  rushed;  and  everyone  did 
almost  everything,  from  cutting  an  artichoke  to  brewing  a 
complex  black-truffle  sauce,  using  solely  the  methods 
taught  by  the  chef.  Ripert  had  mentioned  "Zen"  and 
"a  team"  to  me  earlier  on,  and  they  were  not  idle  words. 

From  then  on  my  learning  began  in  earnest.  Some 
things  that  stand  out:  Richie  taught  me  to  shuck  sea  scal- 
lops and  open  oysters  Le  Bernardin's  way.  I  learned  the 
moves  for  "Fanned  Warm  Artichoke  Hearts  with  Baby 
Arugula  Salad  and  Truffle  Vinaigrette."  I  even  made  it 
up  to  the  "line,"  off-peak,  and  put  together  a  "Sauteed 
Grouper,  Glazed  Cipolini  Onions;  Bacon  Butter  Sauce" 
that  Chef  Ripert  approved  for  serving.  I  learned  from 
Vinny,  the  saucier,  how  to  start  a  Bacon  Butter  Sauce,  and 
from  Brian,  a  hotshot  line-cook/saucier,  how  to  complete 
one.  Even  from  my  inexperienced  hands,  its  addicting, 
luscious  flavor  lacked  nothing,  I  thought,  but  a  Surgeon 
General's  Warning. 

By  the  end  of  my  hitch,  my  handsome  jacket  from 
L'Ecole  des  Chefs  Relais  Gourmands  was  a  mess,  I'd 
wrapped  on  a  few  Band-Aids  and  my  feet  were  filing 
a  grievance  for  days  spent  in  a  place  where  nobody  sits. 
This  was  a  real  schooling — a  veritable  trial  by  fire — and 
I  have  been  dining  out  on  it  ever  since.  • 

L'Ecole  des  Chefs  Relais  Gourmands,  two  days,  si,ioo-$i,40o; 
five  days,  $i,poo-$2,6oo;  (8yy)jj4-6464;  www.ecoledeschefs.com 
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Book^ 

Obscure  Americans  remembered;  the  history  of  the  cocktail;  and  mor 


Open  this  stocky  little  book 
of  pictures  by  aerial  photo- 
grapher Yann  Arthus-Bert- 
rand  to  a  random  page,  and  the 
world  flashes  before  your  eyes  as 
you've  never  seen  it.  A  perfectly  man- 


icured garden  beside  a  chateau  is  fol- 
lowed by  a  burnt  riverbed  in  Kenya, 
followed  by  a  gracefully  curving 
expressway  interchange  in  Honshu, 
Japan.  Things  take  on  weird,  abstract 
patterns  from  above,  often  reminis- 


R^^QU  1  R6^rl(i  l  McGs.:  The  Best  Obituaries  from  Legendary  New  York  Times  Reporter 

Robert  McG.  Thomas  Jr.,  edited  by  Chris  Calhoun;  Scribner;  $20 


care"),  and  Edgar  NoUner, 
who  was  a  musher  in  the  race 
to  deUver  diphtheria  serum 
to  Nome  in  1925.  Another 
one-hit  wonder,  Nguyen 
Ngoc  Loan,  spent  his  life  try- 
ing to  step  back  into  obscu- 
rity after  his  big  moment.  He 
was  the  South  Vietnamese 
police  commander  whose  pis- 
tol-shot through  a  Vietcong 
official's  head  during  the  1968 
Tet  offensive  became  a  def- 
ining image  of  the  Vietnam 
War.  He  eventually  escaped 
Vietnam  and  settled  in  north- 
ern Virginia  where,  despite 
having  been  denounced  in 
Congress,  he  opened  a  pizza 
parlor.  It  failed  once  the 
locals  found  out  who  he  was. 
If  the  people  Thomas  wrote 


^  The  Best  Obituaries  from 

I  Legendary  NGW  YOfk  TimeS  Write. 

Robert  McG.  Thomas  Jr. 

McUs. 


If  the  people  Thomas  wrote  about  weren  t 
famous,  they  were  often  on  the  verge. 


A New  York  Times  obituary  is 
as  formulaic  as  a  Petrarchan 
sonnet.  Its  opening  para- 
graph is  two  sentences  long,  the  first 
stating  the  name  of  the  deceased, 
ivhy  he  was  important  and  the  fact 
Iphat  he  is  dead.  The  second  is  usually 
:hree  words:  "He  was  87."  The  ensu- 
ing paragraphs  report  the  cause  of 
death,  if  that  information  is  avail- 
ible,  and  the  milestone  events  of  the 
ieceased's  life,  until  the  last  one, 
vhich  lists  the  names  and  addresses 
)f  survivors. 

Robert  McG.  Thomas  Jr.,  who 
jvrote  657  obituaries  for  the  Times 
luring  the  late  1990s,  habitually 
)ent  that  rigid  design  to  the  point 
>f  snapping  it.  "Anton  Rosenberg," 
le  once  began,  "a  storied  sometime 
rtist  and  occasional  musician  who 
mbodied  the  Greenwich  Village 
lipster  ideal  of  1950s 
ool  to  such  a  laid-back 
egree  and  with  such 
etermined  detachment 
lat  he  never  amounted 
3  much  of  anything, 
ied  on  Feb.  14  at  a  hospital  near  his 
ome  in  Woodstock,  N.Y." 

Prose  like  that  was  pure  oxygen 
n  the  sober  obit  pages  of  the  Times, 
ad  Thomas  soon  had  a  following  of 
:aders  devoted  to  his  irreverent  but 
wing  tributes  to  marginal  Ameri- 
in  personages  like  Edward  Lowe, 
ho  invented  kitty  litter,  and  Toots 
arger,  13-time  world  champion  in 
ic  regional  sport  ot  duckpin  bowl- 
ig.  He  was  particularly  fascinated 
y  people  struck  by  momentary  fame 
len  forgotten,  like  the  Rev.  Louis 
aunders,  who  buried  Oswald  (his 
ilogy  was  among  the  shortest 
cr:  "Mrs.  Oswald  tells  me  her  son, 
cc  Harvey,  was  a  good  boy  and  that 
ic  loved  him.  And  today.  Lord, 
c  commit  his  spirit  to  Your  divine 


about  weren't  famous,  they  were 
often  on  the  verge.  Of  author  Mar- 
guerite Young,  he  wrote,  "Anyone 
who  has  not  heard  of  Miss  Young, 
nor  read  her  magnum  opus.  Miss 
Macintosh,  My  Darling,  need  not 
feel  ashamed.  Surely  one  of  the  most 
widely  unread  books  ever  acclaimed, 
it  has  actually  been  read  by  com- 
paratively few;  by  fewer  still  all  the 
way  through."  When  he  was  not 
ribbing  the  deceased,  he  was  pun- 
ning on  their  lives:  "Hal  Lipset,  a 
storied  San  Francisco  sleuth  who 
helped  elevate,  or  rather  reduce, 
electronic  surveillance  to  a  miniature 
art,  died  on  Monday  at  a  San  Fran- 
cisco hospital." 

One  of  Thomas's  biggest  fans 
was  literary  agent  Chris  Calhoun, 


who  used  to  tear  out  McGs.,  as  he 
and  his  friends  called  them,  and 
stash  them  in  books  and  desk  draw- 
ers. He  brought  them  all  together  for 
this  book,  picking  52  of  the  best  obits 
that  Thomas  wrote  between  1995 
and  2000.  They  are,  Calhoun  writes 
in  his  editor's  note,  "Thomas  at  his 
coolest,  corniest,  smartest,  sweetest, 
and  all-time  greatest." 

And  by  the  way,  Thomas  died 
last  year.  "In  addition  to  his  wife," 
wrote  Michael  T.  Kaufman  in  The 
New  York  Times,  "Mr.  Thomas  is 
survived  by  their  twin  sons,  Andrew, 
of  Lewes,  Del.,  and  David,  of  Man- 
hattan; a  sister,  Carey  Gates  Thomas 
Hines  of  Birmingham,  Ala.,  and 
two  grandchildren." 

— Thomas  Jackson 
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"  i  Hh  UCbAN 

REEF  Club... 


is  one  of  the  safest 
communities  in  the  world. " 

-U.S.  Secret  Seri'ice 


Sat,  Dec.  1 , 2001 

Key  Largo,  FL 


Just  55  niiles  soutli  of  Miami,  located 
in  the  Florida  Keys  is  America's 
most  exclusive  private  ckib  that  only 
a  few  will  be  iifforded  the  privilege  of 
enjoying.  Private  services  and  ameni- 
ties abound;  from  the  private  airport 
to  on-site  medical  facilities,  in-}'our- 
home  chefs,  9  restaurants,  8  lounges, 
elegant  shopping,  a  library'.  Lawn  & 
Tennis  Center,  three  world-class  golf 
courses,  fitness  center,  spa,  private 
school,  cultural  center,  and  deep- 
water  marina.  With  it's  higlily 
secured  accessibility'  tliis  peaceful 
haven  is  home  to  the  world's  busi- 
ness and  industry  leaders.  This  could 
be  your  home. 

Come  prepared  to  bid  and  buy! 
Preview  by  appointment  only. 

•  80+  Ft.  Waterfront  &  Dock 

•  Elevator 

•  State-Of-The-Art  Kitchen 

•  Separate  Guest  House 

•  Enclosed  Pool  w/Spa 

•  Elegantly  Furnished 

•  Equity  Membership  Available 


CALL  FOR  A  FREE  COLOR  BROCHURE 

1-800-552-8120 

wwWeG-E-A.com 


G^eat  Estates 


Auction. com 


Kpep  Your  F.ye.s  Peeled 


STRAIGHT  UP  OR  ON  THE 
ROCKS:  The  Stor>' of  the 
American  Cocktail,  by  William,Grimes; 
North  Point  Press;  $23 

"The  Puritans,"  writes  William 
Grimes  in  this  newly  revised  edition 
of  his  1993  classic,  "arrived  on  the 
shores  of  New  England  with  a  pas- 
sion for  freedom  and  a  raging  thirst." 
Soon  afterwards,  they  and  their  suc- 
cessors set  to  mixing  and  stirring 
their  liquor  with  a  brashness  staid 
Europe  had  never  seen,  from  the  rum 
punches  of  the  Colonial  era  to  the 
mint  juleps  and  bittered  slings  of  the 
19th  century,  to  the  saketinis  and 
screaming  orgasms  of  the  late  20th. 
The  cocktail.  Grimes  argues,  works 
well  as  a  metaphor  for  the  American 
people.  Like  us,  it  is  adventurous, 
constantly  evolving  and  fun.  Never 
more  so  than  in  the  fat  years  before 
the  Great  War,  the  cocktail's  golden 
age:  The  martini,  the  Manhattan,  the 
old-fashioned  and  the  Bronx  were 
born  during  those  blessed  years,  as 
were  innumerable  others  that  didn't 
stand  the  test  of  time,  like  the  Sam 
Ward  and  the  dorlando.  At  the 
Manhattan  Club,  they  served  a  little 
number  called  the  royal  cup,  which 


S  T  R  A  I  G  H  T  U  P 

OH  ON  TH€  hOCr,> 

THf  SIOKT  OF  1H!  AMin.dll  (OCnAM 


was  a  melange  of  a  pint  of  Cham- 
pagne, a  quart  of  Bordeaux,  soda 
one  pony  each  of  brandy  and  mara- 
schino, lemon  juice,  sugar,  mint 
seasonal  fruits  and  a  cucumber] 
Grimes  believes  that  today  there  ari 
more  innovative  bartenders  working 
than  there  have  been  in  generations) 
Their  ingredients  are  fresh,  thei 
flavors  are  new  and  their  old  Amer- 
ican urge  to  mix,  crush  and  stir  is  a; 
strong  as  ever.  — T.  J 

JUNK  ENGLISH, 
by  Ken  Smith;  Blast  Books;  $12.95 

Why  use  a  fane- 
word  like  r  e  con  text- 
ualize  rather  thai 
rethink?  Why  sa; 
holistic,  when  com- 
plete will  do?  Wha 
on  earth  does  smar 
tize  mean?  In  thi 
admirably  cranky  little  book,  Kei 
Smith  catalogs  his  quibbles  with  thi 
current  state  of  our  language  witl 
the  passion  of  a  Frenchman  railinj 
against  "le  week-end."  Smith  i 
refreshingly  judgmental,  slaying  lani 
guage  he  considers  sloppy,  misleadl 
ing  or  pretentious.  "Junk  Englisl 
takes  many  forms,"  he  writes.  "It  il 
the  salesperson  who  describes  a  proi 
duct  as  high  quality  and  a  real  valm 
the  coworker  who  writes  of  the  posi 
tive  side  of  the  consumer  equation . . .  thi 
television  analyst  who  talks  of  anoma\ 
bus  paradigms. . ."  Arranged  in  alphai 
betical  order,  some  entries  addres 
usage  of  specific  words  and  phrases 
like  dialogue,  which  has  unfortunate! 
replaced  discussion  in  our  current  cul 
ture,  and  impact,  which  has  morphei 
into  the  "gruesome  adjective"  impact 
ful.  Other  entries  take  on  large 
themes,  like  "The  Passive  Voice, 
which  has  become  everyone's  favorit 
wav  not  only  of  evading  respon 
sibility — "mistakes  were  made" — bu 
of  watering  down  the  potentially  of 
fensive:  "Since  inclusion  can  be  con 


IF-  THE  ENTIRE  SEASaN  WAS  ONE  LONd  TOURNAMENT, 

THIS  Wmm  BE  SUiiM. 


PricewaTerhous^pers  I 


Tune  in  as  the  top  golfers  in  the  world  go  all  out  during  the  final  12  events 
of  the  year.  Some  will  be  playing  to  make  THE  TOUR  Championship 
presented  by  Dynegy,  while  others  will  be  playing  to  keep  their 
PGA  TOUR  card.  But  they  will  all  have  a  chance  to  win  the  2001 
Fall  Finish  presented  by  PricewaterhouseCoopers.  So  don't  miss  any  of  the 
action.  Because  at  this  stage  of  the  season,  every  tournament  counts. 


These  Guys  Are  Good. 


^LL  FINISH 

101  SCHEDULE 


'II 


Air  Canada  Championship 
ESPN  -  8/30  -  9/2 

Bell  Canadian  Open 
ESPN  -  9/6  -  9/9 

WGC-Americon  Express  Championship 
ESPN/ABC  •  9/13  •  9/16 

Tampa  Boy  Classic 
presented  by  Buick 
TGC  -9/13-9/16 


Marconi  Pennsylvania  Classic 
presented  by  SEI 
ESPN  -  9/20  -  9/23 

Texas  Open  at  LaCantera 
ESPN  -  9/27  -  9/30 

Michelob  Championship  at  Kingsmi 
ESPN  -  10/4  -  10/7 

Invensys  Classic  at  Las  Vegas 
ESPN  /  ABC  -10/10-10/14 


National  Car  Rental  Golf  Classic 
at  Walt  Disney  World  Resort 
ESPN  /  ABC  •  10/18  ■  10/21 

Buick  Challenge 

ESPN  /  ABC  -  10/25  10/28 

Southern  Farm  Bureau  Classic 
TGC  -  11/1  -  11/4 

THE  TOUR  Championship 
presented  by  Dynegy 
ESPN  /  ABC  -  11/1  -  11/4 


nspiring  routes 
The  best  leaders 
Finest  lodging 
Exceptional  cuisine 
Worldwide  destinations 


  ACTIVE  VACATIONS   

BACKROADS 


Call  800-GO-ACTIVE 
(462-2848)  or  visit 

www.backroads.com 
for  a  free  catalog 
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sidered  recognition  of  career  position 
and  professionalism,  each  candid- 
ate has  been  evaluated  in  keeping 
with  optimal  standards  of  individual 
achievement."  Translation:  "We  hire 
only  the  best  people."  This  book  w^ill 
hurt  your  feelings  if  you  thought 
main tenance-of- effort  requirement 
sounded  snappy.  But  it  will  make  you 
laugh  as  well,  and  you'll  never  use 
effort  as  a  verb  again.  — T.  J . 

THE  DEVIL'S  OASIS, 
by  Bartle  Bull;  Carroll  &  Graf;  $25 


Glittering  Cairo  on 
the  eve  of  Rommel's 
drive  toward  El  Ala- 
mein.  The  hunch- 
backed Portuguese- 
Goan  dwarf,  Olivio 
Alavedo,  presides 
over  the  high-soci- 


ety Cataract  Cafe,  a  place  to  snare  en- 
emies, launch  intrigues  and  host  his 
eclectic  inner  circle  of  friends.  They 
are  as  familiar  as  our  own  friends  by 
now,  author  Bartle  Bull's  repertor)^ 
company  of  shaggy  char- 
acters, introduced  in  The 
White  Rhino  Hotel  and  fol- 
lowed through  the  Italian 
invasion  of  Ethiopia  in  A 
Cafe  on  the  Nile.  Drawn 
large,  they  are  as  vivid  and 
peculiar  as  a  fever  dream: 
Anton  Rider,  the  steeh' 
safari  guide  raised  by  gyp- 
sies; Gwenn,  the  saintly  L 
wife  who  compulsively  cuckolds  hnn; 
the  lethal  German,  von  Decken; 
the  honorable,  clueless  British  Lord 
Penfold.  What  makes  the  books  rock 
along  is  Bull's  wide-ranging  and 
skillful  attention  to  detail.  He  weaves 
in  authentic  details  about  skinning 
animals  on  safari,  about  Egyptian 
tomb  carvings,  about  the  properties 
of  different  rifle  ammunition,  about 
Coptic  monks  and  Italian  warplanes. 
A  mechanized  armor  raid  in  the 
desert  doesn't  skim  past  without  a 
description  ot  the  capabilities  of  the 
different  vehicles,  the  desert  sores  on 
the  men  or  what  rations  they  were 


eating.  The  Devil's  Oasis  is  Bull's  moi 
crowded  canvas  yet,  bustling  witt 
assassins.  Panzer  assaults,  treacheroii 
archaeologists,  Foreign  Legionnair^ 
and  at  least  four  love  subplots.  Ridi 
and  von  Decken  fight  the  war  a 
different  sides,  Gwenn  patches  u 
the  wounded  and  the  dwarf  wag« 
his  own  crusade  against  fate  an 
his  shadowy  enemies.  It  leaves  li 
with  Cairo  on  the  edge  of  doom  o 
salvation.  There  is  the  promise  c 
more  to  come,  with  Olivio  Alaved 
still  pulling  strings,  whose  windir 
and  obscure  connections  only  h 
can  foUow.  — Richard  Nalle] 

BROOKI.YN:  A  State  of  Mind, 
edited  by  Michael  W.  Robbins; 
Workman  Publishing;  $19.95 

"Nobody  can  know  Brooklyn,"  wro 
Arthur  Miller,  "because  Brookl} 
is  the  world,  and  besides  it  is  fiUe 
with  cemeteries,  and  who  can  say  1" 
knows  those  people?"  True  enougl 
but  this  new  collection  of  storie 
essays,  photos  and  time  lines  is 
'r^K^^'i  brave  attempt  to  pi 
l^m^M.  it  all  together,  froi 
; V^Hf i  cheesecake,  Truma 
!  Capote,  Domini 
sugar  and  browr 
stones  to  the  Brooi 
lyn  Bridge,  two  c 
waa^  wtm  the  Three  Stooge 
Mwl  Jehovah's  Witnesst 
^L^aB  and  Viagra  (mac 
3h  bv  Brooklyn's  Pfizt 
Inc.  ).  boine  of  the  stories  reveal  seo 
rets,  like  a  quaint  bed-and-breakfa 
operating  in  an  1845  mansion  i 
Bedford- Stuyvesant  (this  is  true),  an 
a  thriving  carousel  company  in  Ea 
New  York.  Others  explore  the  chai 
acter  of  neighborhoods,  like  th 
hipster  art  scene  in  Williamsbui 
and  grungy  but  still  thriving  Cone 
Island.  Another  essay  peels  the  laye 
from  the  Brooklyn  accent,  wonderir 
which  immigrant  group  is  mo: 
responsible  tor  turning  "these  an 
those"  into  "dese  and  dose."  It  turn 
out  inconclusively,  but  it's  enjoyah 
to  read  "troo  and  troo."        — T. 
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We  Regret  g 
The  Error 


By  Christopher  Buckley 


An  article  in  the  September  Forces  FY  I  incorrectly 
identified  the  President  of  the  United  States.  The  cur- 
rent president  is  George  W.  Bush,  not  Harry  R.  Truman. 


An  article  in  the  March  issue  on  pri- 
vate whale  hunts  incorrectly  identified 
the  costs  associated  with  the  trips.  The 
price  for  harpooning  a  sperm  whale  is 
$3,500,  not  $3,600.  Taxidermy  costs  for 
stuffing  and  mounting  a  whale  amount 
to  $18,000,  not  $1,800.  The  cost  of  ship- 
ping the  mounted  whale  by  Federal 
Express  was  also  incorrect.  The  actual 
cost  is  "a  staggering"  sum,  not  "a  bunch." 

The  cover  article  in  the  July  issue, 
"Now  Is  the  Time  to  Load  up  on  Tech 
Stocks,"  incorrectly  stated  the  actual 
right  time.  The  time  to  buy  tech  stocks 
was  July  1999,  not  2001. 

A  caption  in  the  September  issue 
incorrectly  identified  a  man  shown  en- 
tering a  Manhattan  adult  XXX  peep 
show.  It  should  have  read,  "Adult  XXX 
peep  shows  have  been  popular  among 
New  York  men  since  the  i68os,"  not 
"Commercial  real  estate  broker  Roscoe 
F.  Farnsbiddle  of  138  Ir\'ing  Road,  Pel- 
ham  Manor,  often  spends  his  lunch  hour 
at  peep  shows  instead  of  the  Yale  Club." 

An  article  on  new  GE  chairman 
Jeffrey  Immelt  incorrectly  stated  that 
he  likes  to  relax  by  watching  videos 
of  prison  electrocutions.  He  relaxes  by 
reading  biographies  and  histories,  and 
hiking  with  his  family. 


inadvertently  gave  the  impression  that 
there  have  been  fatal  shark  attacks  in 
Lake  Michigan.  According  to  the  Lake 
Michigan  Shark  Attack  Prevention  Cen- 
ter, there  have  been  no  fatal  shark  attacks 
in  Lake  Michigan  thus  far  this  year.  Last 
year,  there  were  none. 

An  article  in  the  April  issue,  "Do-It- 
Yourself  Plastic  Surgery,"  incorrectly 
represented  the  views  of  the  American 
Association  of  Plastic  Surgeons.  It  does 
not  endorse  do-it-yourself  plastic  surgery. 

An  article  in  the  June-July  issue, 
"How  the  South  Won  the  War,"  mis- 
represented the  events  at  the  Appom- 
attox Courthouse  in  April  1865.  It  was 
General  Lee  who  surrendered  to  Gen- 
eral Grant. 

An  editing  error  in  an  article  on  the 
newly  opened  Hotel  Wakami  on  the 
Hawaiian  island  of  Molokai  gave  the 
false  impression  that  there  had  been  an 
outbreak  of  leprosy  among  the  kitchen 
staff  The  sentence  should  have  read, 
"The  kitchen  specializes  in  fresh  fish 
baked  in  parsley." 

Due  to  a  computer  error,  FYI's  special 
issue  on  the  2000  Presidential  election 
was  published  in  Tagalog.  An  English 
version  is  being  prepared  for  publication. 


An  article  in  the  October  issue,  "Fatal 
Shark  Attacks  Surge  in  Lake  Michigan," 


An  article  in  the  August  issue,  "Prince 
Charles  Deposes  His  Mother  in  Over- 


night Palace  Coup  as  Prince  Philip  Flee 
into  Exile,"  contained  several  factu: 
errors,  i)  The  correct  term  of  addres 
for  Camilla  Parker-Bowles,  King  Charle 
Ill's  consort,  is  "Your  Royal  Consort 
ship,"  and  thereafter,  "Chooks,"  nc 
"Ducky."  2)  The  midnight  assau 
on  Buckingham  Palace  by  the  Cold 
stream  Guards  was  led  by  Captai 
Sir  Reginald  Hogg-Blother,  CMC 
VC,  KCMP,  VSOP,  not  Col.  Alista: 
Pimpington-Rumpworth,  GCMC 
ASAP.  3)  Under  the  terms  of  the  abdi 
cation  agreement,  Queen  Elizabet 
may  appear  in  public,  but  will  not  b 
allowed  a  handbag. 

An  article  in  the  November  issui 
"Polar  Bear  Attacks  Up  35%  in  Omaha 
contained  an  error.  According  to  th 
Nebraska  Polar  Bear  Attack  Preventio 
Center,  in  Mamaroneck,  New  Yorl 
polar  bear  attacks  in  Nebraska  ha\i 
decreased  since  the  last  Ice  Age.  , 

An  article  in  the  June  issue,  "Berkshii 
Hathaway  Off  38,000  in  One  Day  i 
Investors  Flee,"  mistakenly  gave  rh 
impression  that  Berkshire  Hathawa 
stockholders  engaged  in  panic  seUin 
following  a  report  that  CEO  Warre 
Buffett  had  been  eaten  by  a  great  whi) 
shark  while  wading  in  Lake  Michiga 
off  Chicago's  Grant  Park.  Mr.  Buffe 
was  eaten  by  a  mako  shark  while  bod} 
surfing  in  Lake  Huron. 

A  correction  in  the  current  issu 
of  Forbes  FYI  incorrectly  identifie 
President  Harry  Truman's  middle  nanr 
as  "R."  His  correct  middle  name  ws 
"Delano."  We  regret  the  error.  • 
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THE    STRAIGHT    GOODS    ON    e-BUSINESS  PLATF 


0  R  M  S . 


ITHE  WHOLE  e-BUSINESS 
THING  IS  A  FAD. 

othing  could  be  further  from 
ie  truth.  In  times  of  economic 
ownturn,  it  may 
em  prudent  to 
ut  the  whole 
Business  issue 
the  backburner. 
ut  it's  not.  Tough 
mes  call  for  speed, 
imbleness  and  agility 
lore  than  ever.  The 
me  to  get  smart  and 
plement  e-Business 
)lutions  for  your 
jstomers  is  today. 

THE  INTERNET  CHANGES 
EVERYTHING. 

le  Internet  does  not  change 
erything.  It  doesn't  change 
le  business  rules  that  run  your 
)mpany.  Or  the  infrastructure 
)u've  spent  years  building.  Or 
e  nature  of  your  business.  Or 
)ur  need  to  generate  revenues 
id  profit. 

le  Internet  is  obviously  a  critical 

rt  of  any  e-Business.  But  the 
ternet  is  only  a  common  set 

protocols  for 
e  transport 

information. 

how  well  you 
anage  that 
formation 
at  determines 
e  success  of 
ur  business. 


ONE 


IT'S  A 
■BRAND  WORLD. 


is  myth  surrounds  just  about 
ery  significant  e-Business 
atform  discussion.  Virtually 
ery  purveyor  of  e-Business 
itforms  touts  their  version  of 
is  "one-brand"  world.  Their 
and,  of  course.  Big  surprise. 

Sybase,  we  know  it's  just  not 
le.  Countless  brands  compete. 


cooperate  and  commingle  inside 
your  company.  It's  laughable  to 
pretend  that  any  one  external 
organization  can  "standardize"  all 
the  various  protocols,  systems, 
components,  new  technologies, 
languages,  databases  and  vendor 
relationships  that  your  business 
depends  on  to  succeed. 

Our  open  e-Business  platform 
embraces  diversity.  Making  all  of 
this  stuff  work  together  is  what 
our  stuff  is  all  about. 

A  WEBSITE  IS  A  PORTAL. 
A  PORTAL  IS  AN  e-BUSINESS. 

Well,  not  quite.  A  website  is  not  a 
portal.  And  even  if  it  was,  a  portal 
is  not  an  e-Business. 

Portals  and  websites  along  with 
application  servers,  databases, 
customer  relationship  programs, 
automated  supply  chains,  an 
efficiently  connected  field  force 
and  the  rest  of  your  back  office 
are  all  vital  components  of  an 
e-Business.  It's  making  them 
work  together  that's  the  trick. 

Unless  your  data  has  the  ability  to 
travel  from  a  customer's  pager  to 
your  trusty  OS/390 
mainframe  and 
then  back  to  your 
customer  via  cell 
phone,  you  may 
very  well  have  a 
website,  but  you 
really  don't  have 
an  e-Business. 

Our  proven  e-Business  platform 
totally  delivers  this  end-to-end 
functionality.  It  integrates  every 
single  aspect  of  your  business. 
What's  more,  it  has  the  scalability 
to  constantly  integrate  your  new 
components  into  the  mix.  Like 
say,  10,000  brand  new  customers, 
for  example.  Or  a  new  CRM  app. 

Just  something  to  think  about 
when  people  offer  you  buzzwords 
instead  of  technologies. 


IF  AT  FIRST  YOU  DON'T 
SUCCEED,  THROW  SOME 
MORE  MONEY  AT  IT. 

Hah.  Very  funny.  But  still  a  popular 
belief  for  a  long  time.  Listen:  It's  all 
pure  poppycock.  The  real  e-Business 
solutions  deliver  real-life  business 
results.  By  that  we  mean  increased 
revenues,  reduced  costs  and  profit  to 
your  bottom  line. 

At  Sybase,  we  provide  e-Business 
solutions  among  the  FORTUNE  500,® 
to  the  largest  firms  on  Wall  Street, 
to  the  biggest  names  in  healthcare, 
to  the  world's  largest  computer  and 
networking  companies,  and  to  the 
biggest  players  in  Europe  and  Asia. 

We  lead  the  way  in  enterprise  portal 
technology.  We  strongly  dominate  in 
enterprise  wireless  solutions.  And  we 
have  some  of  the  best  middleware 
integration  solutions  found  on  our 
planet. 

So  don't  throw  your  money  around. 
Look  for  an  ROI  that  has  a  sense  of 
immediacy.  Invest  carefully  based 
upon  proven  past  performance  and 
reasonable  expectations  of  return. 

IT'S  ALL  OR  NOTHING. 

The  Big  Bang  Theory:  You  need  to 
do  all  of  this  at  once.  Not  at  all  true. 

We  can  help  you  solve  the  problems 
you  have  today  while  simultaneously 
building  a  platform  that  can  solve 
tomorrow's  problems,  tomorrow. 

Implement  in  the  way  that's  right 
for  your  firm.  From  the  bottom 
up.  Or  the  top  down.  Component 
by  component.  It's  your  choice. 

Call  1-800-8-SYBASE  or  visit 
www.sybase.com/myths  and  we'll 
show  you  how.  Fact,  not  myth. 


i  Sybase 

Information  Anywhere' 


®2001  Sybase,  Inc.  All  rights  reserved.  All  trademarks  are  the  property  of  their  respective  owners. 


RKS    BETTER    WHEN    EVERYTHING    WORKS  TOGETHER. 


Introducing'wHE  bir<ectt^Ju5t,one  dfthe; 
many  i\ew  Network  fSiySCtoj^thatt^  the 
market  cfosett^you;; 

NYSE  Direct+  fs  high-speed  connectivity  defined. 
Assuring  immediate  executron  of  limit  orders  up 
to  1.099  shares. 

Now  your  broker  can  provide  you  with  point  and 
click  connectivity  to  the  world's  largest  market. 

That  means  faster  access  to  the  most  liquid 
market  in  the  world. 

There's  one  Exchange  that  offers  investors 
more  order  execution  choices  than  any  other. 
Right  here,  right  now. 

Welcome  to  today's  New  York  Stock  Exchange. 


UJelcome  to  your  direc 


l"''  nyse.com 

 ^.'T-T™'                                 '  " 

□nnection  to  the  market 


NYSE 


The  world  puts  its  stock  in  us." 
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130  Credit  Craze 

Install  a  solar-heated  spa.  Hire  an 
ex-con.  Maybe  even  go  on  vacation. 
Then  claim  a  tax  credit.  By  fanet  Novack 

150  Cease  Firing 

Companies  that  keep  workers  in  hard 
times  can  win.  By  Quentin  Hardy 

500  Largest  Private  Companies 
Getting  a  Rise  Out  of  Levi's 

Is  the  tarnished  blue  jeans  icon  finally 
back  on  track?  By  Kelly  Barron 


160  Hard  Drive 

Enterprise's  aggressive  tactics  put  it  on 
top  of  the  rental-car  heap.  By  Luisa  Kroll 

162  Not  For  Public  Consumption 

Our  annual  survey  of  America's 
500  largest  private  companies. 


OutFront 

46  Green  Beams  Zapping  anthrax  is 
easy  for  SureBeam.  Human  pests 
are  tougher.  By  Seth  Lubove 

47  About  That  Offer ...  AT&T's  Mike 
Armstrong  tries  to  save  face. 
By  Peter  Kafka 

48  Hands  Off  Our  TIPS  Foes  of 
inflation-linked  bonds  say  they 
don't  work.  Don't  believe  it. 
By  Ira  Carnahan 

48   Seeing  Red  Over  Green  Bill  Ford 
learns  that  appeasing 
environmentalists  can  backfire. 
By  Monte  Burke  and  Robyn  Meredith 
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50   Use  'em  or  Lose  'em  What 

happens  to  frequent-flier  miles 
if  the  flying  stops? 

By  Michael  Freedman 

50  The  Makings  of  a  Duesy  An  L.A. 
entrepreneur  tries  to  revive  the 
Duesenberg.  By  Jonathan  Fahey 

52  Kickin'  Cousins  The  death  of  a 
real  estate  mogul  adds  fuel  to 
a  family  feud.  By  Joanne  Gordon 

54   Safe— For  Now  Multinational  oil 
companies  are  targets  around 
the  world.  By  Lynn  J.  Cook 

56    Dubious  Diligence  Sometimes 
more  than  the  books  need 
auditing.  By  Ghana  R.  Schoenberger 


56    No  Regrets  Bill  Gates  is  barely 
bloodied  and  definitely 
unbowed.  By  Elizabeth  Gorcoran 

58    Ouija  TV  Predicting  TV's  next 
big  fad.  By  Dirk  Smillie 

58    Baaad  News  More  money — and 
cell  phones — for  shepherds! 

By  Alan  Farnham 


If 


Companies,  People,  Ideas 

62   What's  Eating  EMC?  The  storage 
king  blames  its  woes  on  the 
bad  economy.  But  its  deepest 
problems  are  of  its  own  creation 

By  Daniel  Lyons 


II 


"  "We've  got  our  timing 
riglit;  we  just  have  to  get 
off  our  butts  and  move." 


Power  Broker  Billionaire  Haim 
Saban  revels  in  the  sweet  deal 
he  got  from  Fox  and  Disney. 
Now  what?  By  Kerry  A.  Dolan 

Ballyhoo  Potential  problems  with 
Bally  Total  Fitness'  muscular 
results.  By  Elizabeth  MacDonald 

Fill  the  House  Fuller  Why  bigger 
stadiums  can  make  for  better 
football  teams.  By  Daniel  Kruger 

Mr.  Diversity  Do  students  really 
learn  more  in  racially  diverse 
classrooms?  By  Dan  Seligman 

Feathered  Nest  Ernest  Garcia  is 
turning  Ugly  Duckling  into  his 
golden  goose.  By  Nathan  Vardi 


89   Desperate  Times  How  do  you 

run  a  staffing  company  when 
no  one  is  hiring?  By  Joanne  Gordon 

116  Point  of  View  |  The  Hoodwinkers 

By  Steve  H.  Hanke 

146  The  Ground  War  FedEx  expands 
its  trucking  fleet.  ByMarkTatge 

152  They  Want  Uncle  Sam  Some 
young  professionals  trade  their 
pens  for  swords.  By  Carleen  Hawn 

International 

92   World  Bank's  Bad  Boy  A  World 

Bank  critic  may  need  a  new  job. 
By  Dyan  Machan 


"We  went  out  ancj^eased 
or  borrowed  evei|thing 
we  could." 
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107  Gangster-Free  Capitalism?  Oleg 
Deripaska  survived  Russia's 
bloody  privatization.  Now 
he  is  practicing  a  more 
civilized  form  of  business. 
By  Paul  Klebnikov 

154  (Re)Building  Blocks  Can  Lego 
bring  kids  back?  By  Richard  Heller 

Marketing 

200  Out  of  the  Tube  Can  Tom's  of 
Maine  survive  a  shift  from 
low-key  to  hard  sell?  By  Ian  Zack 

Entrepreneurs 

202  CyberSleuth  How  to  catch  a 

terrorist?  Follow  the  money  trail 
with  an  outfit  like  Searchspace 
Corp.  By  Tomas  Kellner 

204  Top  Shelf  Everyone  has  given  up 
on  America's  last  natural  gas 
basin.  Except  for  Spinnaker 
Exploration.  By  Lynn  }.  Cook 

Technology 

206  Shucking  Petroleum  How  to  turn 
corn  into  plastic,  and  why  you'd 
want  to.  By  Jonathan  Fahey 

210  Battle-Unready  Biotech  firms, 
rushing  to  create  new  defenses 
against  bioterrorism,  need 
a  little  government  help. 
By  Zina  Moukheiher 

212  Digital  Tools  |  Here  Come  the 
Tinycams!  By  Stephen  Manes 

Money  &  Investing 

216  Short  Story  Garrulous  Manuel 
Asensio  loves  trashing  stocks. 
His  enemies  say  he's  a  bully — 
but  that  doesn't  mean  he  isn't 
right.  By  Brett  Nelson 

2(8  Payout  Staying  Power  Investors 
may  get  jolted  by  REITs  whose 
cash  flows  go  almost  totally  to 
dividends.  By  Stephane  Fitch 


Smile!  Digital  cameras 
get  smaller,  cheaper. 


228  The  Contrarian  |  Cash  Is  Trash 

By  David  Dreman 

230  Yes,  But  |  Blind  Seers 

By  James  Grant 


"People  think  Wall  " 
Street  is  an  important 
part  of  our  capitalist 
system.  It's  not." 

216 


222  Merrill  Peril  Why  are  Merrill 

clients  filing  ever  more 
complaints  about  their  brokers? 
By  Michael  Freedman 

224  Stock  Focus  |  Steel-Plated 
Survivors  Big  steel  is  in  big 
trouble,  but  these  survivors  are 
worth  a  look.  By  Tricia  McGinnis 

224  Markets  &  Forecasts 

226  Streetwalker  Verizon;  Alpha  In- 
dustries; Omnicon;  Roadway. 


Health 

232  Machine  Gunner  After  12  years  o 
obscurity  a  small  drugmaker  is 
about  to  break  through,  thanks 
to  a  daring  research  technique. 
By  Robert  Langreth 


Forbes  Life 

234  Gunplay  I  Draw,  You  Varmint! 

Want  to  shoot  like  Gary  Cooper? 
Evil  Roy  Pearcey  turns  tenderfeet 
into  'slingers.  By  Jonathan  Fahey 

236  Roughing  It  I  The  World  According 
to  Yvon  A  rugged  life — and  a 
father  who  pulled  teeth  with 
pliers — taught  Yvon  Chouinard 
to  fish,  forge  metal  and  make 
money.  By  Monte  Burke 
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The  Business  Gift 


1.  It  must  honor  the  recipient. 
2.  It  is  an  object  of  integrity,  beautifully  crafted. 

3.  It  must  express  your  gratitude. 
4.  It  must  reflect  well  upon  you  and  your  firm. 
5.  It  is  packaged  neatly,  securely,  elegantly. 

6.  It  arrives  on  time.  Every  time. 
7.  It  is  received  with  genuine  excitement. 
8.  It  is  an  honest  design.  Original  and  timeless. 
9.  It  will  be  treasured.  For  years. 
10.  To  open  a  Tiffany  business  account  or  to 
receive  a  catalogue,  call  800  770  0080. 


Tiffany  &  Co. 

To  apply  for  a  business  account  or  receive  a  catalogue 
800  770  0080  |  TIFFANY.COM 


Now  appearing,  a  new  symbol 
for  global  energy. 


Energy  and  opportunity  have  a  new  symbol.  Created  by  fusing  the  best  talent  and  the  latest  technolog 
into  one  world-class  company.  Now,  in  175  countries,  our  range  of  operations,  belief  in  partnership,  ar 
commitment  to  performance  will  be  known  by  three  simple  letters.  They  stand  for  ChevronTexaco. 


ChevronTexaco 

Our  stock  symbol  is  CVX.  Visit  us  at  chevrontexaco.com. 
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Home  Page  of  the  World's  Business  Leader 
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Quotes&Research 

Current  prices,  stock  charts, 
financial  ratios,  executives,  the 
latest  news  for  investors  and 
more  on  thousands  of  U.S. 
stocks  and  American 
Depositary  Receipts. 

Investing  Newsletters 

The  Forbes/ Lehmann  Income 
Securities  Investor  joins  our 
online  stable  of  newsletters. 

People  Tracker 

Get  e-mail  alerts  on  the  doings 
of  executives  at  your  competi- 
tors, suppliers  and  prospects. 


-3  G.J 


Premium  Services 

investing 

Wall  of  Stocks.  A  new  addition 
to  Forbes.com  that  tracks  your 
stocks  in  real  time  and  has 
links  to  important  news  and 
research. 
Business 

Trade  Leads.  Trawl  our  data- 
base of  business-to-business 
providers. 
Lifestyle 

Real  Estate.  Search  our  listings 
of  luxury  homes  for  sale. 
Forbes 

Conferences.  Check  our  online 
calendar  of  upcoming  events. 
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China  in  the  21st  Century 

The  China  Trade  Club 

Betsy  Schiffman 

After  15  years  of  tortu- 
ous negotiations  China 
is,  at  last,  to  join  the 
World  Trade  Organiza- 
tion and  start  to  play 
the  trade  and  invest- 
ment game  by  interna- 
tional rules — at  least  in 
part.  The  U.S.  is  already 
eyeing  a  doubling  of 
the  $16  billion  in  goods 
and  services  it  sells  a 
year  to  China,  creating 
jobs  and  profits  now 
much  needed  at  home. 
Shanghai:  Bridging  two  worlds.     gut  it  will  take  12  years 

to  dismantie  China's  trade  barriers,  and  that  alone 
won't  make  doing  business  there  a  mooncake-walk. 
Forbes.com's  special  report  examines  the  opportuni- 
ties and  obstacles  of  the  new  China  trade. 

Where  Has  Maserati  Been? 

Michael  Frank 

Teaming  up  v«th  Ferrari,  that's  where.  After  a  decade- 
long  absence,  Maserati,  now  owned  by  its  former 
archrival,  is  returning  to  the  U.S.  in  2002  with  the  Spy- 
der,  a  sprightly  two-seater.  The  $90,000  ragtop  feels  like 
it's  wired  to  the  driver's  hand.  "That's  the  Italian  way," 
says  Ferrari's  Luca  di  Montezemolo.  Read  about  our  test 
drive  of  the  Spyder  and  dozens  of  other  luxury  cars. 


Bella  machina:  The  new  2002  Maserati  Spyder. 
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n  Forbes! 


For  links  to  all  articles  cited  on  this  page, 
visit  us  at  www.forbes.com/contents. 


500  Private  Companies 

Explore  our  exclusive  annual 
ranking  of  the  500  largest  U.S 
private  companies.  A  down- 
loadable spreadsheet,  with 
contact  information,  is 
available  for  purchase. 

Seeing  Red  Over  Green 

Bunglers  on  Board:  Our  col- 
lection of  background  articles 
on  the  boardroom  coup  that 
put  a  genuine  Ford — and  a 
bona  fide  environmentalist — 
in  Ford's  driver's  seat. 

Search  Our  Archive 

Articles  from  the  past  five 
years  of  FORBES  magazine. 

Forbes  Global 

The  Entertainer 

Gustavo  Cisneros,  the  56- 
year-old  chief  of  the  $3.5 
billion  (revenues)  Cisneros 
Group,  has  put  together  70- 
plus  companies  in  39  coun- 
tries to  make  his  Caracas, 
Venezuela-based  firm  one 
of  the  dominant  players  in 
Spanish-language  media. 
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Vigilantes  Wanted  corporations  are  taking  it  upG 
themselves  to  catcli  bad  guys — even  their  own  cui 
tomers — and  turn  them  in.  Civil  libertarians  will  have  mil 
givings.  I  think  it's  good  for  public  safety.  It  might  even  t 
good  for  business. 

On  page  146  Mark 
Tatge  recounts  how  FedEx 
Corp.  helped  nail  smug- 
glers who  were  shipping 
marijuana  by  FedEx.  On 
page  202  Tomas  Kellner 
tells  how  the  Bank  of  New 
York  is  using  software 
from  Searchspace  to  hunt 
for  money  launderers. 

Will  playing  cop  chase 
away  customers?  It  will 
chase  away  the  bad  ones. 
But  there's  no  reason  it  has  to  hurt  a  company's  relationshi 
with  honest  people.  FedEx  can  say  something  like  this:  V 
promise  you  complete  fidelity  and  reliability,  except  that 
you  drop  something  nasty  into  one  of  these  boxes  we  w 
show  you  no  mercy. 

Betraying  customers  is  a  trickier  matter  for  banks,  whic 
thrive  on  confidentiality.  But  look  at  how  Swiss  banks  ha^ 
transformed  their  image  overnight.  It  used  to  be  that  a  nun 
bered  account  would  not  yield  its  secrets,  no  matter  ho 
loud  the  police  banged  on  the  door.  This  is  not  true  anymor 
For  the  law-obedient,  bank  privacy  is  more  fiercely  guarde 
in  Switzerland  than  here.  For  drug  smugglers  and  kleptc 
crats,  though,  it's  nonexistent.  A  Swiss  banker  can  lose  his  jc 
for  not  refusing  a  shady  customer.  (See  "The  Myth  of  Swi 
Bank  Secrecy,"  by  Richard  C.  Morais  in  the  Nov.  12  FORBES 

In  an  imaginative  application  of  vigilante  justice,  Acrr 
Rent-a-  Car  of  New  Haven,  Conn,  levies  its  own  fines  o 
speeders  (whom  it  catches  with  the  Global  Positioning  Sy: 
tem).  Other  car  rental  agencies  sniff  that  this  is  no  way  I 
treat  a  customer.  I  think  it's  a  great  business  model:  If  yo 
are  a  safe  driver,  we  can  offer  terrific  rates,  because  our  \h 
bility  costs  will  be  lower.  If  you  have  a  lead  foot,  plea; 
patronize  Budget. 

There  is  no  end  to  what  private  enterprise  can  do  wit) 
imaginative  technology.  The  day  may  be  drawing  near  whe 
Internet  service  providers,  gun  retailers,  credit  card  issuei 
and  ticket  agents  use  searching  software  to  catch  bums — e; 
pecially  terrorists.  If  your  firm  isn't  helping  out,  start  nov 
It's  bad  for  business  when  one  of  your  products  is  used  t 
commit  a  crime. 
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IF  YOU  COULD  PRINT  WHILE  YOU  SCAN, 

COPY  WHILE  YOU  E-MAIL/ 

SCAN  WHILE  YOU  FAX, 

AND  DO  IT  ALL  WHILE  PRINTING 

UP  TO  3X  FASTER..:  . 


,  the  Xerox  Document  Centre  family  of  network  multi-function  systems  saves  you  the  most  time  and  money  by  delivering 

■ iininalched  productivity.  Our  uniquely  intuitive  screens  make  it  easier  for  anyone  to  print,  scan,  copy,  fax  -  and  now, 
oven  e-mail  documents  from  our  Document  Centre  consoles.  Document  Centres  are  fast  because  ttiey're  intelligent.  So 
;lliyeiil,  in  lad,  depending  on  the  Document  Centre  system. ybu  ctioose,  it  allows  you  to  use  different  functions  simultaneously  while 
iliiig  up  to  3X  faster  than  leading  competitors  in  its  class,*  The  result  is  cost-crunching  productivity  that'll  have  everyone  smiling. 


SMILE.  NOW  YOU  CAN  LEARN  HOW  TO  LOWER  COSTS  AND  TAKE  YOUR  OFFICE  PRODUCTIVITY  TO  THE  NEXT  LEVEL  WITH  OUR  FREE 
PLANNING  GUIDE  FOR  SENIOR  EXECUTIVES."  TO  GET  YOURS,  CALL  1  800  ASK  XEROX,  EXT.  369  OR  VISIT  WWW.XEROX.COM/SMILE 


THE  DOCUMENT  COMPANY 
XEROX 


1  upon  independent  testing  versus  leading  competitive  products  conducted  by  BERTL  (Digital  Test  Lab).  Reports  dated  February,  2001,  XEROX,"  Ttie  Document  Company"  and  Document  Centre"  are  trademarl<s  ol  XEROX  CORrOPATION. 
models  may  contain  some  recycled  components  ttiat  are  reconditioned 


\Ne  are  developing  new  vaccines  to  prevent  the  flu. 

So  that,  in  spite  of  the  threat  of  flu,  f 


Everyone  wants  to  share  special  moments  free  from  worry.  However,  flu  is  a  highly  contagious 
disease.  Each  year,  over  120  million  people  around  the  world  are  struck  by  influenza.  This  viral  infection  can 
cause  serious  complications  in  children  and  healthy  adults  and  even  be  life  threatening  for  the  elderly,  and  those 
with  chronic  illnesses.  At  Aventis,  a  world  leader  in  vaccines,  we  are  helping  to  prevent  flu-related  infections. 
Our  efforts  include  the  development  of  innovative  vaccines  to  cope  with  new  strains  of  the  flu  virus  each  year. 
So  families  can  enjoy  special  moments  together  with  peace  of  mind. 

Aventis,  Strasbourg  (France),  is  listed  on  the  stock  exchanges  in  Paris,  Frankfurt  and  New  York,  www.aventis.com 
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Movie  Marketing 


"Who  Really  Needs 
Madison  Avenue?" 
(Oct.  29,  p.  131)  cre- 
ates the  perception 
that  marketers  are  by- 
passing ad  agencies 
and  going  to  Holly- 
wood. BMW's  film  series  The  Hire  was  born  out  of  a  collaboration  be- 
tween BMW's  marketing  staff  and  its  ad  agency,  Fallon  Minneapolis. 
Anonymous  Content  was  engaged  to  help  produce  the  films.  Fallon  con- 
tinued to  play  a  role  in  production,  including  writing  three  of  the  screen- 
plays. The  article  was  correct  in  saying  that  not  all  agencies  have  the  vi- 
sion required  to  make  something  like  The  Hire  work.  But  the  great  ones 
will  flourish  in  this  new  world. 

BRUCE  BILDSTEN 
Associate  Creative  Director,  Fallon  Minneapolis 

Minneapolis,  Minn. 
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Swimming  Lesson 

"Buried  at  Sea"  (Nov.  12,  p.  93)  draws 
an  erroneous  comparison  between 
Tycom  and  Global  Crossing.  First,  in 
purporting  to  compare  the  market  caps 
of  the  two  companies,  you  omit  the  fact 
that  Global  Crossing's  $6  biUion  debt 
is  ten  times  that  of  Tycom.  Second, 
Tycom  is  profitable,  while  Global 
Crossing  is  operating  at  a  loss.  Third, 
as  we  have  publicly  stated,  Tyco  is  com- 
mitted to  Tycom  even  though  the  tele- 
com market  and  current  environment 
for  broadband  telecom  stocks  have 
changed  since  Tycom's  initial  public  of- 
fering. It  is  important  to  note  that  by 
becoming  part  of  Tyco  International's 
organizational  structure  Tycom  will 
achieve  a  reduction  in  general  and  ad- 
ministrative costs  as  well  as  greater  flex- 
ibility in  allocating  resources. 

MARYANNE  KANE 
Chief  Communications  Officer, 
Tyco  International  Ltd. 

Exeter,  N.H. 

Defending  tlie  Lawyers 

FORBES  shows  where  it  stands  by 
chastising  trial  lawyers  ("Waiting  in 
the  Wings,"  Oct.  29,  p.  62)  for  poten- 
tially earning  fees  from  cases  that 


might  be  brought  by  attack  victims. 
Never  mind  that  the  only  suit  filed  has 
been  against  Osama  bin  Laden.  Or 
that  trial  lawyers  urged  a  moratorium 
on  suits  the  day  after  the  attacks.  Or 
that  the  Association  of  Trial  Lawyers 
of  America  pushed  the  government  to 
establish  the  Victim  Compensation 
Fund.  Never  mind  that  trial  lawyers, 
through  the  nonprofit  Trial  Lawyers 
Care,  pledge  to  provide  fi"ee  legal  ser- 
vices to  claimants.  In  these  times  of 
challenge,  trial  lawyers  have  shown 
their  character  by  giving  their  time, 
money  and  advocacy  to  help  victims. 

LARRY  S.  STEWART 
President,  Trial  Lawyers  Care 
New  York,  N.Y. 

Blame  Game 

"Fantasy  Earnings"  (Oct.  1,  p.  134)  ac- 
cuses the  Association  for  Investment 
Management  &  Research  of 
"shrug[ging]  off  fairy-tale  account- 
ing." AIMR  sets  ethical  standards  for 
investment  professionals  for  improved 
corporate  reporting,  but  we  are  neither 
an  accounting  standard-setter  nor  a 
regulator  of  corporate  financial  re- 
porting. Blaming  us  for  lax  oversight 
of  accounting  by  public  companies  is. 
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We  didn't  become  a  global  energy  leader  by  wearing  blinders. 
We  see  the  forest.  But  we  also  see  the  trees. 

The  details.  The  subtleties  of  new  energy  markets. 
The  opportunities  overlooked  by  others. 

It  is  this  intimacy  with  detail,  and  the  ability  to  step  back  and  see  beyond, 
which  give  us  perspective.  And  power. 
At  Duke  Energy,  we're  generating  a  new  source  of  energy. 
It's  called  vision.  Innovation.  Foresight.  It's  the  power  of  what  can  be. 

But,  more  importantly,  it's  the  ability  to  deliver  what  will  be. 


^Energy, 

we  generate  what's  next" 


lat  can  Duke  Energy  generate  for  you?  Visit  us  at  www.duke-energy.com  or  l-SOO-use-duke. 
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IT'S  A  PLACE 
CAL.LEO  ABOVE  AND  BEYOND. 

At  Bombardier  Flexjet;  it's  a  distance  we  have  gladly  traveled  to  become  the 

WORLD  leader  IN  BUSINESS  AVIATION  AND  THE  FRACTIONAL  JET  OWNERSHIP  PROGRAM 
OF  CHOICE.  For  more  information  ON  THE  MANY  ADVANTAGES  OF  BOMBARDIER 
FLEX)ET  FRACTIONAL  |ET  OWNERSHIP  \'ISIT  WWW.FLE\|ETCOM  OR  (  ALL  !-«00-FLEX|ET. 


BOMBARDIER  FLEXJi 


BUY  STABILITY  BUY  GOLD. 

Recent  independent  studies  have  revealed  that  traditional  diversification  often 
fails  v^hen  it's  needed  most  -  during  periods  of  market  stress.  But  even  a  modest 
holding  in  gold  can  improve  portfolio  performance  during  stress  as  well  as  non- 
stress  periods.  So  buy  gold,  and  gain  stability  for  consistent  performance. 

FOR  THE  LATEST  IN  INDEPENDENT  RESEARCH,  CONTACT 

THE  WORLD  GOLD  COUNCIL,  A  NOT-FOR-PROFIT  ORGANIZATION. 

tel:  877-243-2001 
web:  www.gold.org 


WORLD  GOLD  COUNCIL 


equivalent  to  accusing  the  Society  of 
Professional  Journalists  of  lax  oversight 
of  reporters  when  corporate  p.r.  depart- 
ments issue  misleading  press  releases. 

THOMAS  A.  BOWMAN 
President,  Association  for  Investment 
Management  and  Research 
Charlottesville,  Va. 

Donated  Drugs 

Your  article  "Doing  Badly  by  Doing 
Good"  {Oct.  29,  p.  92)  gives  the  incor- 
rect impression  that  access  to  the  Pfizer 
antifungal  medicine,  Diflucan,  is  lim- 
ited to  a  select  population.  Any  South 
African  who  seeks  treatment  at  a  state 
health  care  facility  will  receive  thi^ 
medicine  free  of  charge.  There  are  nc 
exceptions  and  no  restrictions.  Since 
more  than  80%  of  South  Africans  seek 
treatment  at  such  facilities,  our  pro- 
gram is  designed  to  reach  the  broadest 
number  of  patients  possible. 

KONJI  SEBATI,  M.D 
Medical  Director., 
International  Philanthropy 
Pfizei 
New  York,  N.Y. 

Auto  Pilot 

I  disagree  with  "Disable  the  Pilots' 
(Oct.  15,  p.  94).  Trusting  an  unpilotec 
drone  to  computers  is  one  thing,  bu 
not  a  planeload  of  passengers.  There  an 
too  many  unexpected  events  that  com- 
puters and  their  programmers  canno 
foresee.  And  computers  just  don't  have 
the  self-preservation  instincts. 

CARTER  W.  TAYLOF 
Greer,  S.C 

Overstated  Pessimism  ' 

"The  Prize"  (Nov.  12,  p.  64)  reportec 
that  75%  of  U.S.  oil  is  imported;  the 
correct  figure  is  56%.  In  "Buried  a 
Sea"  (Nov.  12,  p.  93)  we  should  have 
written  that  it  is  only  Flag  Telecom'; 
venture  with  Tycom  that  is  defunc 
and  not  the  company  itself,  which  i: 
still  operating. 

Forbes ' 

j  Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


THIS  IS   FOR  ALL  THOSE   PEOPLE  WHO  ASK  US  WHAT  WE  MAKE. 


AT  BASF,  THE  KEY  TO  OUR  SUCCESS  iS  BALANCE.  WITH  A  PRESENCE  IN  OVER  170  COUNTRIES,  WE 
TRULY  ARE  GLOBAL.  AND  AS  A  MAJOR  PLAYER  IN  CHEMICALS,  AGRICULTURAL  PRODUCTS,  NUTRITION, 
AND  THE  OIL  AND  GAS  INDUSTRY,  WE'RE  NOT  ONLY  POSITIONED  FOR  LONG-TERM  GROWTH,  BUT  FOR 
PROFITABLE  GROWTH  AS  WELL.  ALL  OF  WHICH  MAKE  BASF  AN  INVESTMENT  OF  GLOBAL  PROPORTIONS. 
ipOR  MORE  INFORMATION,  VISIT  BASF.COM/USA.  HELPING  MAKE  PRODUCTS  BETTER. 

BASF 
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EDITED  BY  WILLIAM  P.  BARRETT 


Like  father,  like  son  (a  bit)':' 
Michael  Steinhardt. 


No  Kidding 

No  Bull  the  just-published  autobiography  by  Michael  Stein- 
hardt, philanthropist,  retired  New  York  money  manager  and 
ex-FORBES  400  member,  is  quite  the  confessional.  Father  Sol 
Frank  (Red)  Steinhardt  was  a  high-stakes  gambler,  jewel 
fence  and  convicted  felon  whose  pals  included  mobster 
Meyer  Lansky  (as  it  happens,  also  ex-FORBES  400)  and  Joey 
Anastasia.  Wharton  School  tuition  payments  for  Mike — and, 
later,  envelopes  from  Red  containing  $10,000  in  $100  bills  to 
invest — likely  came  from  crime. 

Describing  a  difficult,  ambivalent  relationship,  Steinhardt 
writes  he  was  lucky  when  joining  Wall  Street  in  1960  that  no 
one  knew  his  father  was  then  serving  time  at  Sing  Sing.  Over 
the  years  ^/s  firmly  kept  an  angry  pere  from  investing  in  his 
famous  hedge  funds. 

In  an  interview,  Steinhardt,  60,  adds  that  in  the  early  1990s 


he  feared  he  would  be  ruined  over  a  federal 
investigation  that  he  allegedly  tried  to  corner 
the  market  for  short-term  Treasury  notes.  But 
he  eventually  escaped  with  a  mere  $70  million 
civil  penalty  and  no  admission  of  guilt. 

Steinhardt  writes  that  at  heart  he's  a  com- 
pulsive gambler  like  his  old  man,  who  died  of 
natural  causes  in  1998.  Another  similarity: 
Steinhardt  likes  to  carry  around  a  wad  of 
$  1 00  bills.  — Robert  Lenzner 

Your  Tax  Money  at  Work 

Despite  100,000  employees,  the  Internal  Rev- 
enue Service  is  in  a  fog  about  how  much  abu- 
sive tax  shelters  cost  the  Treasury.  Replying  to 
a  critical  report  by  government  auditors,  IRS 
official  Larry  R.  Langdon  wrote  that  San 
Diego's  HNC  Software  Inc.,  which  detects 
fraud  by  using  neural  network  technology, 
has  been  hired  by  the  agency  to  "help  us  identify  corpora- 
tions using  abusive  tax  shelters  and  estimate  the  size  of  the 
compliance  problem."  Saying  that  Langdon's  response  waj 
actually  released  by  mistake,  an  IRS  flack  refuses  to  disclose 
the  contract's  total  price.  — Janet  Novack 

So  Why  Aren't  All  Astronomers  Rich? 

In  a  new  academic  study  entitled  "Lunar  Cycle  Effects  ir 
Stock  Returns,"  Ilia  Dichev  and  Troy  Janes  of  the  University 
of  Michigan  Business  School  contend  the  moon  can  predic 
the  stock  market.  Dividing  each  lunar  period  into  its  two  ex 
tremes,  they  write,  "New  moon  returns  are  nearly  double  th« 
full  moon  returns  for  all  four  major  U.S.  stock  indexes  ove: 
the  last  100  years."  This  anomaly,  they  add,  is  also  found  ove: 
three  decades  on  nearly  all  foreign  exchanges.  Their  deadpar 
explanation:  "People  are  more  optimistic  during  new  moor 
periods  than  in  full  moon  periods."  — Ira  Carnahar 


Buy-and-Hold  Isn't  the  Top  Strategy  Here 


Newspaper  front  pages  reporting  earth-shattering  events  often  have  value  as  collectibles. 
Counterintuitively,  the  best  investment  returns  seem  to  come  in  the  shorter  run.  —Kemp  Powers 


EVENT 

NEWSPAPER 

DATE 

RECENT  SALE 

REAL  RETURN' 

Lincoln  assassination 

New  York  Times 

Apr.  15,  1865 

$1,200 

6% 

Titantic  sinking 

New  York  Times 

Apr.  15,  1912 

2,000 

11 

Hindenberg  crash 

New  \brk  Times 

Mays,  1937 

400 

13 

Pearl  Harbor  attack 

Honolulu  Star-Bulletin 

Dec.  7, 1941 

2,000 

15 

Kennedy  assassination 

Dallas  Morning  News 

Nov.  23, 1963 

125 

18 

Nixon  resignation 

New  York  Times 

Aug.  9,  1974 

45 

19 

Clinton  impeachment 

Washington  Post 

Dec.  20, 1998 

39 

193 

Sept.  II  attacks 

New  York  Times 

Sept.  12, 2001 

15 

11,397 

I  'Compounded  annual  total  return  less  compounded  annual  inflation,  calculated  from  original  date  and  price. 
I  Sources:  Timothy  Hughes,  www.mrc-  wspapers.com;  Paul  Sarna;  Federal  Reserve  Bank  of  Minneapolis. 
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Futile  Qwest 


THINGS  KEEP  GETTING  WORSE  FOR  QWEST  COMMUNICA- 
tions.  A  drop-off  in  demand  for  voice  and  data  services  has 
crushed  the  company's  revenue  grow^th  rate  of  75%  before  it 
took  over  U  S  West  last  year,  to  a  recently  announced  8%. 
That's  a  dive  from  the  1 5%  Chief  Executive  Joseph  P.  Nac- 
chio  predicted  in  late  August.  Qwest  has  wooed  just  1  mil- 
lion of  the  1.5  million  wireless  users  that  Nacchio  sought, 
and  a  $3  billion  writedown  in  July  of  its  Dutch  network, 
KPNQwest,  crimped  dreams  of  global  expansion. 

Nacchio  cut  earnings  and  revenue  forecasts  for  the  first 
time  in  September.  But  Wall  Street  remains  uneasy.  Three 
Morgan  Stanley  analysts  accuse  Nacchio  of  using  accounting 
tricks  to  juice  results,  such  as  bloating  income  growth  from 
changing  pension  assumptions  and  selling  off  network  ca- 
pacity for  one-time  quarterly  revenue  gains.  Nacchio  has  de- 
nied the  claims.  Third-quarter  results  met  expectations,  but 
Qwest  shares  still  hover  near  an  alltime  low  of  $15,  off  a  high 
of  $52  just  12  months  ago.  — Carleen  Hawn 

OCTOBER  2.  2000 

Unmaking  the  Grade 

BOND  ANALYSTS  CAROL  LEVENSON  AND  KATHLEEN  SHAN- 
ley  were  right  on  target  in  warning  about  six  companies 
last  October.  Credit  ratings  of  Deutsche  Telecom,  J.C.  Pen- 
ney, Navistar  International  and  United  Airlines  have  all 
been  downgraded  by  Moody's  Investor  Service  or  Stan- 
dard &  Poor's.  Providian  Financial  has  also  been  down- 
graded and  its  stock  price  has  plunged  97%  this  year  after 
warning  that  delinquencies  and  bad  loans  were  on  the  rise. 
Hardest  hit  was  Comdisco,  which  filed  for  Chapter  1 1 
bankruptcy  protection  in  July.  — Daniel  Kruger 

NOV.  17,  1997 


Destiny's  Child 


AFTER  FOUR  YEARS  OF  DECLINING  EARNINGS  AND  DWIN- 
dling  market  share,  heads  are  rolling  again  at  British  music 
giant  EMI.  The  latest  victims:  Ken  and  Nancy  Berry,  the 
now-estranged  couple  who  took  over  EMi's  top  music  posts 
in  1997.  As  vice  chairman  in  the  U.S.  of  its  Virgin  Records 
label,  Mrs.  Berry  became  better  known  for  bathing  topless 
at  a  company  outing  and  dallying  with  rock  stars  than  for 
her  business  acumen.  Her  $80  million  recruiting  of  pop 
diva  Mariah  Carey  has  so  far  been  a  disaster.  In  October, 
with  EMI  shares  off  66%  from  their  two-year  high.  Chair- 
man Eric  Nicoli  replaced  Ken  Berry  with  former  PolyGram 
chief  Alain  Levy,  who  wasted  litrie  time  dismissing  Nancy. 

— Peter  Newcomb 
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FLASHBACKS 


00  YEARS  AGO  IN  FORBES/NOVEMBER  26,  1921  { 

Later  Than  You  Think  We  know  that  shrouds  have  no 

pockets— that  some  day  we  must  give  up  every  cent  we  have  and  that  tomorrow 
may  be  the  day.  Why  is  it  that  with  this  knowledge  we  continually  seek  to  accui 
mulate  more  of  material  things?  It  is  by  distributing  more,  instead  of  accumu- 
lating more,  first  of  ourselves  and  secondly  of  property,  that  we  make  invest 
ments  that  live  forever. 

30  YEARS  AGO  IN  FORBES 
NOVEMBER  15,  1971 

Rumsfeld  as  Zelig 

A  couple  of  weeks  ago  my  wife  and  I 
had  the  impressive  pleasure  of  attend- 
ing a  White  House  State  dinner.  The 
thing  that  intrigued  me  most  was  who 
sat  where  in  relation  to  the  salt.  Dr. 
Kissinger  was  much  nearer  the  bottom  of  the  table  at  which  I  sat  than  Doi 
Rumsfeld.  Mr.  Rumsfeld  was  right  up  there  near  Martha  Mitchell  and  Presiden 
Tito.  If  you're  wondering  who  Mr.  Rumsfeld  is  that  he  seemed  to  out-sit  Dl 
Kissinger,  so  was  I.  He  will  run  the  new  Cost  of  Living  Council.  Someone  thinki 
the  state  of  the  economy  next  November  might  have  more  to  do  with  electioi 
results  than  China.  And  you  know,  they're  apt  to  be  right  —Malcolm  S.  Forbes 

25  YEARS  AGO  IN  FORBES/NOVEMBER  15.  1976 

Hire  Gun,  Will  Travel  With  world  terrorism  a  growini 

threat  to  doing  business  overseas,  protecting  U.S.  corporate  executives  ani 
their  families  who  are  living  and  traveling  abroad  is  also  growing  into  a  busi 
ness.  The  Big  Three  of  the  domestic  security  industry,  Pinkerton's,  Burns  am 
Wackenhut,  are  offering  security  services  tailored  to  the  individual  needs  of  m 
porate  clients.  Foreign-based  executives  are  usually  encouraged  to  vary  fhei 
daily  schedules.  Corporations  are  also  urged  to  prepare  contingency  plans,  co« 
ering  what  they  will— and  will  not— do  in  case  of  an  actual  abduction. 


Fannie  Mae  helps  save  home  buyers 

as  much  as  $30,000 
over  the  life  of  their  loans. 


(That  allows  the  Lee  family  to  move  into 
their  first  home,  and  start  SQVing  tTIOney 

for  their  firstborn.) 


^  FannieMae 


Families  have  a  lot  of  plans  and  dreams  for  their  money.  And  buying  a  home 
is  a  big  one  on  the  list. 

So  at  Fannie  Mae,  we're  dedicating  our  energy  toward  lowering 
mortgage  costs  so  that  more  families  can  afford  homeownership 
and  still  have  some  money  left  for  other  important  things  in  life. 


wwv>/.  fanniemae.com 


And  we're  succeeding.  For  example,  we  help  lenders  offer 
mortgages  to  home  buyers  that  save  them  as  much  as  $30,000 
over  the  life  of  a  30-year  fixed-rate  conventional  loan. 

And  our  investment  in  technology  for  the  mortgage  industry,  such 
as  Desktop  Underwriter,®  is  helping  lenders  reduce  origination  costs 
by  as  much  as  $1,400  per  loan. 

Savings  like  that  add  up.  And  that's  important  to  us  because  there  are  a  lot  of 
families  out  there  with  big  plans  and  big  dreams.  And  fortunately,  now  they  are  affordable  dreams. 


THE  WORLD  HAS  CHANGED. 


li 


The  clear  line  between  business  strategy  and  technology 
strategy  is  gone.  So  is  the  notion  that  technology 
implementation  follows  leisurely  behind  business  strategy. 

The  best  businesses  in  the  world  today  treat  technology 
advantage  as  an  ongoing  business  strategy.  They  expect  to 
execute,  upgrade  and  innovate  constantly. 

And  they  find  great  people. 


YOU  NEED  GREAT  PEOPLE. 

People  who  can  move  easily  between  concepts  of 
technology  and  concepts  of  business. 

People  like  Sacha  Clark. 

And  thousands  of  other  strategic  consultants  at  IBM  who 
provide  concrete  business  models,  focused  strategies 
and  real-life  solutions  for  companies  in  dozens  of  industries. 

Including  yours. 


IBM  Business  Consultants.  Ask  for  strategy  at  (800)  IBM-7080. 


PEOPLE  WHO  GET  IT.  PEOPLE  WHO  GET  IT  DONE. 

ibm.com/services/strategy 
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PATEK  PHILIPf 

GENEVE 

I'lC^i II  yoli r  own  1 1  ailit  i 


You  never 

actually  own  a  Patek  Philippe. 
Yo  u  merely 

take  care  of  it   for  the  next  generation. 


\\  \  ■                FftTEK  p\l 

IPPE  *SJ 

1^ 

Annual  Calendar 
by  Patek  Philippe 


For  information:  Patek  Phiiipoe.  Dept.  904,  One  Rockefeller  Plaza,  New  York,  New  York  10020.  Tel:  (212)  218  1240.  www.patek.com 


ACT  AND  COMMENT 

5y  Steve  Forbes,  editor-in-Chief 

'With  all  thy  getting  get  understanding" 


SPIDER  WEBS  IN  THE  SKY 


)NE  EFFECTIVE  WAY  TO  PROTECT  THE  PENTAGON,  AND 
)ossibly  the  White  House,  from  attack  by  a  hijacked  commer- 
ial  airliner  would  be  to  deploy  large  nets  of  steel  cables  sus- 
>ended,  curtainlike,  in  the  air  from  bal- 
oons.  The  British  used  such  balloon 
>arrages  as  antiaircraft  barriers  during 
VWI  and  WWII.  Today  the  cables  could 
»e  made  of  more  high-tech  materials, 
lut  they'd  still  be  suspended  by  balloons. 

This  quick,  cheap  shield  wouldn't 
/in  any  prizes  for  esthetics,  but  it 
/ould  certainly  do  the  job.  As  reader 
Iruce  Porter  (who  worked  with  me 
ears  ago  on  the  board  overseeing 
Ladio  Free  Europe/Radio  Liberty)  put 
"This  solution  wouldn't  necessarily 
revent  an  attack  by  a  maneuverable 


1 

Balloon-held  steel  nets,  like  this,  circa  (915,  can  foil 
future  kamakaze-like  attacks  on  critical  buildings. 


aircraft  such  as  a  fighter  plane  or  a  helicopter,  but  it  would 
easily  prevent  a  jetliner  from  colliding  with  the  Pentagon, 
since  the  jet's  own  kinetic  energy  would  cause  it  to  break  up 
upon  collision  with  the  metal  netting." 

Such  netting  could  also  be  used  to 
protect  other  critical  structures  such  as 
nuclear  plants  and  dams.  The  barriers 
might  also  help  revive  Reagan  National 
Airport,  since  the  netting  could  be  placed 
around  various  Washington  buildings  in 
such  ways  as  to  specifically  intercept  a 
hijacked  airplane  approaching  or  depart- 
ing that  facility.  Since  its  reopening, 
Reagan  National,  so  close  to  the  heart  of 
the  nation's  capital,  has  been  withering 
because  of  the  understandably  severe 
restrictions  on  air  traffic  in  the  area. 


MAKING  THE  MIDEAST  SAFE  FOR  DEMOCRACY 


HE  MIDDLE  EAST  IS  ABOUT  TO  UNDERGO  DRAMATIC  TRANS- 
jrmations.  Whether  these  changes  will  be  benign  or  malev- 
lent  will  depend  in  no  small  part  on  U.S.  diplomacy. 

The  status  quo  cannot  endure.  Authoritarian  regimes  in 
gypt,  Algeria,  Saudi  Arabia  and  elsewhere  are  losing  legitimacy 
1  the  eyes  of  their  populations.  It  was  necessary  for  us  to  work 
ith  such  governments — and  we  often  did  so  successfiiUy — 
uring  the  Cold  War.  But  our  go-along,  don't-rock-the-boat 
jproach  is  becoming  untenable.  Because  we  are  often  closely 
ientified  with  such  governments,  their  unpopularity  rubs  off 
n  us.  In  fact,  these  regimes  encourage  popular  ire  against  the 
.8.  (and  Israel)  to  deflect  anger  from  themselves.  It  is  telling  that 
le  one  country  in  this  region  where  the 
.8.  is  most  ardently  admired  by  the  people 
Iran.  They  despise  their  country's  Islamic 
xAatorship.  When  Iran  occasionally  per- 
lits  free  elections  (under  its  current  consti- 
rotion,  winners  usually  find  themselves 
olitically  toothless),  the  American-hating 
lullahs  are  overwhelmingly  defeated. 

Abruptly  abandoning  the  U.S.'  less- 
lan -democratic  fair-weather  allies  could 
ay  into  the  hands  of  our  Bin  Ladenesque 
lemies.  We  should  take  a  cue  from  once- 
ctatorships-now-democratic  states,  such 
.  South  Korea,  Taiwan,  Chile  and  the 


Mustafa  Kemal  (Atatiirk),  father  of  mod 
ern  Turkey,  provides  a  model  for  today's 
troubled  Middle  East. 


Philippines.  Except  for  the  Philippines,  the  forces  of  freedom  first 
found  expression  in  increased  economic  liberalization.  Taiwan, 
South  Korea  and  Chile  introduced  dramatic  economic  free-mar- 
ket reforms.  Growth  created  middle  classes,  who  demanded 
more  of  the  fi-uit  from  their  labor  and  more  say  in  how  they  were 
governed.  We  must  pursue  similar  policies  in  the  Middle  East. 

We  would  be  wise  to  enlist  the  vigorous  cooperation  of 
Turkey,  an  Islamic  country  that  is  absolutely  secular.  After  World 
War  I  the  defeated  Ottoman  Empire's  most  successful  general, 
Mustafa  Kemal,  took  over  and  made  the  revolutionary  decision 
that  Turkey's  future  lay  in  tying  itself  firmly  to  the  West.  The  tra- 
ditional alphabet  was  junked.  The  old  legal  system  was  also 
tossed  out,  and  a  new  one  based  on  the 
Swiss  civil  code  was  imposed.  Tradition?  It 
was  illegal  for  Turks  to  wear  a  fez;  Western- 
style  hats  became  the  order  of  the  day. 

Unlike  its  Middle  East  neighbors, 
Turkey  is  a  long-functioning  democracy. 
The  Turkish  officer  corps  has  a  remarkably 
low  level  of  corruption.  It  intervenes 
politically  only  when  politicians  have 
made  a  destructive  hash  of  things.  And  af- 
terward, its  soldiers  quickly  return  to  their 
barracks.  Not  accidentally,  Turkey  and  Is- 
rael have  established  close  military  ties.  As 
we  press  Mideast  governments  to  change 
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their  ways,  we  should  hold  up  Turkey  as  a  positive  role  model. 

At  some  point  we  will  have  to  move  significant  ground 
forces  into  Afghanistan,  as  well  as,  perhaps,  into  Iraq  and 


other  areas.  We  should  seek  to  enlist  major  Turkish  help  mil 
itarily,  remembering  from  the  Korean  War  how  helpful  it  wa; 
having  these  formidable  fighters  at  our  side. 


GOVERNMENT  HOOLIGANISM  IS  BAD  FOR  OUR  HEALTH 


CANADA  MADE  HEADLINES  LAST  MONTH  WHEN  IT  LOUDLY 
overrode  Bayer's  patent  on  its  anthrax-fighting,  antibiotic 
drug,  Cipro.  The  Canadian  government  claimed  it  would  buy 
a  generic  form  from  another  company,  at  a  frac- 
tion of  Bayer's  price.  The  patent  assault  was 
justified  on  the  grounds  that  Bayer  couldn't 
produce  enough  Cipro  to  meet  emergency 
needs.  The  excuse  was  patently  preposterous; 
Bayer  has  the  capacity  to  meet  the  crisis.  What 
Canada  did  was  a  combination  of  political 
grandstanding  and  property- rights  mugging  for 
left-wing  ideological  purposes.  Even  more  in- 
excusable was  our  own  government's  Canada- 
like act  of  telling  Bayer  that  if  it  didn't  slash  its 
price  we  would  pulverize  its  patent. 

Yes,  Bayer  was  guilty  of  being  a  p.r.  dumm- 
kopf  by  appearing  to  be  unresponsive  to  fears 
that  it  couldn't  produce  sufficient  supplies  of 
Cipro,  as  well  as  appearing  to  be  ready  to  engage 


Young  Lincoln  understood 
the  importance  of  patents: 
"The  patent  system ... 
add[s]  the  fuel  of  interest 
to  the  fire  of  genius." 


in  price  gouging.  But  Bayer's  imbeciJic  image-bumbUng  doe; 
not  excuse  piratical  actions  by  the  authorities. 

The  concept  of  the  patent  was  enshrined  in  the  U.S 
Constitution  precisely  because  our  founder 
recognized  the  need  to  encourage  commercia 
inventiveness  and  innovation.  This  system  is  i 
critical  component  in  our  pharmaceutica 
industry's  ability  to  provide  a  cornucopia  oi 
disease-fighting  medicines.  For  every  drug  tha 
makes  it  to  the  market,  scores  of  others  don't.  I 
the  rewards  for  risk-taking  are  jeopardized,  w< 
will  pay  for  this  folly  with  our  health.  Already  < 
number  of  other  countries  are  making  th( 
point  that  they  shouldn't  have  to  respect  ou: 
patents,  because  we  don't. 

At  a  time  when  we  will  need  breakthrough, 
in  various  kinds  of  vaccines  to  combat  bio 
terrorism,  the  government  should  take  care  tc 
create  a  hospitable  environment  for  risky  research 


DON'T  LET  PICKPOCKET  POLS  NEAR  THE  NET 


THE  THREE-YEAR  MORATORIUM  ON  INTERNET  TAXES  Ex- 
pired in  October.  State  and  local  governments  are  already 
licking  their  chops  over  the  prospect  of  imposing  new  levies 
on  this  only-temporarily-beleaguered  marketplace. 

Revenue- ravenous  pols  are  dreaming  of  ways  to  impose 
various  forms  of  access  fees.  Even  more  enticing  to  them  is 
making  real  the  fantasy  of  enacting  sweeping  sales  taxes  on 
any  activity  that  occurs  on  the  Net.  Currently  Web  sales  are 
treated  the  same  way  as  are  purchases  made  via  telephone  or 
catalog:  If  the  seller  has  a  physical  presence  in  your  state,  you 


must  pay  the  sales  tax;  if  not,  you  don't.  Governors  and  may 
ors  hope  to  overturn  the  1992  Supreme  Court  decision  est 
tablishing  that  principle.  These  politicians  are  plotting  way! 
to  create  a  de  facto,  uniform  national  sales  tax.  A  bipartisaj 
bill  sponsored  by  Representatives  Chris  Cox  (R-Cahf ),  Bol 
Goodlatte  (R-Va.)  and  Tom  Davis  (R-Va.),  and  Senator 
Ron  Wyden  (D-Ore.),  John  McCain  (R-Ariz.)  and  Patricl 
Leahy  (D-Vt.)  would  halt  these  taxing  schemes  by  renewinj 
the  moratorium  for  two  more  years.  For  the  sake  of  our  pros 
perity,  this  bill  should  be  promptly  made  the  law  of  the  land! 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  Ermiiiia-250  East  83rd  St.  (Tel.:  879-4284).  Tiny,  candlelit, 
rustic  haven,  where  the  food  served  is  first-rate  country  Ital- 
ian. Try  the  fettucine  alia  boscaiola  (with  shiitake  mushrooms, 
shallots,  sage  and  chopped  tomatoes),  polio  rollatino  (rolled 
chicken  breasts  filled  with  eggplant,  prosciutto  and  shiitake 
mushrooms  in  a  white  wine  sauce),  and  salmon  served  with 
shallots  and  chopped  tomatoes  in  a  wine  sauce.  Mmm. 

Tuscan  $teak-622  Third  Ave.,  at  40th  St.  (Tel.:  404-1700). 
Beautiful  space  but  unbearably  noisy;  the  service  is  brusque 
and  the  food  is  mediocre.  The  antipasto  is  unappetizing,  the 
grilled  Florentine  T-bone  is  far  chewier  than  it  should  be, 
and  the  desserts  are  so  sweet  they  make  your  teeth  hurt. 
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•  La  Crcnouille-3  East  52nd  St.  (Tel.:  752-1495).  Grand-styl 
French  in  the  best  tradition.  The  fare  is  perfection:  the  terrine  ol 
foie  gras  with  white  peaches,  the  frogs'  legs  sauteed  with  garlio 
and  tomato  compote,  the  mousse  of  freshwater  pike  poachec 
in  a  white  wine  cream  sauce,  and  the  various  souffles.  Bravo! 

•  Vong-200  East  54th  St.  (Tel.:  486-9592).  Fusion  is  frmction- 
ing  better  than  ever.  For  starters,  the  lobster  roU  with  rosemar] 
ginger  dip  is  sublime,  and  the  chicken  coconut  soup  is  like  nec- 
tar. For  main  courses,  the  crispy  squab  on  an  egg  noodle  pan- 
cake, the  seared  salmon  with  wasabi  mashed  potatoes,  and  th« 
steamed  Maine  lobster  with  Thai  spices  are  all  superb.  Don' 
skip  the  Valrhona  chocolate  cake  with  coconut  sorbet.  f 


Buenos  Aires  •  Sydney  •  Vienna  •  Dieghem  •  Sao  Paulq  •  Rio  de  Janeiro  •  Montreal  -Toronto  -Santiago-  Beijing  •  Santa  Fe  de  Bogota  -  San  Jose/ Costa  Rica '-^S 


The  economy 
is  global. 
Your  communications 
should  be  as  well. 


Currency  may  look  and  feel  different  around  the 
world,  yet  it  all  means  the  same  thing  -  commerce. 
With  over  50  years  of  communications  experience, 
Teleglobe  helps  you  understand  today's  complex 
marketplace  and  how  to  get  the  most  out  of  it.  Our 
fiber  optic  and  satellite  network  reaches  240  countries 
and  territories,  while  connecting  more  of  the  world 
to  the  U.S.  Internet  than  anyone.  We're  also  the 
first  global  ISP  to  offer  seamless  IPVPNs  bridging  multiple  autonomous  systems. 
Through  our  key  business  provisions  of  data/IR  hosting/content  distribution  and 
voice  services  we  give  you  total  e-world  communications. 

Join  global  enterprises,  over  500  carriers  and  leading  ISPs,  ICPs  and  ASPs  in 
more  than  100  countries.  For  connectivity,  communications,  hosting,  professional 
services,  managed  services  and  content  delivery,  come  to  Teleglobe.  We've  got 
what  you  need  to  compete  in  today's  global  economy.  Call  or  contact  us  today. 
In  the  U.S.  -  866-TGO-SALES  (866-846-7253). 
Outside  the  U.S.  -  800-TELEGLOBE  (800-835-34562). 
Or,  visit  our  web  site  at  www.teleglobe.com. 


TELEG^Bt 


adrid  •  Barcelona  •  Cape  Town  •  Singapore  •  Moscpw  •  Buctiarest  •  Guaynabo  •  Warsaw  •  Pasig  City  •  Panama  City  •  Sandvika  - Amsterdam  •  Mexico  City 
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Now  employees  working"  a  world  apart  can  connect  toge  jifi,, 
easily  for  greater  productivity.  With  the  results  going  straig 
your  bottom  line.  Cisco  networking  solutions  will  enable 
workforce  to  use  videoconferencing  for  better  collabori 
anywhere,  anytime  with  anyone.  How?  With  the  right  netl 
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structure  in  place,  your  people  can  hold  virtual  meetings,  share  information  between 
ions  in  real  time,  view  company  broadcasts  and  participate  in  online  seminars  or 
ing.  You  become  a  smarter,  more  effective,  more  productive  company.  And  who  can 

id  not  to  be  these  days?  To  see  just  how  businesses  like  yours  are  creating  a  virtual 
olace  where  teams  conduct  meetings  and  share  information  online,  visit  cisco.com/go/share 
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OTHER  COMMENTS 


The  day  has  come  when  America  is  privileged  to  spend  her  blood  and  her  might  for  the 
principles  that  gave  her  birth  and  happiness  and  the  peace  which  she  has  treasured, 

— WOODROW  WILSON,  address  to  Congress,  asking  for  a  declaration  of  war,  April  2,  1917 


Defending  Freedom  However  heady  the  appeal  of  a 
call  to  arms,  however  just  the  cause,  we  should  still  shed  a  tear 
for  all  that  will  be  lost  when  war  claims  its  wages  from  us.  Shed 
a  tear,  and  then  get  on  with  the  business  of  killing  our  enemies 
as  quickly  as  we  can,  and  as  ruthlessly  as  we  must.  To  destroy 
Bin  Laden  and  his  associates  we  first  need  to  destroy  the  regime 
that  protects  them.  We  cannot  allow  the  Taliban  safe  refuge 
among  the  civilian  population.  We  must  destroy  them,  wher- 
ever they  hide.  That  will  mcrease  the  danger  facing  noncom- 
batants.  But  it  will  also  shorten  the  days  they  must  suffer  war's 
cruel  reality.  We  did  not  cause  this  war.  Our  enemies  did,  and 
they  are  to  blame  for  the  deprivations  and  difficulties  it  occa- 
sions. They  are  to  blame  for  the  loss  of  innocent  Life.  They  are 
to  blame  for  the  geopolitical  problems  confronting  our  friends 
and  us.  Veterans  of  war  live  forever  with  the  memory  of  war's 
merciless  nature,  of  the  awful  things  that  had  to  be  done  by 
their  hand.  They  did  not  recoil  from  their  terrible  duty  because 
they  knew  that  the  freedom  they  defended  was  worth  dying 
and  kiUing  for.  War  is  a  miserable  business.  Let's  get  on  with  it. 

— SENATOR  JOHN  MCCAIN  (R-Ariz.), 
Wall  Street  Journal 

Creativity  Counts  Patents  grant  a  temporary  monop- 
oly over  a  product  so  the  company  can  recoup  research  and  de- 
velopment costs.  Brushing  aside  patents  is  a  big  mistake.  Amer- 
ica's defense  against  future  biological  attacks  depends  on  a 
robust,  profitable  pharmaceutical  industry  that  includes  U.S. 


"No,  I  don't  warn  to  make  a  wish!  Where  did  you  get  that?!" 
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companies  and  foreign  firms  such  as  [Cipro  maker]  Bayerj 
Although  anthrax  has  killed  four  people  so  far  and  contaminated 
dozens  more,  that  casualty  list  pales  next  to  what  could  happen  iJ 
a  new  smallpox  outbreak,  or  some  other  as  yet  unknown  threat 
were  unleashed  on  the  populace.  The  battle  against  bioterror  v«l] 
be  won  in  the  pharmaceutical  laboratory  and  could  depend  on 
vaccines  and  innovations  we  cannot  yet  envision.  It  would  be 
foolish  to  stifle  the  industry's  creativity  by  taking  away  the  in- 
centive of  companies  to  invest  and  profit.  During  World  War  II 
the  government  considered  nationalizing  industries,  but  for  tht 
most  part  decided  against  it.  Even  in  war,  people  realized  that  the 
strength  of  the  capitalist  system  against  national  socialisrr 
(Nazism)  was  competition  leading  to  profit.  This  lesson  seems 
to  have  been  partly  forgotten  in  today's  war  on  terrorism. 

— Orange  County  (Calif)  Registei 

Out  of  Focus  German  motorists  have  been  put  on  no 
tice:  Don't  make  rude  gestures  at  traffic  cameras.  A  Bavariar 
court  has  ruled  that  a  driver  who  gave  a  camera  the  middle 
finger  was,  in  effect,  making  that  gesture  at  the  police.  He  was 
charged  with  offending  the  police,  a  crime  in  Germany. 

— CHARLES  OLIVER,  Reasor^ 

Menacing  Mindset  As  the  leader  from  1997  to  1995 
of  the  U.N.  effort  to  remove  Saddam  Hussein's  weapons  oi 
mass  destruction,  I  found  one  rule  of  thumb  to  have  merit 
The  vigor  with  which  Iraq  conspired  to  defeat  any  given  step 
toward  arms  control  was  a  good  indicator  of  how  interestec 
Mr.  Hussein  was  in  the  weapons  system  at  issue.  I  concludec 
that  biological  weapons  are  closest  to  Mr.  Hussein's  hear 
because  it  was  in  this  area  that  his  resistance  to  our  worl 
reached  its  height.  He  seemed  to  think  killing  with  germs  ha; 
a  lot  to  recommend  it.  Iraq  has  not  been  visited  by  weapons 
inspectors  for  the  past  three  years,  but  all  the  signs  are  that  he 
has  remained  in  the  bioweapons  business.  If  the  path  lead; 
to  Iraq  as  the  supporter  of  the  anthrax  used  by  the  terroris 
mailers  in  the  U.S.,  no  one  should  be  surprised. 

— RICHARD  BUTLER 
New  York  Time] 

Thanksgiving  'Twas  founded  be  th'  Puritans  to  give 
thanks  t^r  bein'  presarved  fr'm  th'  Indyans,  an'  ...  we  keep  ii 
to  give  thanks  we  are  presarved  fr'm  th'  Puritans. 

— FINLEY  PETER  DUNNE 
American  political  satirist,  pen  name:  "Mr.  Dooley"  I 
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Allianz  Group.  Europe's  leading  global  insurer 
and  provider  of  financial  services. 


Add  color. 
Reach  people. 


Adding  color  makes  a  business  presentation  come  alive. 
It  helps  connect  people  and  ideas.  That's  the  power  of  color. 
And  that's  the  power  you  get  from  the  Sharp  AR-C160  Digital  Color  Imager. 
It's  like  having  direct  access  to  a  color  copying  center  right  from  your  desktop. 
Only  there's  no  waiting.  No  overpayment.  Just  quick,  easy,  eye-catching  color 
communications.  For  presentations.  For  proposals.  For  any  color  document 
you  need  to  output  or  duplicate,  our  latest  Digital  Imager  is  an  original. 
Incredibly  efficient.  Remarkably  reliable.  It  can  even  grow  with  your  business. 
All  at  a  price  you  can  afford. 

So,  are  you  ready  to  connect?  ^^i^ 
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Connect  your  business  through  the 
power  of  color.  Visit  our  website  today 
for  an  authorized  Sharp  dealer  near  you 
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AMERICA'S  COMING  BATTLE  OF  WORDS  AND  REASON 


T  HAS  BECOME  CLEAR,  FOLLOWING  THE  FIRST  WEEKS  OF 
he  war  against  terrorism,  that  there  is  a  need  for  a  powerful,  in- 
elligent  and  global  pro- America  propaganda  effort.  It  would  be 
lifficult  to  think  of  a  cause  that  has  more  justice  on  its  side  or  in 
vhich  America's  efforts  are  directed  more  clearly  toward  the 
welfare  of  all  peoples  than  the  war  against  terrorism.  Yet  the  de- 
,ree  and  intensity  of  anti-Americanism  in  the  world  is  disturb- 
ig  and  needs  to  be  countered  by  positive  efforts  on  a  large  scale. 

Take,  for  instance,  the  Kyoto  Protocol  on  global  warming, 
'resident  Bush's  decision  not  to  imple- 
nent  it  (which  has  direct  relevance  to 

:he  antiterror  war)  has  engendered  dis- 

I  ke  of  America  amongst  an  ill-informed 

i'ublic  in  many  countries.  The  decision 
/as  a  mark  of  Bush's  honesty,  and  in 
olitics  honesty  nearly  always  takes 
ourage.  Bush  knows  that  few  of  the  in- 
ustrialized  countries  endorsing  Kyoto 
itend  to  implement  the  accords  in  any 
/ay  that  will  damage  their  economies  or 
iminish  their  wealth  production.  He 
Iso  knows  that  if  the  U.S.  government 
/ere  to  endorse  Kyoto,  Congress,  the 
ledia  and  public  opinion  would  insist  that  it  be  honored  in 
ractice.  There  is  no  conclusive  scientific  proof  that  the  current 

:  hase  of  "global  warming"  is  the  result  of  human  activities, 
here  is  even  less  evidence  to  suggest  that  curbing  specific 
ctivities  would  cool  down  the  world.  But  one  thing  is  certain: 

inplementing  Kyoto  would  severely  diminish  the  U.S.'  capac- 
y  to  produce  wealth.  In  such  circumstances,  rejecting  Kyoto 
'as  the  only  sensible  and  honest  course  Bush  could  follow. 

What  few  people  outside  America  realize  is  that  White 
louse  skepticism  on  global  warming  is  not  simply  the  nat- 
ral  instinct  of  the  world's  largest  economy  to  reject  a  policy 
f  self-inflicted  wounds.  It  is  based  on  science.  American  in- 
itutions  and  agencies  have  devoted  more  time  and  money 
)  researching  global  warming  than  the  rest  of  the  world  put 
)gether.  The  consensus  of  this  work  is  that  the  case  for  global 
arming  is  unproven  and  that  to  impose  legal  restrictions  on 
gitimate  economic  activities  in  the  absence  of  clear  proof 
Kit  such  laws  would  benefit  humanity  is  contrary  to  reason, 
aleed,  it  can  fairly  be  said  that  the  essential  dynamic  behind 


Reducing  U.S.  wealth  to  combat  "global  warm- 
ing" means  less  resources  to  combat  terrorism 


Kyoto,  as  with  earlier  scares  about  the  world's  running  out  of 
resources,  has  been  emotion,  not  reason.  Most  of  the  people 
campaigning  for  Kyoto  throughout  the  world  are  not  scien- 
tists but  enthusiasts  for  whom  environmentalism  is  an  article 
of  faith  and  a  substitute  for  religion.  To  such  zealots  anti- 
Americanism  fits  neatly  into  their  emotional  worldview. 

No  one  disputes  that  when  a  catastrophe  threatens  the 
human  race,  the  U.S.,  as  the  world's  strongest  power,  has  a 
duty  to  take  the  lead  in  fighting  the  menace.  But  threats  to 
humanity  come  in  various  shapes  and 
constitute  varying  degrees  of  danger. 
Global  warming — if  it  exists  and  if  it 
poses  such  a  threat — is  a  nebulous 
concept,  stiU  the  subject  of  unresolved 
scientific  argument  as  to  its  causes, 
consequences  and  remedies. 

International  terrorism,  by  contrast, 
is  a  clear  and  present  danger,  whose 
consequences  for  ordinary  men  and 
women  have  been  horribly  and  visibly 
demonstrated.  It  may  be  that  the  events 
of  Sept.  1 1  alerted  the  civilized  world 
just  in  time.  Had  we  continued  to  drift, 
Clinton-like,  for  another  two  or  three  years  on  the  easy  tide 
of  indifference  to  terrorism,  the  fanatics  might  well  have 
begun  their  large-scale  campaign  to  dictate  to  the  world  not 
with  the  hijackings  of  aircraft  but  with  the  use  of  H-bombs. 

The  world  has  been  roused  and,  led  by  America,  is  now  tak- 
ing international  terrorism  seriously  for  the  first  time.  It  is  at- 
tacking terrorist  bases  and  host  states;  it  is  arming  against  ter- 
rorism by  creating  new  forces,  weapons  and  intelligence 
systems.  But  these  efforts  are  going  to  cost  a  vast  and  increasing 
amount  of  money  and  resources,  most  of  which  will  be  sup- 
plied by  the  U.S.  Now  is  not  the  time  to  diminish  America's  abil- 
ity to  make  this  effort  against  an  overwhelmingly  obvious  threat 
to  humanity  by  paralyzing  its  muscle-power  in  order  to  meet 
an  unproven — possibly  imaginary — one.  That  is  why  I  say  there 
is  a  direct  connection  between  Bush's  reasonable  refusal  to  im- 
plement Kyoto  and  his  decision  to  wage  war  on  terrorism. 

But  these  arguments  need  to  be  explained  to  the  world  in 
clear  and  decisive  language.  At  the  moment,  however,  America 
lacks  the  machinery  to  fight  the  battle  of  words  and  reason.  F 


'%  Forbes  I  6"""^'"  British  historian  ar)cl  author;  Lee  Kuan  Yew,  senior  minister  of  Singapore;  and  Ernesto  Zedillo,  former  president  of  Mexico; 

i^^^^KEcom  I  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  are  now  periodically  writing  this  column.  To  see  past  Current  Events  columns,  visit  our 
Web  site  at  www.forbes.com/currentevents. 


FORBES-  November  26,  2001  43 


©Wachovia  Corporation 


300-POINT  MARKET  SWINGS 
];l        12  FUNDS 

31%  TAX  BRACKET 

O 

^  WACHOVIA 
=      CONFI  DENT 


The  world  is  full  of  companies  offering  financial  advice.  But  few  have  120  years  of 
experience  and  $226  billion  in  assets  under  management.  Wachovia  has  entered  its  third 
century  of  managing  wealth,  and  never  have  our  capabilities  been  so  broad  or  focused. 
Seasoned  advisors  lead  teams  of  top-tier  investment,  risk  management,  credit  and  estate 
planning  specialists  to  optimize  your  opportunities,  and  minimize  your  taxes. 
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DIGITAL  RULES 

By  Rich  Karlgaard,  publisher 


CLASS  STARS:  1995-2000 


OF  COURSE,  YOU  REMEMBER  JEFF  BEZOS,  THE  AMAZON  KID 
with  the  goofy  smile,  Time  magazine's  "person  of  the  year"  in 
1999.  Well,  how  about  Marc  Andreessen,  who  at  age  23  pop- 
olarized  Web  browsers  by  creating  Netscape?  Does  the  name 
Dandace  Carpenter  of  Ivillage  ring  any  bells?  Or  Idealab's  Bill 
3ross?  Yahoo's  Jerry  Yang?  Priceline's  Jay  Walker? 

If  you  stop  and  ponder  the  late,  fairy-tale  tech  boom  of 
1995-2000,  with  its  grinning  cover  boys  and  girls,  chances  are 
Aou'll  remember  these  glamour-puss  CEOs.  But  from  these 
nternet  icons'  subsequent  pratfalls  you  might  draw  the  wrong 
inclusion  about  technology  startups  and  miss  the  point  about 
1995-2000.  It  is  flat  wrong  to  think  that  this  period  created 
^nly  overgrown  tulips.  'Twasn't  so.  Here  are  three  of  the  best: 
Siebel  Systems  (SEEL,  $19). 
iebel,  the  sales-automation 
oftware  firm,  has  many  ter- 
ific  things  going  for  it,  includ- 
,g  CEO  Tom  Siebel,  who  may 
e  the  best  of  the  1995-2000 
ot.  Tom  learned  to  harness  his 
atural  aggression  as  a  sales 
ice  president  at  Oracle.  But 
hen  he  started  Siebel  Systems 
I  1993,  he  applied  an  Oracle 
LCtic  in  reverse:  to  make  the 
ustomer,  not  sales  quotas,  the  center  of  the  world.  This 
imple  idea  has  paid  off  in  spades,  as  Siebel  Systems  has  set 
cords  for  both  the  growth  of  a  software  firm — fastest  ever 
I  hit  $1  billion  in  sales — and  customer  satisfaction. 
Ebay  (EBAY,  $57).  What,  at  day's  end,  is  the  Web  good  for? 
Jiswer:  It  lowers  the  cost  of  information  to  the  point  where 
larkets  spontaneously  grow.  That's  good  news/bad  news  for 
endors  who  sell  their  own  goods,  such  as  Amazon.  The  Web, 
hich  makes  markets,  at  the  same  time  makes  savvy  cus- 
)mers  who  won't  pay  full  price.  Thus  Amazon  never  seems 
jle  to  cover  its  costs.  For  a  pure  marketmaker,  like  Ebay, 
owever,  the  news  is  all  good.  Count  Meg  Wliitman  as  one  of 
;ch's  terrific  CEOs.  But  she'll  have  to  keep  improving,  as  her 
iggest  challenge  yet — keeping  Microsoft  and  AOL  from  en- 
•ring  her  online  auction  garden — looms  on  the  horizon. 
Broadcom  (BRCM,  $37).  CEO  Henry  Nicholas  is  so  com- 
etitive  that  I'd  place  real  money  on  him  in  a  rump-kicking 
)ntest,  even  if  he  had  only  one  leg.  The  6-foot-6  Nicholas 
ins  broadband  chipmaker  Broadcom  with  ferocity.  He  likes 
)  call  company  meetings  at  11  p.m.,  and  you'd  better  be 
lonitoring  your  Blackberry  when  the  call  comes.  For  sport, 


The  best  boom  babies,  such  as  Tom  Sicbel's  namesake,  Siebel 
Systems,  and  Meg  Whitman's  Ebay,  make  money  in  tough  times 


Nicholas  cranks  up  his  Lamborghini  to  ISOmph  along  the 
roads  near  his  Orange  County,  Calif  office.  Nick's  only  weak- 
ness is  that  he  could  drive  himself  to  burnout.  I  Ic  reminds 
me  of  Cypress'  T.J.  Rodgers,  a  star  of  the  1 98()s,  who  is  such  a 
snorting-bull  control  freak  that  he's  become  a  self-caricature. 
I  doubt  Nick  will  go  quite  that  far. 

Let's  quickly  add  another  five  from  the  Class  of  1995-2000: 

•  BEA  Systems  (BEAS,  $12).  Still  the  big  dog  in  e-commerce 
infrastructure  software.  Get  this:  BEA  Systems  managed  to 
grow  sales  55%  during  the  first  six  months  of  rotten  2001. 
Now  that's  an  upside  surprise. 

•  Network  Appliance  (NTAP,  $13).  Demand  for  storage  will 
not  abate  in  our  lifetime.  That's  as  sure  a  bet  as  there  is  in 

technology.  (Think  voice  and 
visual  data.)  Which  storage  ar- 
chitectures win  out  is  a  current 
hot  debate  among  bilheads. 
Will  it  be  big,  stand-alone 
(mostly)  boxes  by  EMC,  pure 
networking  schemes  like  Net- 
work Appliance  or  hybrids 
from  the  new  Hitachi  Data 
Systems  and  Sun  alliance?  An- 
swer: All  three  will  rock  when 
the  IT  economy  improves. 

•  Juniper  Networks  (JNPR,  $19).  Up  220%  from  its  end-of-Sep- 
tember  low.  Juniper's  a  touch  too  hot  right  now.  But  this  kid's  no 
flash-in-the-pan.  Juniper  has  shown  it  can  make  a  profit  during 
the  worst  of  meltdowns.  It  has  a  capable  CEO,  Scott  Kriens,  and 
a  superb  board  of  directors,  ijicluding  Vinod  Khosla,  a  founder 
of  Sun  and  probably  the  country's  top  venture  capitalist. 

•  Foundry  Networks  (FDRY,  $9).  Sales  have  gone  from  sizzling 
to  fizzling  during  the  last  year,  but  scrappy  CEO  Bobby  John- 
son has  still  scratched  out  a  profit,  and  Foundry's  P/E 
remains  a  reasonable  34. 1  like  Foundry's  core  market:  high- 
speed routers  for  metropolitan  fiber  loops.  When  the  world 
economy  revives,  look  for  Foundry  to  boom. 

•  Webmethods  ( WEBM,  $9).  Class  president  Tom  Siebel  says 
the  holy  grail  in  enterprise  software  is  cross-platform,  cross- 
silo  monitoring  of  company  results.  Yes,  in  real-time,  to  boot. 
"Whichever  company  solves  this  problem  will  be  the  Cisco 
of  software,"  says  Siebel.  Believe  him.  Who  does  Siebel  like? 
Webmethods — speculative,  sure,  but  you  gotta  like  Siebel's 
endorsement.  F 
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To  see  past  Digital  Rules  columns,  visit  our  Web  site  at 
www.forbes.com/karlgaard. 
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Green  Beams 

Zapping  anthrax  is  no  problem  for  SureBeam,  but  getting  rid  of  human  pests  is  proving  a  lot  toughen 


ililio: 


(tic 


BY  SETH  LUBOVE 

FOR  SAN  DIEGO'S  SUREBEAM 
Corp.,  you  can't  buy  publicity 
like  the  anthrax  hysteria. 
Thanks  to  the  sicko(s)  re- 
sponsible for  mailing  an- 
thrax-laced letters,  the  Post 
Office  awarded  the  smallish  company  a 
$26  million  order  in  late  October  for 
eight  of  its  electron-beam  irradiation 
systems  to  go  after  anthrax  spores  and 
other  biological  threats. 

"The  entire  SureBeam  team  is 
proud  to  be  able  to  be  part  of  address- 
ing this  urgent  national  priority  and  in 
helping  to  protect  against  biological 
terrorism,"  the  company's  chief  execu- 
tive, Larry  A.  Oberkfell,  48,  gushed  in  a 
press  release  announcing  the  deal,  Sure- 
Beam's  splashiest  ever.  Investors  have 
bid  up  SureBeam's  stock  to  an  Internet 
bubble-like  21  times  expected  sales  of 
$35  million,  despite  the  fact  that  the 
company  had  lost  money  before  its  par- 
tial spinoff  from  Titan  Corp.  last  March 
and  will  likely  continue  its  losses  into 
next  year. 

But  not  everyone  is  celebrating 
SureBeam's  windfall.  Behind  the  head- 
lines, the  company  is  waging  a  fierce 
battle  with  Ralph  Nader's  Public  Citi- 
zen, the  self-appointed  watchdog  outfit 
that  has  been  campaigning  for  several 
years  against  SureBeam's  primary  busi- 
ness of  making  machines  that  zap  Esch- 
erichia coH,  Listeria  monocytogenes  and 
other  food-borne  bugs. 

"Basically,  the  population  does  not 
want  to  eat  irradiated  food,"  opines 
Wenonah  Hauter,  director  of  Public 


KSl 
KillC 


Bugged  by  Ralph  Nader:  SureBeam's  Larry  Oberkfel 


Citizen's  loftily  named  Critical  Mass 
Energy  &  Environment  Program. 
There  are  two  kinds  of  radiation  used 
on  food:  SureBeam's  high-voltage 
electrons  and  gamma  rays  from 
cobalt-60,  the  technique  used  by  some 
of  SureBeam's  competitors.  Hauter 


doesn't  like  either  of  them. 

Nader's  raiders  have  crossed  swordsl 
with  lots  of  businesses  over  the  years.j 
But  the  battle  with  SureBeam  and  a| 
handful  of  other  irradiation  companies 
stands  out  for  its  nastiness  and  includes 
accusations  back  and  forth  of  all  man-' 
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ler  of  misdeeds,  including  stock  manip- 
ilation  and  abuse  of  tax-exempt  status. 

"I've  worked  in  public  interest  for 
5  years  and  gone  up  against  lots  of 
ompanies,  but  I  have  never  run  into 
actics  like  this  before,"  Hauter  says. 
ORBES  recently  received  a  stack  of  in- 
estigative  reports  on  Nader's  opera- 
ives  that  was  sent  anonymously  and 
I  ncluded  personal  dirt  and  tales  of  sup- 
I  losed  ethical  conflicts.  "I  think  it's  ab- 
olutely  outrageous  that  the  industry 
vt)uld  be  gathering  personal  informa- 
lon  on  us,  especially  looking  into  driv- 
ii;  and  marriage  records,"  complains 
ijuter.  As  for  SureBeam's  accusation 
hat  Public  Citizen  manipulated  its 
:  lock  by  contacting  investors  and  dis- 
I  ributing  bogus  information,  Hauter 
ays  the  charge  is  "ridiculous." 

But  Nader's  people  give  as  good  as 
icy  get,  reserving  much  of  their  con- 
mpt  for  SureBeam,  the  most  visible 


big  beef  with  a  recent  quote  in  the  San 
Diego  Union-Tribune  attributed  to  an 
anti-irradiationist  Naderite,  Mark 
Worth,  who  breezily  dismissed  E.  coli 
and  salmonella  as  "part  of  life."  Public 
Citizen's  Hauter  wrote  a  letter  to  the 
editor  distancing  the  group  from  the 
quote,  but  Oberkfell  doesn't  buy  it: 
"What  he's  saying  is  he  doesn't  believe 
in  the  sanctity  of  human  life." 

This  isn't  the  first  time  that  Sure- 
Beam  and  its  former  parent  and  still- 
84%  owner,  Titan,  have  lashed  out  at 
critics.  Titan,  a  defense  contractor,  nois- 
ily sued  San  Francisco  hedge-fund 
manager  Botti  Brown  Asset  Manage- 
ment last  year  over  allegations  that  the 
firm  was  spreading  rumors  that  Titan 
was  cooking  the  books  and  exaggerat- 
ing SureBeam's  sales.  The  case  was  set- 
tled, with  Botti  Brown  effectively  agree- 
ing to  a  mea  culpa  that  refuted 
anything  negative  it  may  have  said. 


've  worked  in  public  interest  for  25  years, 

mt  I  have  never  run  into  tactics  like  this  before." 


ompany  in  the  fledgling  irradiation 
usiness.  Public  Citizen  has  gleefully 
erted  the  Federal  Trade  Commission 
30ut  SureBeam's  euphemistic  refer- 
nce  to  its  process  as  "electronic  pas- 
urization,"  a  disputed  breach  of  mar- 
eting  protocol,  since  the  FTC  hasn't 
)rmally  approved  the  application  of 
lat  term  to  irradiation.  In  other  in- 
ances.  Public  Citizen  has  organized 
tter-writing  campaigns  and  protests 
harangue  SureBeam's  customers,  in- 
uding  Schwan's  and  Omaha  Steaks. 

About  one  thmg  Hauter  is  probably 
ght:  Consumers  don't  relish  seeing 
le  word  "radiation"  on  their  food, 
^uisken  Meats  of  Chandler,  Minn.,  one 
Fthe  first  meat  processors  to  use  Sure- 
eam's  system  to  zap  frozen  ground 
eef,  plays  down  the  X-ray  treatment 
.  its  packaging.  It  also  has  to  watch 
t  for  sabotage,  such  as  the  antinuke 
ogans  someone  plastered  on  its  pack- 
;es  in  Minneapolis  stores  last  summer. 

"What  they're  doing  is  just  wrong," 
ethes  SureBeam's  Oberkfell.  He  has  a 


More  recently  SureBeam  took  of- 
fense at  a  press  release  issued  by  a  gad- 
fly outfit  that  calls  itself  the  Illinois 
Food  Safety  Coalition,  which  claimed 
that  SureBeam's  new  Chicago-area  ir- 
radiation plant  would  belch  "significant 
amounts"  of  ozone.  "Totally  false," 
snaps  Ralph  (Wil)  Williams,  vice  presi- 
dent of  corporate  communications  for 
Titan  and  SureBeam,  who  hints  that  the 
incident  is  the  subject  of  "multiple  in- 
vestigations" by  securities  regulators. 

Not  surprisingly.  Public  Citizen  is 
now  debunking  the  use  of  irradiation 
to  treat  anthrax  in  the  mail,  telling  any- 
one who  will  listen  that  the  Post  Office 
moved  too  fast  in  awarding  a  contract 
to  SureBeam.  Hauter  suggests  contact- 
ing SureBeam's  archrival.  Ion  Beam 
Applications  of  Belgium,  to  discuss 
SureBeam's  Post  Office  deal,  and  help- 
fully reminds  a  reporter  that  the  two 
companies  are  in  an  acrimonious  court 
battle  over  patents.  Itself  the  subject  of 
Public  Citizen's  anti-irradiation  cru- 
sade, Ion  Beam  declines  comment.  F 


About  That  Offer... 

A  cable  spinoff  would  let 
AT&T's  Mike  Armstrong  save 
face.  Investors  don't  care. 

WHEN  AT&T  REJECTED  AN 
offer  from  Comcast  to  buy 
its  ailing  cable  business  in 
July,  it  claimed  the  $58  billion  bid 
was  too  low,  then  started  talking  to 
other  suitors. 

But  boss  C.  Michael  Armstrong 
never  abandoned  the  idea  of  carving 
the  division  out  as  a  tracking  stock. 
That  notion  seemed  more  plausible 
late  last  month,  when  Armstrong 
brought  in  three  proteges  of  Amos 
Hostetter,  the  weU-regarded  cable  pi- 
oneer who  owns  1 .4%  of  AT&T,  to 
run  the  cable  division.  At  the  time, 
Armstrong  told  board  members  the 
new  managers  might  convince  in- 
vestors a  spinoff  would  work. 

It's  easy  to  understand  why  Arm- 
strong would  prefer  a  spinoff:  Ac- 
cepting Comcast's  offer  would  be  a 
concession  that  his  television  strat- 
egy— which  included  shelling  out 
$110  billion  for  two  other  cable  out- 
fits two  years  ago — was  a  failure.  But 
the  market  hasn't  been  sympathetic. 
Since  the  Oct.  23  management 
shakeup,  AT&T  stock  has  dropped 
13%  to  $16. 

Now  Comcast  is  back  at  the  bar- 
gaining table.  You  can  bet  that  Arm- 
strong is  finding  the  offer  a  lot  more 
attractive.  — Peter  Kafka 


Cable  man's 
mystique 
didn't  help: 
Amos  Hostetter. 
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Off  Our 
TIPS 

Foes  of  inflation- 
linked  bonds  say 
they  cost  the 
feds  too 
much.  Don't  you  believe  it. 

BY  IRA  CARNAHAN 

HE  TREASURY  RECENTLY  DE- 

Icided  to  stop  issuing  30-year 
bonds.  Next  up:  The  influential 
Treasury  Borrowing  Advisory  Com- 
mittee is  urging  an  end  to  new  offer- 
ings of  so-called  Treasury  inflation- 
protected  securities.  TIPS  pay  a  fixed 
interest  rate  on  a  principal  balance 
that  is  adjusted  every  six  months  to 
keep  it  even  with  inflation.  TIPS' 
powerftil  foes  claim  the  Treasury  has 
paid  $1.5  billion  more  in  interest  to 
TIPS  holders  over  the  past  four  years 
than  it  would  have  paid  had  it  sold 
standard  bonds. 

Not  so  fast.  TIPS  were  introduced 
in  1997.  Much  of  the  extra  cost  re- 
sults from  two  (in  hindsight)  poorly 
timed  auctions  in  late  1998  and  early 
1999  during  the  Russian/Long- Term 
Capital  crisis,  says  Gemma  Wright, 
director  of  market  strategy  at  Bar- 
clays Capital.  The  TIPS  auctioned 
back  then  cost  the  government  extra 
whenever  inflation  exceeds  1.2%. 

Long  term,  however,  TIPS  still 
have  advantages  for  both  investors 
and  taxpayers.  They  give  peace  of 
mind  to  investors  who  have  experi- 
enced expropriations  from  inflation- 
ary government  policies.  That  wins 
the  government  a  lower  interest  rate, 
says  Stephen  Woolbert  of  Bridgewa- 
ter  Associates.  TIPS  may  even  bring 
down  the  cost  of  other  federal  debt. 
Why?  They  reassure  buyers  of 
straight  bonds  that  the  Treasury  does 
not  have  an  interest  in  inflating  away 
their  principal,  says  John  Brynjolfs- 
son,  a  Pimco  fund  manager.  F 
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Seeing  Red  Over  Green 

Being  nice  to  environmentalists  can  backfire. 


BV  MONTE  BURKE  AND  ROBYN  MEREDITH 


ILLIAM  CLAY  FQRD  JR. 
thinks  he  can  run  a  car 
company  that  produces 
gas-guzzling  sport  utes  and 
still  be  a  committed  environmentalist. 
"My  environmental  ethic  really  isn't 
something  that's  an  add-on  or  is  extra- 
neous to  our  company,"  says  Ford.  (As 
we  predicted  on  Forbes.com,  Chief  Ex- 
ecutive Jacques  Nasser  was  ousted  last 
month  and  replaced  by  Ford.) 

If  he  really  thinks  it's  that  easy 
being  green  he  ought  to  meet  James 


Ford  Environmentalist-in-Chief:  Bill  Ford  Jr. 

Hurst,  54,  a  Eureka,  Mont,  lumber  miU 
owner.  Hurst  has  driven  a  Ford  all  his 
life.  His  father  drove  Fords.  So  did  his 
grandfather,  who  owned  a  Model  T. 
Hurst  now  doubts  he'll  buy  a  Ford  again 
and  is  so  hopping  mad  he  even  consid- 
ered dropping  a  Ford  pickup  from  a 
logging  helicopter.  He  was  talked  out  of 
it,  for  the  time  being  at  least. 

The  source  of  Hurst's  ire:  Bill  Ford's 
environmental  bent.  Hurst,  along  with 
thousands  of  angry  Western  pickup 
truck  owners — from  cattlemen  to 
farmers  and  loggers — are  refusing  to 
buy  Ford  products  because  of  a  $5 
million  contribution  that  the  Ford 
Motor  Co.  Fund  gave  to  the  National 


Audubon  Society  in  February.  ThI 
group  engaged  in  a  very  public  fight  ti 
save  the  spotted  owl  at  the  expense  q 
timber  jobs.  "It  troubles  us  that  Ford  il 
making  it  easier  for  them  and  harde 
for  its  core  constituency,"  says  Donal< 
Russefl,  president  of  Oregon's  Klamatl 
Water  Users  Association,  a  group  o 
ranchers  and  farmers. 

Or  as  Hurst  puts  it  less  delicately 
"Mr.  Ford  must  be  in  la-la  land." 

While  many  Ford  dealers  welcomed 
Nasser's  dismissal,  some  are  nonethelesi 
feeling  edgy  about  Ford' 
green  tilt.  "Many  of  my  cusi 
tomers  have  traded  in  earl; 
j^llj^  '  for  a  Dodge  or  a  Chevy,' 
i^^lRIH  says  Robert  DePratu,  : 
dealer  in  Whitefish,  Mont 
for  37  years.  Terry  An 
dreessen,  a  dealer  in  Libb)| 
Mont.,  estimates  sales  of  th< 
company's  pickups  de 
clined  15%  in  the  North 
west  between  February  ano 
September.  A  Dodge  deal 
ership  in  Great  Falls  tool 
out  a  newspaper  ad  thai 
gleefully  pointed  out  Ford'j 
Audubon  grant. 

Bill  Ford  has  been  try' 
ing  to  straddle  the  fence  foi 
a  while  now.  Last  year  he  apologized  fo] 
the  company's  huge  vehicles  like  the  Ex- 
cursion yet  kept  building  them  all  th< 
same.  He  later  spoke  at  a  Greenpeaci 
convention  and  shortly  after  gave  ^ 
$5  million  grant  to  Earthwatch  Institute 
"I  don't  think  anyone  has  the  luxury 
of  being  just  an  industrialist  or  just  an 
environmentalist  or  just  a  business- 
man," he  told  FORBES  recenUy  That  sen- 
timent may  appeal  to  the  soccer  monu 
and  others  whom  Ford  is  courting,  bul 
it  surely  doesn't  satisfy  people  like  Johr 
Manz,  a  retired  timber  executive.  "Fore 
can  give  their  money  to  whomever  thejj 
want,"  he  says.  "Just  don't  expect  us  tC 
buy  their  vehicles."  tl 
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Both  can  be  trusted  to  guide  you  in  the  right  direction. 
Only  one  can  handle  rolling  over  your  401  k. 


Rollover  Specialist.  Sure,  you  can  count  on  a  crossing  guard's  help  at  a  busy  intersection. 
But  with  the  complexities  of  a  401k  rollover?  At  Charles  Schwab,  our  Rollover  Specialists 
can  assist  you  with  the  entire  rollover  process.  Making  it  as  simple  as  crossing  the  street. 
Charles  Schwab's  Rollover  Specialists  can  handle  the  details  of  rolling  over  your  401k: 

•  Assisting  you  with  all  the  related  paperwork 

•  Contacting  your  previous  employer  on  your  behalf 

•  Assisting  with  the  asset  transfer  process 

Once  you've  rolled  over  your  assets  into  a  Schwab  IRA,  you  can  sit 
down  with  us  and  we  can  help  you  decide  how  to  best  invest  those  assets 
for  retirement.  Rest  assured,  Schwab  offers  the  kind  of  expert  advice  you'd 
expect  from  us: 

Objective.  Uncomplicated.  And  not  driven  by  commission. 

Call  to  speak  with  us  today  about  rolling  over  your  401k  and 
you  will  also  receive  our  guide,  Smart  Strategies  for  Changing  Jobs. 

charles  scimA^ 


Call 

1-800-653-0243 

ClJck 

iiliil 

schwab.com 

Visit 
M 

402  locations  nationwide 

Canadian  residents  call  Charles  Schwab  Canada  Co.  at  1-866-339-0399  or  visit  schwabcanada.com. 

©2001  Charles  Schwab  &  Co.,  inc.  All  rights  reserved.  Member  SIPC/NYSE  (1001-10315). 


What  happens 
to  those 
frequent-flier 
miles  if  the 
airline  stops 
flying? 

Use  'em  or  Lose  'em 

BY  MICHAEL  FREEDMAN 

ECHNOLOGY  CONSULTANT  MICHAEL  LEWIS  HAS 
racked  up  170,000  Delta  SkyMiles  flying  to  and  from 
his  home  in  Butte,  Mont.  Delta  looks  financially  sta- 
ble for  the  moment,  but  with  the  travel  industry  in 
the  dumps  and  the  airlines  begging  for  subsidies,  what  hap- 
pens to  Lewis'  miles  if  Delta  stops  flying?  "You  lose  them,  I 
would  guess,"  shrugs  Lewis,  standing  in  an  eerily  quiet  ter- 
minal at  Newark  International  Airport. 

Lewis  is  probably  right.  Once  an  airline  stops  flying,  the 
carrier  is  under  no  obligation  to  honor  the  miles.  But  travel- 
ers do  have  a  few  options.  Most  airlines  share  frequent-flier 
programs  with  international  carriers.  If  financial  woes  at,  say, 
United  stop  it  from  flying,  the  airline's  Mileage  Plus  mem- 
bers may  transfer  their  miles  to  Air  Canada  or  Lufthansa.  De- 
funct airUne  companies  may  also  sell  their  frequent-flier  lists. 
Delta,  for  instance,  honored  Pan  Am  awards  when  the  latter 
stopped  flying  in  1991. 

But  airlines  may  be  reluctant  to  take  on  that  liability 
today,  given  that  67  million  travelers  hold  3.5  trillion  un- 
used miles.  It  might  look  bad  for  an  airline  to  take  federal 
bailout  money  to  set  aside  contingent  liability  funds  for  a 
frequent-flier  program. 

A  group  of  Australian  passengers  is  putting  together  a 
class  suit  to  recover  miles  worth  ap- 
proximately $100  million  from 
Ansett  Airlines,  Australia's  second- 
largest  airline,  which  stopped  flying 
in  September.  "Don't  get  cross,  get 
even,"  urges  the  litigants'  Web  site — 
a  sentiment  that  may  give  U.S.  plain- 
tiff lawyers  ideas  but  is  unlikely  to 
bear  fruit.  Mile-holders  come  in  line 
for  repayment  in  a  bankruptcy  after 
unsecured  creditors,  who  typically 
get  only  3  cents  on  the  dollar.  The 
value  of  a  mile  is  a  paltry  2  cents, 
making  a  50,000-mile  piggy  bank 
worth  maybe  $30  in  a  bankruptcy. 
Don't  be  a  mile  miser.  F 


lericans'  love  of  miles  is 
soiutely  Scrooge-like. 

Members 
in  American  Airline's 
mileage  program. 

Average 
number  of  miles  active 
members  earn  each  year. 

Miles 
earned  in  the  first 
20  years  of  frequent- 
flier  programs. 

irce:  WebFlyer.com. 


The  Makings  of  a  Dues 

Los  Angeles  entrepreneur  Scott  Painter  wants 
to  design  new  Duesenberg  automobiles— and  » 
build  them  to  order  for  just  $35,000. 


BY  JONATHAN FAHEY 

AE  WEST  DROVE  ONE  AND  SO  DID  HOWAR: 
Hughes  and  Gary  Cooper — the  Duesenber 
I  Model  J  that  went  for  $14,000  in  1929,  tl^ 
I  equivalent  of  $145,000  in  today's  money.  Th 
Auburn  Automobile  Co.  stopped  building  Duesenberg 
in  1937  and  four  times  since  then  romantics  have  trie 
to  resurrect  the  name.  Result:  three  lonely  prototype 
zero  sales. 

Now  here  comes  the  latest  dream,  this  one  from  Scol 
Painter,  33,  founder  and  former  chief  executive  of  onlini 
car  seller  CarsDirect.com.  He's  got  a  new  twist:  Appll 
Michael  Dell's  idea  to  autos.  Design  the  car  with  parts  al 
ready  being  produced,  make  the  engineering  data  public 
and  have  someone  else  build  it.  So,  as  Painter  sees  it,  yoi 


Can  you  build  them  like  Deli  builds  computers?  A 1930  Duesy. 

would  buy  a  Duesenberg  with,  say,  an  engine  built  by  Toy- 
ota, a  chassis  by  Dana  and  exterior  panels  by  Owens-Corn- 
ing.  And  then  you  could  order  the  car  with  an  interior  b) 
Prada,  a  dashboard  clock  by  Rolex  and  a  stereo  by  Bose 
Two  weeks  later  the  one-of-a-kind  car  shows  up  in  youi 
driveway  for  a  mere  $35,000. 

"This  whole  thing  points  to  an  automotive  renais-l 
sance,"  gushes  Painter,  who  has  tentatively  named  his  com 
pany  Build-To-Order. 

Even  if  his  chances  of  making  this  venture  work  ard 
slim.  Painter  may  be  onto  something.  The  Big  Three  used| 
to  make  70%  of  eachxar.  Now  they  make  only  35%,  in-i 
stead  outsourcing  parts  and  interior  production  to  otherj 
companies.  The  manufacturers  are  focusing  more  on  de- 
sign, engineering  and  brand-building.  BMW  is  turning  overl 
the  entire  assembly  of  its  new  X-3  sport  utility  vehicle  toi 
Toronto  partsmaker  Magna  International. 

But  the  big  auto  companies,  saddled  with  huge  laborl 
commitments  and  billions  invested  in  plant  and  equip- 
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ment,  can  go  only  so  fast  in  shedding  factories.  Painter  is 
starting  from  scratch,  so  he  says  he  can  break  even  by  sell- 
ing only  6,000  vehicles,  while  automakers  usually  need  to 
sell  60,000. 

So  far  he's  assembled  a  team  of  designers  and  promises 
to  name  a  current  Big  Three  group  vice  president  as  chief  ex- 
ecutive early  next  year.  He's  planning  to  start  delivering  vehi- 
cles by  late  2004  and  expects  sales  to  reach  34,000  a  year  by 
2006.  And  he's  confident  he  can  raise  the  $350  million  he'll 
need  over  the  next  four  years.  He's  got  a  ways  to  go:  He  has 
only  $5  million,  ftom  AK  Steel  in  Middletown,  Ohio. 

Painter  still  has  to  contend  with  the  uncomfortable  fact 
that  attaching  a  body  to  a  chassis  is  a  little  harder  than  at- 
taching a  hard  drive  to  a  motherboard.  A  Dell  survives  a 
crash;  a  3,000-pound  car  does  not.  He  has  to  figure  out  how 
to  sell  without  dealers,  offer  maintenance  without  garages 
and  negotiate  the  grueling  U.S.  regulatory  process. 

Besides,  says  David  Cole,  director  of  the  Center  for  Auto- 
motive Research  in  Ann  Arbor,  Mich.:  "This  industry  is  seri- 
ously overpopulated.  His  timing  is  terrible." 

A  folk  etymology  has  the  word  "doozy"  coming  from 
Duesenberg.  Problematic  fact:  The  slang  dates  to  1916,  five 
years  before  the  Duesenberg  Model  A  rolled  off  the  assem- 
bly line.  Still,  the  word  is  a  pretty  fair  description  of  Painter's 
car  company.  F 


TheAnti-DeLorean 

Scott  Painter  is  no  DeLorean.  Is  this  a  good  thing?  Probablyi 


Painter 


EXPERIENCE 


DeLorean 


Started  13  companies, 
7  car-related,  by  age  33. 


Longtime  auto  executive; 
GM  vice  president. 


MANUFACTURING 


Will  outsource  all  of  the 
assembly  and  manufacturing. 


Built  his  gull-winged  coupe  at  a 
Northern  Ireland  factory. 


THE  CARS 


Planned  line  of  SUVs,  sport 
wagons,  convertibles  to  sell  for 
average  $35,000  in  2004. 


Automotive  disaster  with  a  cool 

design;  4,243  sold  at  about 
$30,000  during  1981  and  1982. 


PLASTIC  SURGERY 


None  yet. 


Extended  chin,  several  face-lifts. 


Kickin'  Cousins 

The  death  of  a  real  estate  mogul  adds  fuel 
to  a  family  feud.  It's  cheaper  to  play  nice. 


BY  JOANNE  GORDON 


WHEN  SEYMOUR  MILSTEIN  DIED  LAST  MONTH  AT  THJ 
age  of  8 1 ,  New  York  City  lost  one  of  its  grandest  land 
lords.  His  heirs,  however,  must  feel  they've  inheritec 
nothing  but  headaches. 
That's  because  most  of  the  $1  billion  real  estate  empire  tha 
Seymour  and  his  brother,  Paul,  built  is  held  in  some  two  dozer 
partnership  agreements.  With  Seymour's  death,  by  law,  almos 
all  of  those  partnerships  must  now  dissolve.  That  means  the  fam- 
ily either  has  to  form  new  partnerships,  split  the  property  or  liq- 
uidate the  assets.  If  no  agreement  is 
reached,  the  assets  are  sold  at  auction. 

Lately  the  two  sides  can't  agree  on  any- 
thing. Over  the  past  two  years  the  families 
have  taken  each  other  to  court  six  times. 
Along  the  way  the  attacks  have  grown  in- 
creasingly personal.  Paul  and  his  son 
Howard  harp  on  Seymour's  son  Philip's 
"lack  of  business  acumen."  Seymour's 
heirs  paint  Howard  as  a  powermonger 
"riding  roughshod  over  his  partners' 
rights"  and  exerting  unilateral  control. 

"Dealing  with  a  person  like  Howard,  it's 
hard  to  have  a  voice,"  says  the  soft-spoken 
Philip,  sitting  in  his  father's  former  office. 

What's  loud  and  clear  is  the  ownership 
structure  that  imderlaid  all  of  the  partner- 
ships: Paul  and  Seymour  each  own  20%; 
their  children — Paul's  four  and  Seymour's 


GOING  ONCE 

Bank  of  America 
335  Madison  Avenue 
I.I  million  sq.ft. 

Normandy  Court 
205  E.  95th  Street 
1,470  apartments 

Milford  Plaza  Hotel 
270  West  45th  Street 
1,300  rooms 

30  Lincoln  Plaza 
600  apartments 

7  Hanover  Square 
800,000  sq.  ft. 

Windsor  Court 
179  E.  31st  Street 
709  apartments 

The  Claridge  House 
201  E.  87th  Street 
405  apartments 
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These  days,  there's  one  sure  way 
to  fortify  your  company.  Build  value. 

That's  why  so  many  companies  turn  to  Ernst  &  Young.  By  providing  years 
of  experience  and  objective  financial  advice,  we  can  help  you  build  value 
in  this  ever-changing  economy.  With  innovative  tax  strategies,  new  tools 
to  help  you  quantify  business  decisions  and  value  intangibles,  proven 
methods  to  prepare  you  for  a  merger  or  acquisition-even  solutions  to 
help  build  online  trust  with  your  customers-the  goal  is  always  the  same. 
To  build  on-and  fortify-the  enterprise  you  worked  so  hard  to  create. 


ey.com/thoughtcenter 


Ml  Ernst  &YOUNG 


From  thought  to  finish: 


E»NST  &  Young  llp 


wo — own  10%  each.  Paul  and  his  family 
claim  their  majority  ownership  of  60%  gives 
them  controlling  power,  but  even  before  Sey- 
mour's death,  Philip  and  his  father  had  begur. 
dismantling  the  partnerships,  dissolving  three 
in  the  past  two  years.  The  first  resulted  in  a 
court-appointed  auction  of  a  vacant  lot  in 
Times  Square.  Howard  and  his  father  won  the 
auction  with  a  $111  million  bid — 22  times  what  ihe  laniily 
paid  for  it  in  the  early  1980s.  In  March  Seymour  prompted 
the  dissolution  of  another  partnership  that  owned  the  Mil- 


Old  times:  Edward,  Howard  and  Philip  Milsteln. 

ford  Plaza  Hotel.  The  family  is  still  arguini 
over  whether  to  hold  an  auction. 

"We  don't  think  a  sealed-bid  auctio 
would  maximize  the  property's  value,"  say 
John  Zuccotti,  a  lawyer  for  Howard  Milsteir 
With  the  Manhattan  real  estate  market  in  jij 
ters  since  Sept.  11,  auctions  won't  raise  hand 
some  prices  from  outsiders.  The  family  might  be  better  o: 
collecting  income  from  a  hotel  or  office  building.  If,  that  \i 
the  cousins  can  make  peace.  I 


Safe— For  Now 

Oil  companies  don't  have  to  depend  on 

Saudi  Arabia.  But  they're  vulnerable  elsewhere. 

BY  LYNN  J.  COOK 

MERICA  STILL  IMPORTS  17%  OF  ITS  OIL  FROM  SAUDI 
Arabia,  which  sits  on  260  billion  barrels  of  crude — 
25%  of  the  world's  reserves.  But  multinational  energy 
I  companies  have  almost  no  exposure  there,  a  comfort- 
ing thought  at  a  time  of  strained  U.S.-Saudi  relations. 

U.S.  companies  once  had  enormous  stakes  in  the  king- 
dom. In  1933  Standard  Oil  of  California  signed  a  deal  with  the 
Saudi  foreign  minister  for  the  exclusive  right  to  "explore, 
prospect,  drill  for,  extract,  treat,  manufacture,  carry  away  and 
export"  oil.  The  forerunners  of  Texaco,  Exxon  and  Mobil  fol- 
lowed in  the  1940s  and  took  shares  in  the  Arabian  American 
Oil  Co.  (Aramco),  which  controlled  the  amount  of  oil  pro- 
duced and  the  price;  U.S.  shareholder  companies  footed  capi- 
tal investments  and  operating  expenses  in  exchange  for  50% 
of  the  profits.  That  ended  in  1976  when  the  Saudi  government 
nationalized  Aramco's  assets,  paying  $2.8  billion — 1%  of  its 
estimated  market  value  at  the  time. 

Today  ExxonMobil,  BP  and  ChevronTexaco  pull  most  of 
their  crude  from  basins  in  Alaska  and  the  Gulf  of  Mexico  {see 
table).  There  are  tantalizing  prospects  for  fields  off  the  coast  of 
West  Africa  and  in  the  Caspian  Sea.  The  surprisingly  friendly 
posture  of  Russian  President  Vladimir  Putin,  who  offered  his 
nation's  reserves  on  standby  in  case  the  Middle  East  blows  up, 
may  present  new  openings  for  multinationals. 

But  these  companies  still  have  vulnerabilities  abroad — with 
potentially  catastrophic  disruptions  in  supply.  Among  the  hot 
spots  where  multinationals  do  business:  Indonesia,  Algeria, 
Egypt  and  Kazakhstan.  They  all  have  restive  populations  of  Is- 
lamic militants.  The  threat  is  real,  argues  Richard  Gordon,  an 
analyst  with  oil  consultancy  John  S.  Herold  in  Norwalk,  Conn. 
Offshore  derricks  aren't  likely  targets,  he  says.  But  refineries, 
pipelines  and  liquefied  natural  gas  plants  are.  "If  Afghan  rebels 
can  hit  a  moving  Russian  helicopter  with  a  handheld  rocket," 
he  reasons,  "they  could  easily  take  out  an  LNG  plant."  F 


54 


FORBES-  Mov-mher  :fi,  200! 


Dubious^ 
Diligenc 

Sometimes  more  than 
the  books  need  auditing. 

BY  GHANA  R. SCHOENBERGER 

HOW  DOES  A  FORMER  CAR  SALESMAN 
get  a  picayune  pink-sheet  conglomerate 
listed  on  the  American  Stock  Exchange? 
Find  a  brand-name  auditor  to  bless  the  com- 
pany's books. 

That's  what  E.  David  Gable  had  in  mind  with  Carnegie 
International.  After  taking  the  helm  in  1996,  Gable  helped 
steer  the  tiny  Baltimore-area  outfit  into  a  string  of  disparate 
businesses,  including  gym  weights,  a  steak  house  and  voice- 
recognition  software. 

Despite  Gable's  aspirations,  Carnegie  was  still  small  pota- 
toes: For  fiscal  1997  the  company  reported  net  income  of  $1 .6 
million  on  revenue  of  $7  million.  Eager  to  elevate  Carnegie 
from  its  penny-stock  status.  Gable  turned  to  Chicago-based 
accounting  firm  Grant  Thornton  to  help  shepherd  the  com- 
pany through  the  Securities  &  Exchange  Commission.  In  April 
1999  Carnegie  was  granted  a  listing  on  the  Amex. 

The  celebration  was  short-lived.  One  day  after  Carnegie 
began  trading,  the  SEC  started  questioning  the  accounting  on 
some  of  Carnegie's  offshore  transactions.  Nine  months  later 
the  company  was  delisted.  Today  Carnegie  shares  trade  over- 
the-counter  for  1 1  cents. 

With  losses  mounting  and  its  telecom  business  in  the 
dumps,  Carnegie  was  hit  by  a  dozen  lawsuits,  including  a 
class  action  brought  by  shareholders.  Carnegie's  response? 
Blame  its  deeper-pocketed  accountant.  In  May  2000 
Carnegie  sued  Grant,  demanding  $2.1  billion  in  damages. 
There's  a  certain  comic  aspect  to  this  suit — rather  Hke  a  kid 
suing  his  parents  for  bringing  him  up  wrong.  Equally  comi- 
cal: A  judge  in  Maryland  is  letting  this  farce  go  to  trial. 

Alas,  audit  quality  is  no  laughing  matter  at  Grant.  In 
court  last  month  the  Federal  Deposit  Insurance  Corp.,  as  re- 
ceiver for  the  defunct  First  National  Bank  of  Keystone 


>  iN-  the  I4ut|ibers 


By  suing  its  former  auditors,  Grant  Thornton,  Carnegie  Interna- 
tional hopes  to  get  a  windfall  for  what  it  calls  a  botched  audit. 


Amount 
Carnegie  made 
in  revenue 
last  year. 


Amount 
Carnegie  paid 
Grant  Thornton  in 
auditing  fees. 


Amount  of  damages 
Carnegie  wants  from 
Grant  Thornton 
in  its  suit. 


(W.  Va.),  asked  for  $150  million  in  damages  for  what  it  calls 
faulty  auditing  by  Grant.  Grant  says  the  suit  has  no  merit. 

Had  Grant  looked  more  closely  at  Carnegie's  barbells- 
to-barbecue  approach  to  business,  the  accountants  might 
have  thought  twice  about  taking  it  on  as  a  client.  Around 
the  time  Grant  began  auditing  Carnegie's  books.  Gable, 
also  a  former  musician,  was  busy  in  court  suing  brokerage 
house  Dean  Witter  Reynolds  for  mishandling  trade  orders 
in  Texas  American  Group,  a  Nevada-based  company  later 
targeted  by  the  SEC  for  issuing  unregistered  securities  and 
falsifying  its  balance  sheet. 

Dean  Witter  got  Gable's  case  against  it  dismissed.  Will 
Grant  be  so  lucky?  F 


No  Regrets 

With  a  settlement  on 
the  table,  Bill  Gates 
is  barely  bloodied  and 
definitely  unbowed.   ■  . 


BY  ELIZABETH  CORGORAN 

BILL  GATES  WAS  RELAXED  AND  CONFIDENT  AT  A 
small  dinner  party  in  New  York  in  late  October,  the 
night  before  the  launch  of  Windows  XP,  the  com- 
pany's newest  operating  system.  And  why  not?  Mi- 
crosoft's stock,  trading  above  $60,  is  up  40%  since  the  be- 
ginning of  the  year.  The  company  is  gearing  up  for  the! 
Nov.  15  launch  of  its  evidently  cool  Xbox  videogame  con- 
sole. And  on  Nov.  2  Microsoft  and  the  U.S.  government! 
agreed  to  a  settlement  of  the  four-year  antitrust  suit  oni 
terms  that  only  lightly  penalize  the  software  giant. 

Gates  was  too  cautious  to  gloat  over  that.  "When  onel 
gets  into  a  lawsuit,  it  has  a  life  of  its  own,"  was  his  non- 
specific comment  at  the  New  York  dinner.  As  far  as  GatesI 
is  concerned,  Microsoft  did  little — if  anything — wrong. 
In  the  appeals  court  decision,  he  declared,  "Most  of  the 
monopoly  maintenance  was  thrown  out." 

Others  at  Microsoft  are  trying  to  suggest  that  the 
company  is  growing  up.  lames  Allchin,  the  Microsoft  vicei 
president  for  platforms  who  ran  the  development  of  XP,I 
says  that  Microsoft  learned  several  lessons  from  its  anti- 
trust experience,  including  that  Microsoft  needs  to  take  ai 
stronger  leadership  role  in  the  industry.  "We've  been  a| 
leader — and  we  can  do  better,"  he  says. 

But  Gates  still  doesn't  see  it  that  way.  "I  don't  knowi 
what  Jim  meant,"  he  says.  F 


56     FORBES*  November  26,  2001 


Our  PRpcESS  to  reduce  sulfur  in  gasolinb 

11;;;;  HELPS  THOSE  WHO  don't  EVEN,  DRIVE. 


ilfur  is  a  naturally  occurring  element  in  gasoline  j 
id  contributes  to  air  pollution.  But  untilj^ 
:cently,  the  methods  used  to  remove j 
ilfur  from  gasoline  weren't  very  efficient.  So  j 
lillips  is  developing  a  new  process  thati 
moves  more  than  90%  of  the  sulfur  in,^ 
andard  gasohne  without  significant  loss  of?^ 


octane  or  volume,  lis  an  innovation  that  will 
help  us  reduce  harmful  emissions  from  cars, 
improve  air  quality  and  meet  proposed 
sulfur  regulations  for  years  to  come.  And 
it's  just  one  of  the  many  ways  we  live  up  to 
the  name  The  Perfotmance  Company, 

PHILLIPS  PETROLEUM  COMPANY 


r  a  copy  o/  pur  annual  report,  call  918-661-3700,  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartlesville,  OK  740Q4, 
:    f  .  , I,.,.  or'visitus  at\vww.philUps66.com. 


Ouija  TV 


BY  DIRK  SMILLIE 

AST  MONTH  JAMES 
Van  Praagh  struck 
up  a  three-way 
I  telephone  conver- 
sation between  the  living 
and  the  dead.  On  one  end 
was  the  husband  of  a 
woman  who  died  aboard 
United  Airlines  Flight 
175,  which  plowed  into 
the  World  Trade  Center. 
A  psychic  and  bestselling 
author,  Van  Praagh  relayed  the  man  a 
message  from  his  dead  wife.  "She  says 
she's  safe,  that  she's  okay,  but  I'm  also 
hearing  the  phrase  'hidden  govern- 
ments,'" intoned  Van  Praagh.  The  man 
sobbed. 

Precious  moments  like  these  are  usually 
conducted  behind  beaded  curtains.  (Re- 


Forget  reality  programming.  The  next  hot 
thing  on  TV  will  be  absolutely  surreal. 


member  Whoopi  Gold- 
berg in  Ghosfi.)  Now  the/  re 
going  prime  time.  Faced 
with  the  falling  ratings  in 
reality-TV  fare,  the  net- 
works are  readying  a 
slew  of  new  programs  cen- 
tered around  psychic  phe- 
nomena. 

Next  month  ABC  will 
air  Contact,  a  one-hour 
special  in  which  spiritual 
mediator  George  Ander- 
son will  help  celebrities  chat  with  the 
dead.  Ted  Danson  and  Queen  Latifah 
will  star  in  a  four-hour  miniseries  on 
CBS  about  a  psychic  who  helps  solve 
crimes  by  chatting  with  dead  murder 
victims.  Psychic  projects  are  also  in  the 
works  at  NBC  and  Fox. 

If  the  concept  boosts  ratings,  thank 


John  Edward,  the  psychic  host  of  th 
cult  hit  Crossing  Over.  Launched  in  Jul 
2000,  Edward's  show  on  the  Sci-P 
Channel  regularly  pulls  in  600,00( 
households,  impressive  by  cable  stan 
dards.  That  made  it  an  easy  sell  to  th 
200  broadcast  stations  that  began  airin: 
the  show  in  August. 

Then  there  are  the  low  productioi 
costs.  The  featured  guests  aren't  alway 
in  a  position  to  draw  a  salary. 

 Psychic  Syndication 


Paranormal  programs  on  the  slate 
for  2001-02 

ABC:  Psychic  George  Anderson  helps 
celebrities  like  Vanna  White  talk  to  dead  friends 
and  relatives  on  Contact. 

CBS;  Ted  Danson  plays  a  psychic  based  on  Jame; 
Van  Praagh's  life  in  a  four-hour  epic. 

Litton  Syndications:  Celebrity-hosted 
talk  show  features  a  rotating  panel  of  psychic 
and  paranormal  guests. 


POSSIBLY  YOU  DON'T  CARE  ABOUT  THE  PLIGHT  OF 
Peruvian  shepherds  tending  California  sheep — ^but 
Governor  Gray  Davis  does.  In  mid-October  he 
signed  legislation  aimed  at  making  life  a  bit  less 
woolly  for  the  thousand-odd  flock-tenders  in  his 
state,  most  of  whom  are  "guest 
workers"  from  Peru. 

A  generation  ago,  throughout  the 
West,  immigrants  from  Spain  were 
eager  for  these  jobs.  That's  why, 
today,  you  can  find  a  flock  of  Basque 
restaurants  in,  say,  Elko,  Nev.  Do- 
minique Minaberrigarai,  31,  a  sec- 
ond-generation sheep  rancher  in  Bakersfield,  Calif.,  says  that 
when  his  Basque  father  came  to  the  U.S.  in  1952  to  be  a  shep- 
herd, "he  was  given  a  donkey  and  a  bedroll  and  not  even  a 
tent  and  put  out  in  the  middle  of  the  Mojave  desert." 

Toilets,  rimning  water,  electricity  and  communication  with 
the  outside  world  may  be  lacking.  But  despite  the  privations, 
being  a  shepherd  isn't  necessarily  a  bad  deal,  especially  for 
"guests"  from  poor  countries.  In  California  ranchers  had  been 


Baaad  News 

Government  thinks  shepherds  need 
better  pay,  cell  phones. 


BY  ALAN  FARNHAM 


paying  workers  about  $900  a  month.  The  workers  are  exemp 
from  payroll  taxes,  pay  no  rent  and  get  fi-ee  food.  Over  th 
life  of  a  typical  three-year  contract,  a  shepherd  could  senc 
home  $30,000,  and  that  kind  of  money  goes  far  in  Peru  (no 
to  mention  Mongolia,  another  source  of  guests).  Shepherd 
typically  get  a  round-trip  ticket  t( 
their  native  country  and  two  weeks 
paid  vacation. 

"It  was  a  system  that  was  workinj 
very  well,"  in  Minaberrigarai's  opin 
ion.  Not  so  in  Victor  Flores'.  Flores, ; 
shepherd  who  is  fast  becoming  th( 
Cesar  Chavez  of  sheep,  joined  witl 
other  labor  advocates  to  get  the  governor  to  raise  wages  tc 
$1,050  a  month.  The  reform  legislation  also  guarantees  shep 
herds  regular  mail  delivery  and  access  to  a  cell  phone.  If  the^ 
still  have  a  job,  that  is.  The  wage  increase,  combined  with  a  col 
lapse  in  the  price  of  lamb,  already  has  led  to  shepherd  layoffs 
Some  ranchers  are  switching  operations  out  of  sheep  and  into 
cattle.  Minaberrigarai  himself  is  exploring  new  commercia 
uses  for  his  flock.  Like?  Rent-a-sheep  weed  control. 


Uncover  the  Value 


***** 

Prudential  Jennlson  Equity  Opportunity  Fund  (Class  A)* 

5-Star  Overall  Morningstar  Rating™  as  of  9/30/01  among  4.633  donnestic  equity  funds 


Meet  Your 
Managers 

Bradley  Goldberg, 
CFA,  has  managed  the 
Fund  since  its  inception 
in  November  1996.  Brad, 
an  Executive  Vice  President 
at  Jennison  Associates, 
has  over  30  years  of 
investing  experience. 

Brad  was  joined 
by  co-managers 
Mark  DeFranco  and 
Brian  Gillott,  both 
Vice  Presidents  of 
Research  at  Jennison. 
IVlark  joined  Jennison  in 
1998  from  Pomboy  Capital, 
where  he  was  a  portfolio 
manager.  Brian  arrived  at 
Jennison  in  1998  following 
analyst  positions  at  Soros 
Fund  Management  and 
Goldman  Sachs. 


Prudential  Jennison  Equity  Opportunity  Fund 

If  you  are  looking  for  a  five-star  fund  to  balance  your  portfolio, 
consider  adding  a  proven  value  performer — the  Prudential 
Jennison  Equity  Opportunity  Fund. 


A  dynamic  approach  to  value. 

Unlike  traditional  "deep  value"  funds 
that  buy  stocks  based  solely  on  their  cheap 
valuations,  the  Prudential  Jennison  Equity 
Opportunity  Fund  seeks  out-of-favor  companies 
with  dynamic  earnings  growth  prospects 
for  the  next  12  to  18  months. 

Rigorous  research. 

The  Fund's  managers  work  closely  with 
Jennison's  in-house  team  of  equity  analysts, 
who  conduct  research  on  over  400  companies. 
Their  exhaustive  research  process  includes 
direct  contact  with  each  company's  senior 
management,  and  with  Jennison's  established 
network  of  Wall  Street  contacts. 


Flexible  investment  selection. 

As  a  multi-cap  fund,  the  Fund  has  the 
flexibility  to  hold  stocks  of  any  market 
capitalization.  A  company's  potential  for 
earnings  growth — not  its  size — is  the 
primary  basis  for  stock  selection. 

Opportunity  is  knocking. 

For  more  information  on  the  Fund, 
including  charges  and  expenses,  call 
today  for  a  free  prospectus.  Please 
read  the  prospectus  carefully  before 
you  invest  or  send  money. 

1-800-THE-ROCK  ext.  5584 
prudential.com 


Prudential  (£  Financial 


Crowing  and  Protecting  Your  Wealth" 


1st  performance  is  no  guarantee  of  future  results.  Investment  return  and  principal  value  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original 
St.  The  Fund  may  invest  in  foreign  securities,  which  ore  subject  to  the  risks  of  currency  fluctuation  and  the  impact  of  social,  political,  and  economic  change.  The  Fund 
ay  also  invest  in  derivatives  and  moke  short  sales.  These  risks  may  result  in  greater  share  price  volatility.  The  Fund  may  invest  up  to  30%  of  its  assets  in  fixed  income  obligations  such  as 
rporate  bonds  and  U.S.  government  securities,  as  well  as  up  to  1 0%  of  total  assets  in  high  yield  or  "junk"  bonds,  which  ore  subject  to  greater  credit,  liquidity  and  market  risks.  There  is  no 
surance  the  Fund's  objective  will  be  achieved.  Because  of  ongoing  market  volatility.  Fund  performance  moy  be  subject  to  substantial  short-term  changes.  'Class  A  shaies  have  a  front-end  sales  charge 
5  1  For  eoch  tunri  wrth  ot  least  a  three-year  history,  Morningstai  calculates  a  Mornrngstor  Rating'"  metric  each  month  by  subtrochng  the  return  on  o  90-(lay  U.S.  Treasury  Bill  from  the  fund's  lood-odiusted  return  for  the  same  period,  ond  then 
justing  this  excess  return  for  risk.  The  top  10':i)  of  funds  in  eoch  broad  asset  doss  receive  5  stars,  the  next  22.5%  receive  4  stars,  the  next  35%  receive  3  stars,  the  next  22,5°'o  receive  2  stars  and  the  bottom  10%  receive  1  star.  The  Overall 
iiningstar  Rating'"  for  a  fund  is  derived  from  a  weighted  average  of  the  performance  figures  associated  with  its  three-,  hve-  ond  ten-year  (if  applicable)  Morningstar  Rating'"  metrics.  Foi  the  three-year  period,  the  Prudentiol  Jennison  Equity 
portiinily  Fund's  Class  A  shares  v*ere  rated  5  stars  among  4,633  funds.  Morningstar  Roting'"  is  for  tlie  A  share  class  only;  other  classes  may  have  different  performance  charactenstics.  Shares  of  the  Fund  are  distributed  by  Prudenhol  Investment 
inogement  Services  LLC  (PIMS),  member  SIPC,  Newark,  Nl.  PIMS  is  a  Prudential  compony.  The  Fund  offers  four  classes  of  shares.  Class  A,  B,  C,  ond  I  shares  have  a  common  portfolio,  although  their  fees,  expenses,  soles  charges,  ond 
eption  dotes  moy  vary  Because  of  these  differences,  returns  to  investors  may  also  vary.  Prudentiol  Financial  is  o  service  mark  of  The  Prudential  Insurance  Company  of  America,  Newark,  NJ  and  its  affiliates.  IFS-A066076 
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Publish  more  succpss 
stories 


TOYOTA 


Sometimes  it  takes  a  great  idea  to  give 
power  to  good  intentions.  We  tliinl<  the 
National  Center  for  Family  Literacy  is  a 
great  idea,  and  that's  why  Toyota  is  proud 
to  be  one  of  its  major  supporters. 

NCFL  is  the  leader  in  parent-child  learning. 
It's  a  powerful  way  to  develop  learning 
skills  in  young  children  by  helping 
disadvantaged  parents  complete  their 
own  education  and  learn  important  life 
skills  at  the  same  time.  Parents  and  kids 
study  together,  play  together,  become 
motivated  to  succeed  together. 

Toyota  has  provided  support  to  more 
than  150  family  literacy  programs  across 
America,  helping  to  break  the  generation 
to  generation  cycle  of  underachievement 
and  poverty.  By  supporting  NCFL,  we  hope 
that  the  book  on  missed  opportunities 
will  one  day  be  closed  forever. 

To  learn  more  about  the  great  work  of 
NCFL,  visit  www.famlit.org. 

www.toyota.com/tomorrow 


What's  Eating 

EMC? 

The  Storage  king  blames  its  trouble  on  the  high-tech  depression, 
Some  of  its  toughest  problems  are  of  its  own  creation. 


BY  DANIEL  LYONS 

POOR  JOSEPH  TUCCI.  IN  JANU- 
ary,  when  he  took  over  as 
chief  executive  of  EMC  Corp., 
the  data-storage  powerhouse 
had  just  turned  in  a  record 
year,  with  sales  of  $8.9  billion  and 
prospects  for  $12  billion  this  year. 
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Then  the  bottom  dropped  out  of 
high  tech.  In  the  third  quarter  EMC's 
sales  plunged  47%,  producing  a  $1  bil- 
lion loss  on  one-time  charges. 

Wounded  by  the  bad  economy  and 
unexpected  competition,  EMC  now 
will  eke  out  $6.8  billion  in  revenues 
this  year,  and  sales  could  decline  by 


nearly  $1  billion  in  2002,  a  consensus 
of  analysts  say.  EMC  says  operating 
losses  will  continue  until  the  middle  of 
next  year.  "I've  seen  the  economy  this 
bad,  but  I  have  never  seen  it  turn  this 
bad  this  fast,"  Tucci  says. 

These  days  he  is  busy  laying  ofl 
4,000  of  EMC's  23,000  workers,  re-i 


'imping  the  sales  force  and  scrapping 
^ng-term  development  projects.  He  is 
i  eeting  with  customers,  bashing  arch- 
\  a!  IBM,  announcing  a  huge  win  at 
'al-Mart  and  suing  executives  who  de- 
ct  from  EMC.  And  Tucci  is  rolling  out 
jw  software  products  and  shifting 
aCs  focus  from  hardware  to  software 


and  services.  He  has  even  resorted  to 
signing  on  Dell  Computer  to  resell  EMC 
storage  boxes. 

The  message:  Damn  the  economy, 
we're  still  moving  forward.  But  some  of 
EMC's  troubles  go  beyond  recession  and 
owe  more  to  its  own  missteps.  It  hung 
on  to  an  old  design  too  long,  used  bare- 


"I've  seen  the 
economy  this 
bad,  but  I  have 
never  seen  it  turn 
this  bad,  this  fast." 

knuckle  tactics  to  extract  orders  from 
customers  and  had  a  board  of  directors 
packed  with  pals  of  the  company 
founder.  Tucci  will  need  more  than  an 
economic  rebound  to  get  EMC  back  on 
its  feet. 

Boston  native  Richard  Egan 
founded  EMC  in  1979,  originally  selling 
office  furniture.  He  moved  into  mem- 
ory boards  in  1981,  took  EMC  public  in 
1986  and  entered  the  storage  business  a 
few  years  later.  Pay  dirt:  Sales  soared 
more  than  tenfold  from  1993  to  2000, 
and  EMC's  stock  price  rose  an  astound- 
ing 800-fold  from  1990  to  2000. 

But  in  some  ways  EMC  still  operates 
like  a  family  furniture  business.  Egan,  a 
Marine  during  the  Korean  War,  ran 
EMC  until  1992  and  held  a  board  seat 
and  the  chairman's  title  until  this  year; 
he  now  owns  less  than  1%  of  the  stock. 
Yet  for  years  he  ran  the  company  like  a 
private  fiefdom,  packing  the  board  with 
family  and  friends. 

He  resigned  in  October  to  become 
the  U.S.  Ambassador  to  Ireland,  but 
his  cronies  remain.  The  eight-mem- 
ber board  includes  his  son,  his 
brother-in-law  and  a  college  chum, 
Michael  Cronin,  a  veteran  Massachu- 
setts tech  exec.  Until  this  year  his  wife, 
Maureen,  and  one  of  his  neighbors, 
loseph  Oliveri,  were  on  the  board,  too. 
The  only  real  outsider,  Alfred  Zeien, 
71,  a  former  chief  of  Gillette,  joined 
only  in  1999. 

The  inbred  board  isn't  to  blame  for 
the  industrywide  downturn  or  for  the 
fact  that  storage  prices  are  now  falling 
50%  a  year,  but  a  more  independent 
lineup  might  have  helped  EMC  respond 
to  market  shifts,  says  Sarah  Teslik,  ex- 
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ecutive  director  of  the  Council  for  In- 
stiuilional  Investors.  "Wiien  you  see  a 
board  like  this,  trouble  is  waiting  to 
happen,"  says  Teslik,  adding  that  EMC's 
board  composition  is  among  the  worst 
in  the  S&P  300. 

Alas,  now  that  sales  are  tanking  and 
the  stock  has  collapsed  to  $13  from  a 
52-week  high  of  $99,  EMC's  problems 
have  been  laid  bare.  An  outdated  man- 
ufacturing operation  contributes  to 
bloated  costs.  Its  richly  paid  sales  force 
has  gained  a  reputation  for  bullying 
customers. 

Worst  of  all,  EMC's  technology  has 
fallen  behind.  For  years  EMC's  Sym- 
metrix  system — a  refrigerator- size  box 
of  disk  drives  that  sells  for  $1  million  or 
more — was  the  best  in  the  world.  So 
good,  in  fact,  that  EMC  got  away  with 
charging  two  or  three  times  what  rivals 
like  IBM  and  Hitachi  Data  Systems 


charged.  But  today  IBM  and  Hitachi  sell 
products  that  are  at  least  as  good,  and 
they  cost  much  less. 

"Hitachi's  system  was  twice  as  fast  as 
EMC's  and  cost  half  as  much,"  says 
Matthew  Zafuto,  a  technology  director 
at  Xcel  Energy.  The  utility's  trading  divi- 
sion chose  Hitachi  because  its  system 
uses  the  newest  industry  standard  for  fast 
data  access.  Fiber  Channel,  a  speedy 
fiber-optic  technology  that  EMC's  Sym- 
metrix  lacks. 

Hitachi  introduced  the  fiber  feature 
as  well  as  a  speed-boosting  "cross-bar 
switch"  in  June  of  2000,  but  EMC  won't 
be  able  to  match  that  until  it  rolls  out  the 
next  version  of  Symmetrix  late  next  year. 

IBM,  too,  uses  fiber  technology  in  its 
storage  products,  accessing  data  at  100 
megabytes  per  second  or  more,  faster 
than  EMC's  older  design. 

Some  customers  that  switched  fi-om 


EMC  to  IBM  also  cite  better  manage^ 
ment  software  fi"om  IBM,  letting  therr 
run  the  setup  themselves  without  pay- 
ing the  stiff  service  charges  EMC  levies. 

"EMC  is  blaming  poor  sales  on  th( 
economy,  but  there  is  a  fundamental 
shift  going  on,"  says  William  Homa, 
chief  information  officer  at  Hannaforc 
Bros.,  a  grocery  chain.  Homa  was  an 
EMC  customer  for  eight  years  bui 
switched  to  IBM  this  year.  "I  love  EMC," 
he  says,  "and  a  change  like  this  is  trau] 
matic.  But  IBM's  technology  was  supe-* 
rior.  It  wasn't  the  cost.  It  was  perfor^ 
mance.  IBM  has  leapfrogged  EMC." 

Other  customers  are  gleefully  defect- 
ing after  years  of  arm-twisting  frorr 
EMC's  tough-guy  sales  reps.  Says  ont 
customer  who  recently  dumped  EMC 
"I  stopped  listening  to  them.  I  didn'' 
believe  anything  they  said  anyway." 

EMC  claims  Symmetrix  is  stiU  year; 


CRONY  CAPITALISM 


EMC's  board  is  a  cozy  place,  packed 
with  the  family  and  friends  of  founder 
Richard  Egan.  Perhaps  the  coziest 
arrangement  belonged  to  Egan's 
neighbor,  Joseph  Oliveri,  who  served 
on  EMC's  board  while  also  running 
an  electronics  distributor  that  sold 
parts  to  EMC.  Last  year  his  company, 
Jaco  Electronics,  sold  $35  million 
worth  of  parts  to  EMC  and  paid  Oliv- 
eri a  bonus  equal  to  2%  of  the  gross 
profit  on  those  sales,  says  Joel 
Girsky,  Jaco's  chief  executive.  Oliveri 
recently  resigned  from  the  board. 
EMC  would  not  say  why  and  Oliveri 
did  not  return  calls. 

Michael  Ruettgers,  EMC's  execu- 
tive chairman,  saw  no  problem  with 
Oliveri's  arrangement.  But  he  hopes 
to  get  two  outside  directors  to  re- 
place Oliveri  and  Egan,  who  resigned 
in  October  to  become  the  ambas- 
sador to  Ireland. 

Egan's  clan  maintains  close  ties. 
His  brother-in-law,  Thomas  Fitzger- 
ald, handles  EMC's  corporate  insur- 
ance, a  deal  worth  $2.8  million  last 
year.  Son  Christopher  runs  a  real  es- 
tate firm  that  leases  property  to  EMC. 
One  nephew,  Brian  Fitzgerald,  is 
EMC's  director  of  pi-omotions,  an- 
other, Paul  Noble,  consults..     — D.L. 


RICHARD  J.  EGAN 

Founded  EMC.  Chairman  1979-2001. 
Resigned  board  Oct  2001. 
Now  ambassador  to  Ireland. 


MICHAEL 
C.RUETTGERS 

CEO  of  EMC.  1992- 

2001.  Director, 
1992-present  Now 
executive  chairman. 


MAUREEN 
(FITZGERALD) 
EGAN 

Richard  Egan's 
wife.  EMC  direc-^ 
tor,  1993  to  2001. 


JOSEPH  M.  TUCCI 

CEO  of  EMC,  2001-present.  - 
Director,  2001-present 


THOMAS  A. 
FITZGERALD 

Richard  Egan's 
brother-in-law. 
Sells  insurance 
to  EMC. 


ALFRED  M. 
ZEIEN 

.  former  CEO  of 
Gillette,  Director, 
jf  '1999-present. 


BRIAN 
FITZGERALD 

Richard  Egan's 
nephew.  Director 
of  promotional 
programs  at  EMC. 


JOHN  R.  EGAN 

V    Egan's  son.  EMC  ex- 
ecutive vice  president, 
1986-1998.  Now  con- 
sults to  EMC.  Director, 
i992-present. 


W.PAUL 
FITZGERALD 

Egan's  brother-ln 
law.  EMCCFO, 
1988-1995.  Director, 
1991-present. 


MICHAEL  J. 
CRONIN 

Egan's  college  pal. 

CEO  Cognition 
Corp.,  where  Egan 

was  a  director. 

EMC  director 

1990-present. 


JOSEPH  F 
OLIVERI 

Egan's  neighbor. 
Sells  electronics 
to  EMC.  Director 
1993-2001.  Re- 
signed board  Oc- 
tober 2001. 
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CHRISTOPHER  F  EGAN        ^  / 

Richard  Egan's  son.  President  of  Carruth 
Capital,  leases  real  estate  to  EMC. 
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ad  of  the  competition,  but  analysts 
EMC  can  no  longer  demonstrate  a 
ir  advantage  and  now  must  compete 
price.  Day  in  and  day  out  EMC  faces 
iomach-churning  choice:  Lose  cus- 
iiers — or  lose  money, 
in  September  EMC  closed  a  deal  at 
ook  publisher  Houghton  Mifflin  by 
ffering  hardware  for  20%  less  than 
BM  and  Hitachi.  Such  discounts  are 
utting  EMC's  cushy  gross  margins, 
^hich  are  down  from  60%  to  30%  in  a 
ear,  says  Andrew  Neff  of  Bear  Stearns. 

The  problem  begins  with  the  fact 
hat  Symmetrix  is  getting  long  in  the 
ooth.  The  first  system  was  shipped  in 
991.  EMC's  engineers  created  a  bril 
iant  product  but  fell  so  deeply  in  love 
/ith  their  progeny  that  they  were  slow 
0  scrap  It  in  favor  of  newer  designs  that 
rauld  keep  up  with  the  competition. 

Symmetrix's  roots  go  back  to  1987, 
k'hen  Richard  Egan  hired  a  brilliant  Is- 
aeli  engineer,  Moshe  Yanai,  to  develop 
le  device.  Yanai,  who  holds  at  least  20 
atents  on  the  Symmetrix  architecture, 
ut  an  uncommonly  lucrative  deal  tliat 
laid  him  a  1%  slice  of  Symmetrix  rev- 
nues,  with  another  1%  share  divvied 
ip  among  his  five  lieutenants. 

Over  the  years  Yanai  raked  in  mil- 
ons  and  at  times  was  EMC's  highest- 
laid  executive,  earning  more  than  even 
he  boss,  says  one  former  insider.  A  few 
ears  ago  an  EMC  board  member,  John 
unningham,  a  retired  president  of 


A  founder's  fiefdom:  Richard  Egan  ran  EMC  as  his  own 


sonal  interest  ahead  of  the  company's. 
EMC  says  giving  the  engineers  a  slice  of 
sales  made  them  work  all  the  harder. 

Yanai's  1%  deal  is  no  longer  in 
place,  Ruettgers  says.  But  Yitnai  remains 
a  legend  at  EMC,  where  the  joke  was 
that  EMC  secretly  stands  for  "Eventually 
Moshe's  Company." 

A  former  Israeli  military  officer, 
Yanai  gives  employees  rides  in  a  heli- 
copter he  lands  on  the  grounds  of  the 
company's  Hopkinton,  Mass.  head- 


Has  opposition  from 
Yanai  stymied  Clariion? 
"It's  been  common  knowl- 
edge over  the  years  that  if 
Moshe  didn't  endorse 
something,  the  sales  guys 
wouldn't  push  it,"  says 
Steve  D'uplessie,  a  former 
liMC  sales  rep  who  now 
l  uns  a  research  company 
I  hat  follows  EMC. 

EMC  insists  Yanai  did 
not  push  the  sales  force  to 
Ignore  Clariion.  But  Joe 
fucci,  now  finishing  up  a 
rough  first  year  as  chief, 
concedes  EMC  sellers 
shunned  the  cheap  Clari- 
ion box  and  continued  to 
lead  with  Symmetrix,  fail- 
ing to  recognize  that  cus- 
tomers wanted  cheaper 
systems.  That  helped  pre- 
cipitate EMC's  current  sales 
plunge,  as  IBM  and  Hitachi  swept  in 
and  scooped  up  business  that  EMC 
missed. 

In  October  I'ucci  struck  a  reseller 
deal  to  sell  Clariion  through  Dell,  reck- 
oning Dell  can  do  what  EMC's  sales 
force  couldn't.  He  also  commanded  his 
sales  force  to  start  hawking  Clariion  just 
as  hard  as  Symmetrix.  Yanai's  team, 
however,  still  sends  a  conflicting  mes- 
sage: In  September  it  produced  a  new, 
small  version  of  Symmetrix  that  will 


''Wheji  pu  see^jioaiid  like  Ibis,  Im^^ 


Vang  Laboratories,  complained  to 
hen-chairman  Egan  that  Yanai  and 
thers  were  being  paid  too  much.  Egan 
;sponded  by  pushing  Cunningham  off 
c  board.  An  EMC  spokesman  says 
Cunningham  chose  to  resign. 

The  key  question:  Did  Yanai's  1% 
ut  of  Symmetrix  sales  make  him  reluc- 
nt  to  scrap  the  aging  technology  in 
ivor  of  a  newer  approach?  Yanai  de- 
lined  to  be  interviewed.  Michael 
uettgers,  EMC's  executive  chairman, 
ho  was  chief  executive  from  1992 
ntil  handing  the  job  to  Tucci  in  Janu- 
ry,  says  Yanai  has  never  put  his  per- 


quarters  and  has  an  army  of  engineers 
reporting  to  him.  EMC  keeps  him  under 
wraps,  rejecting  interview  requests  and 
avoiding  any  disclosure  of  his  compen- 
sation in  federal  filings  because  he  is 
not  an  officer 

One  former  insider  says  Yanai  op- 
posed EMC's  $1  billion  acquisition  of 
Data  General  in  1999,  though  it  gave 
EMC  a  low-end  box  called  Clariion.  It 
costs  half  the  price  of  a  similar  Sym- 
metrix and  boasts  the  Fiber  Channel 
that  Symmetrix  lacks.  The  insider  says 
Yanai  believes  that  EMC  doesn't  need 
Clariion. 


compete  with  Clariion. 

Tucci,  meanwhile,  cuts  back, 
abandoning  development  of  video- 
storage  technology  despite  expecta- 
tions that  the  new  business  will  boom 
in  five  or  ten  years.  Last  year,  when 
FORBES  put  EMC's  Ruettgers  on  the 
cover,  he  vowed  to  ensure  that  EMC 
would  stay  on  top,  unlike  defunct 
neighbors  like  Wang,  Prime  Computer 
and  Data  General  along  Boston's 
Route  1 28  beltway.  These  days  he  talks 
of  how  EMC  won't  go  bankrupt — it 
has  $5  billion  in  cash.  What  a  differ- 
ence a  year  makes.  F 
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In  a  deal  with  the 
forces  of  Rupert 
Murdoch  and  Walt 
Disney,  billionaire 
Haim  Saban  comes 
out  with  the 
biggest  smile. 

BY  KERRY  A.  DOLAN 
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THE  BIGGEST  CASH  PAYOUT 
ever  to  a  Hollywood  mogul — 
$1.5  billion — has  just  gone  to 
a  self-described  "cartoon 
schlepper"  named  Haim 
Saban.  He's  no  celebrity,  but  if  you've 
been  around  young  children  (especially 
boys)  in  the  last  eight  years,  you  proba- 
bly know  the  program  that  launched  his 
success:  Mighty  Morphin  Power  Rangers. 
Yes,  that  live-action  Japanese  import  in 
which  the  teenage  actors  morph  into 
karate-kicking  dynamos  and  grunt 


"Hai-ya!"  Power  Rangers  were  the  best- 
selling  licensed  toys  of  the  1990s — S6 
billion  at  wholesale  since  1993,  b) 
Saban's  reckoning. 

Mixing  self-deprecating  humor  wdth 
an  ego  to  match  his  burgeoning  waUet, 
this  57-year-old  entertainment  titan  is 
unlikely  to  let  his  money  sit.  But  where 
the  dough  will  go — and  whether  Saban 
can  repeat  his  magic — is  far  from  clear. 

His  big  payday  itself  was  in  limbo 
untU  late  October.  After  marathon  nego- 
tiations, Walt  Disney  Co.  won  only  a\ 


increase  earnings 
-  reduce  taxes 

maximize  operational  efficiency 


-{  and  you  thought  real  estate  was  just  about  real  estater  ] 


Real  estate  is  no  longer  defined  by  the 
typical  bricks  and  mortar  transaction. 

At  Cushnnan  &  Wakefield,  we  do  things  with 
real  estate  that  you  never  thought  possible. 
Through  sophisticated  analyses,  we  find 
unconventional  new  ways  to  transform  it  into 
a  powerful  financial  tool  that  can  invigorate 
your  business — from  boosting  stock  price  to 
bolstering  the  bottom  line. 

It's  time  to  start  thinking  differently  about 
real  estate. To  see  how  we've  leveraged  its 
true  potential  for  other  companies,  visit  us 
at  cushmanwakefield.com/success. 
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Mif  hfv  Mnrnhin'  Saban  

1 975  Haim  Saban  moves  to  Paris  after  he  goes  into  debt  as  a  concert 
promoter  in  Israel  following  the  Yom  Kippur  War.  Net  worth:  negative. 

1983  After  building  a  business  in  Paris  managing  and  producing  music 
for  TV  shows,  Saban  moves  to  Los  Angeles.  Net  worth:  $500,000. 

1989  Establishes  a  niche  by  providing  free  music  for  cartoons  in  return 
for  royalties.  Sells  25%  of  the  company  to  Luxembourg  broadcaster  RTL  for 
$15  million.  Net  worth:  $45  million. 

1994  Power  Rangers  enters  its  second  season  on  Fox  TV.  Licensed 
merchandise  sales  balloon  to  $1.6  billion  worldwide.  Net  worth:  $200  million. 

1995  Saban  Entertainment  and  Fox  Kids  TV  form  a  joint  venture.  Buys  back 
stake  from  RTL  for  $40  million.  Net  worth:  $250  million. 

1997  With  Fox,  buys  Pat  Robertson's  cable  TV  Family  Channel  for  $1.9  billion, 
using  borrowed  funds.  Net  worth:  $250  million. 

2001  Prompts  sale  of  Fox  Family  Worldwide  to  Disney  for  $2.9  billion  in  cash 
plus  assumption  of  debt.  His  take:  $1.5  billion.  Net  worth:  $2  billion.  —K.A.D. 


$100  million  reduction  in  the  $5.3  bil- 
lion— including  debt  assumption — it 
had  agreed  to  pay  for  Fox  Family  World- 
wide. This  was  the  cable  network  joint 
venture  that  Saban  had  earlier  formed 
with  Rupert  Murdoch's  interests.  In  ad- 
dition, Fox  is  paying  Saban  some  $60 
million  (neither  will  reveal  the  exact 
number)  for  his  share  of  the  14  hours  a 
week  time  slot,  dubbed  Fox  Kids  Net- 
work, that  Murdoch  will  continue  to 
broadcast  on  Fox. 

Saban's  formidable  bargaining  skills 
were  earlier  used  in  exercising  a  put  op- 
tion in  the  contract  with  Fox  that  re- 
quired Murdoch  to  buy  hini  out.  At  the 
time — and  through  late  October,  until 
EchoStar  won  the  bidding — News  Corp. 
had  been  intent  on  acquiring  DirecTV 
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from  General  Motors,  at  a  price  that 
would  have  strained  the  News  Corp.  bal- 
ance sheet.  The  last  thing  Murdoch  and 
his  operations  chief,  Peter  Chernin, 
needed  was  to  play  a  poker  game  with 
Saban  over  the  value  of  Fox  Family.  Four 
months  into  the  process,  Fox  Family  was 
for  sale  to  outsiders. 

Saban's  timing  remained  impecca- 
ble. He  triggered  the  deal  with  Disney 
just  prior  to  a  drop  in  both  media  and 
Disney  valuations.  By  the  time  the 
mioney  changed  hands,  says  Sutro  &  Co. 
analyst  David  Miller,  Fox  Family  went 
for  60%  more,  as  a  multiple  of  operat- 
ing income,  than  Viacom  paid  when  it 
acquired  Black  Entertainment  Televi- 
sion in  January. 

The  essence  of  the  Saban  money 


touch  is  an  uncanny  ability  to  parlay 
small  properties  into  big  ones.  He  enj 
tered  into  the  Fox  venture  in  1995,  whei| 
his  biggest  hit,  Power  Rangers,  was  at  itj 
peak.  Fox  didn't  do  badly,  but  it  didn'' 
get  everything  it  hoped  out  of  the  ultii 
mate  arrangement;  Saban,  after  joininj 
forces  with  Fox,  failed  to  come  up  witl 
another  kids'  hit. 

"Sure,  we  were  disappointed  [witl 
Fox  Family  Channel's  performance]," 
says  Peter  Chernin.  "We  all  would  hav< 
wanted  the  progress  to  go  faster,  but '. 
also  think  reality  suggests  that  thes< 
things  take  a  long  time." 

Others  are  less  charitable.  "Sabar 
didn't  do  a  real  good  job  of  operating 
this  company,"  says  UBS  Warburg  ana- 
lyst Christopher  Dixon.  "He  missed  2 
huge  opportunity  to  leverage  Fox's  pro- 
gramming to  a  much  wider  audience." 

Saban  insists  he  sold  a  winner.  Foj 
Family  had  "four  quarters  of  consecu- 
tive grov^^h  in  the  very  important  18-3^ 
and  18-49  demographics.  We  hav« 
transformed  this  channel  from  a  senior- 
citizen  channel  to  a  true  family  chan- 
nel," he  boasts.  "That's  very  difficult."' 

Saban  has  also  remade  his  lot  in  lifei 
Born  in  Alexandria,  Egypt,  he  moved  tc 
Israel  with  his  family  at  age  12.  His  fa- 
ther got  work  selling  office  supplies.  Hij 
mother,  a  seamstress,  worked  from  the 
family's  one-room  flat  in  Tel  Aviv.  A  nat- 
ural instigator,  Haim  was  kicked  out  o; 
agricultural  boarding  school  for  leading 
one  too  many  protests. 

While  serving  in  the  Israeli  army] 
he  landed  a  booking  for  his  band.  Onl) 
problem  was,  he  didn't  have  a  band  oit 
know  how  to  play  an  instrument. 
Saban  found  an  existing  group,  the 
Lions,  and  learned  to  play  bass  guitai 
in  what  became  a  popular  Israeli  Beat- 
les tribute  band.  "I  was  so  bad  the  firsl 
couple  months,  half  of  the  set  my  am- 
plifier would  be  on  minimum  vol- 
ume," he  grins. 

In  1983  Saban  found  his  way  to  Los 
Angeles  and  came  up  with  a  licensing 
scheme  as  clever  as  the  one  that  BiU 
Gates  cut  with  IBM  for  the  original  PC 
Saban  offered  to  give  TV  studios  fre^ 
music — some  of  which  he  wrote  him- 
self— for  use  in  cartoons.  But  he  re- 


iiiii  iriniiiiiiiiiiiiiiiiiiiHiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiii  iiiiiii  iiiiiii  ■! 
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UPS  Helps  Manhattan  Fruitier  Jump  Through  Holiday  Hoops 


Any  day  gets  long  when  your  back-office  operations  aren't 
in  sync  with  the  rest  of  the  business  —  or  even  worse, 
with  your  custonners'  needs.  Add  a  holiday  surge,  and 
you're  destined  for  some  surprises  that  weren't  on  your  wish  list. 

Businesses  that  experience  seasonal  surges  understand  effi- 
ciency is  golden,  as  well  as  the  solutions  that  streamline  operations. 
Just  ask  Jehv  Gold,  owner  of  Manhattan  Fruitier,  whose  exotic  gift 
basket  sales  spike  from  approximately  1 50  on  a  typical  day  to  3,500 
a  day  during  the  three  weeks  prior  to  Christmas.  That  accounts  for 
40%  of  annual  revenue,  so  Jehv  has  little  time  for  chaos. 

When  Jehv  started  Manhattan  Fruitier  in  1987,  priorities  came 
to  him  naturally.  "Customers  would  come  first,  and  I  assumed 
stress  management  would  have  to  be  a  luxury,  at  least  for  a 
while,"  Jehv  says,  "but  UPS  helped  me  with  both." 

First,  he  put  together  the  ultimate  gift  list  —  the  finest  caviar, 
cigars,  chocolates  and  exotic  fruits.  Next,  he  needed  flexible,  reli- 
able deliver/  options  to  serve  corporate  clients,  as  well  as  resi- 
dential consumers.  He  turned  to  UPS  for  premium  express  to  eco- 
nomical ground  services. 

When  Manhattan  Fruitier  began  selling  online  (www.manhat- 
tanfruitier.com),  Jehv  worked  with  UPS  to  integrate  UPS's  Online 
Tools  to  provide  customers  24-hour  order  status.  Customers  now 
track  with  an  order  number  right  from  the  company's  site. 

Tim  Geiken,  UPS  vice  president  of  e-commerce,  notes, 
"Research  clearly  indicates  that  most  customers  prefer  to  access 
information  through  automated  systems,  such  as  online  tracking. 
It's  more  customer  friendly  and  more  efficient  for  your  business. " 


Customers  benefit  because  they're  assured  their  packa 
will  be  delivered  on  time  and  to  the  correct  person.  Manhatt 
Fruitier  benefits  because  customers  click  rather  than  call,  redi 
ing  costs. 

Clearly,  Jehv's  a  quick  adopter  of  innovative  ideas.  In  additi' 
to  installing  Web-based  tracking,  he  integrated  UPS  Online®  sh 
ping  software  into  Manhattan  Fruitier's  back-end  operations. 

"Integrating  the  technology  was  simple  and  offered  a  multitU' 
of  functions  to  link  UPS's  transportation  with  my  fulfillment,"  Je 
explains.  The  softvyare,  which  is  available  to  all  UPS  account  ho 
ers,  maintains  shipment  information  when  orders  are  entere 
Once  labels  are  printed  and  orders  are  shipped,  customers  receii 
e-mail  notification  along  with  a  tracking  link.  Additionally,  daily  shj 
ping  activities  are  maintained  with  a  standard  Daily  Detail  Repd 
simplifying  record  keeping. 

When  Manhattan  Fruitier  added  a  distribution  center  in  I 
Angeles,  Jehv's  UPS  account  manager  reached  into  his  ov 
basket  of  goodies  to  ensure  East  and  West  Coast  operatioi 
weren't  talking  apples  and  oranges.  Using  the  same  UPS  sol 
ware,  periodic  information  feeds  are  sent  to  the  West  Coast  f 
seamless  shipment  processing,  eliminating  the  wasteful  steps 
faxing  orders  and  re-keying  addresses. 

"Working  with  UPS  gives  me  a  lot  of  confidence," 
says  Jehv.  "It  is  not  just  what  they  do  to  ship  the 
goods,  it's  also  what  they  do  before  orders  go  out 
the  door.  That  allows  us  to  focus  on  what  we  do 
best,  which  is  making  beautiful  gifts."  ■ 


i thing  can  disrupt  the  flow  of  ideas  Vike  the  practical  matter  of  moving  stuff  in  and  out  of 
iir  company.  That's  where  UPS  can  help.  With  our  fully  integrated  air  and  ground  system, 
f  keep  things  simple.  One  pickup,  one  driver,  whether  you're  shipping  across  tov.'n  or  around 
!  world.  And  with  our  seamless  global  information  network,  we  keep  you  closely  connected 
/our  shipments  and  your  clients  near  and  far.  So  you  can  focus  on  your  next  big  idea. 


tained  the  back-end  rights  and  thus  the    the  deal  was  done  by  that  night, 
royalties  each  time  a  cartoon  with  his  ,      As  good  a  dealmaker  as  he  is,  Saban 
music  aired.  By 


1 989  that  business  be- 
came one  of  the  biggest  suppliers  of 
music  to  television.  That  year  he  sold 
25%  of  his  company  to  Luxembourg- 
based  entertainment  conglomerate  RTL 
for  $15  million. 

Saban's  next  coup  came  in  1992.  A 
property  he'd  brought  from  Japan  and 
shopped  around  town  for  eight  years  fi- 
nally found  a  buyer  in  Fox  Kids  Net- 
work's head,  Margaret  Loesch.  She  was 
looking  for  something  different  and 
Power  Rangers  was  it. 
Against  resistance  at  Fox, 
Loesch  aired  the  show  the 
next  year.  It  started  gaining 
momentum  and  by  1994- 
95  was  the  biggest  thing  on 
children's  TV.  Saban  soon 
had  his  offices — and 
name — atop  a  Westwood 
office  tower.  Fox  got  12.5% 
of  Saban's  net  on  Power 
Rangers  merchandise. 
"They  wanted  more,  but  I 
wouldn't  let  them  have  it," 
he  crows.  Saban  himself  got 
10%  to  12%  of  wholesale 
prices.  Power  Rangers  still 
brings  in  $100  million  an- 
nually in  action  figures  and 
Hcensed  merchandise,  ac- 
cording to  Jim  A.  Silver  of 
the  Toy  Book,  a  trade  publi- 
cation. (Now  that  money 
goes  to  Disney,  which  owns 
the  show  and  the  rest  of  Saban's  library.) 

In  his  charming  yet  aggressive  style, 
Saban  wrung  everything  he  could  out 
of  the  show's  success.  In  1995,  he  says. 
Burger  King  offered  him  $15  million 
to  do  a  Power  Rangers  promotion.  Mc- 
Donald's countered  with  $20  million. 
Saban  gave  the  biggest  restaurant  chain 
in  the  world  one  day  to  get  to  Los  An- 
geles and  work  it  out.  Sure  enough, 
McDonald's  people  flew  in  from 
Chicago  by  10  a.m.  the  next  day  and 


may  be  just  as  bold  a  networker.  He  has 
contributed  $4  million  to  Democratic 
campaigns  since  1994.  In  September  he 
was  named  chairman  of  the  capital  cam- 
paign for  the  party.  He  counts  Bill  Clin- 
ton, a  sometime  houseguest,  among  his 
pals.  The  former  President  didn't  return 
our  call  about  Saban,  but  he  did  send  an 
e-mail.  "Haim  Saban  ...  went  from  being 
a  supporter  to  a  true  friend,"  wrote  Clin- 
ton. "He  is  fun  to  be  with  in  the  good 
times,  and  you  want  him  in  the  trenches 


Limited  partnership:  Saban  strategically  exited  link  with  Murdoch's  Fox 

with  you  when  the  going  gets  tough." 

Asked  about  his  relationship  with 
Rupert  Murdoch,  Saban  pops  up  from 
tlie  couch  in  his  home  library  and  shows 
a  reporter  a  picture  of  Murdoch,  Saban's 
wife,  Cheryl,  and  Saban  seated  next  to 
each  other  at  a  gala  dinner.  Murdoch  is 
leaning  toward  the  younger  billionaire. 
"I  talk.  He  bends  over  to  listen,"  beams 
Saban,  describing  the  photo. 

Siiice  1988,  using  the  profits  from  his 
music  business,  Saban  had  been  buying 


"Saban  didn't  do  a  good  job  of  operating.  He 
missed  a  huge  opportunity  to  leverage  Fox." 


up  children's  TV  shows  and  by  1993  hac 
3,500  half-hours.  Fox  felt  that  Saban'] 
experience  and  contacts  in  Europel 
where  he  worked  for  eight  years  befon 
moving  to  Los  Angeles,  might  help  Foi 
expand  its  children's  networks  there! 
too.  Even  before  Power  Rangers  went  on 
the  air.  Fox  talked  about  buying  Saban 
Entertainment  for  $400  million.  Bu| 
Saban  turned  it  down.  Fox  Televisioii 
boss  Chase  Carey  came  back  with  an 
other  offer:  a  joint  venture  betweer 
Saban  Entertainment  and  Fox  Kids  Tele 
vision.  That  interested  Saban.  "Fox  hac 
something  that  we  coulc 
not  duplicate:  They  had  aci 
cess  to  98  million  homes  fo] 
19  hours  a  week,"  he  ex 
plains.  "It  was  a  natura 
marriage  of  content  anc 
distribution." 

After  more  than  a  yeai 
of  talks,  the  deal  was  solidi- 
fied in  December  1995 
Saban  and  News  Corp.  each 
got    49.5%,   but  Sabar 
chaired  and  ran  the  venture 
Allen  &  Co.  investmen 
banker  Stanley  Shuman 
who  advised  Saban  (and  i: 
also  on  Murdoch's  New; 
Corp.  board),  took  as  hi 
firm's  compensation  a  1°/ 
equity  stake.  Before  the  dea 
closed,  Saban  had  repur- 
chased, for  $40  mUlion,  the 
25%  stake  in  the  firm  he'c 
sold  to  RTL. 
Saban  wasted  no  time  in  shaking 
things  up.  Before  he  came  on  board.  Fox 
had  been  paying  $300,000  to  $4OO,O0C 
in  license  fees  for  each  half-hour  chil- 
dren's show  and  would  retain  retailing 
distribution  and  licensing  rights.  Saban 
says  on  average  he  was  able  to  retain 
such  rights,  paying  only  $100,000  pei 
half-hour.  "Huggable  lamb  that  I  am. 
people  tell  me  I'm  a  tough  negotiator," 
he  jests. 

Fox  Kids  TV  was  the  leader  in  its 
niche  when  Saban  and  Fox 
joined  forces.  But  cable 
channels  like  Nickelodeoiij 
and  the  Cartoon  Network 
were  beginning  to  erode 
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be  sharp" 


"Huggable  lamb  that  I  am,  people  tell 
me  that  I'm  a  tough  negotiator."^ 


some  of  Fox's  strength.  Saban  proposed 
buying  Pat  Robertson's  Family  Chan- 
nel, which  went  to  70  milhon  cable 
homes,  to  expand  distribution  in  the 
U.S.  At  first,  Fox  and  News  Corp.  people 
were  divided.  Saban  prevailed,  and  he 
and  Fox  paid  $1.9  billion,  including 
$1 00  million  debt.  Saban  again  built  on 
to  his  valuation  pyramid.  As  collateral 
for  a  $1 .8  billion  loan  to  buy  the  Family 
Channel,  he  put  up  his  share  of  the  ven- 
ture with  Fox,  which  he  says  was  worth 
about  $500  million. 

Saban  quickly  threw  out  all  the  old 


programming,  making  an  exception 
only  for  Robertson's  700  Club.  A 
promise  to  retain  that  religious  show 
was  part  of  the  sale  agreement.  But  the 
new  slate  of  shows  didn't  draw  the  audi- 
ence, or  the  advertising  volume,  Saban 
and  Fox  had  hoped  for.  Prime-time  rat- 
ings dropped  35%  from  1997  through 
2000.  Programming  expenses  grew 
16%,  but  net  ad  revenue  fell  7%.  In  1998 
Fox  had  to  lend  Fox  Family  $  1 25  million 
to  prevent  it  from  defaulting  on  loans. 
Saban  and  his  early  ally  Loesch  argued 
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about  strategy,  programming  and  money. 
He  usually  wanted  to  spend  less.  Eventu- 
ally the  disagreements  became  too  much 
for  Saban,  and  he  and  Carey  effectively 
forced  Loesch  out.  She  is  surprisingly  un- 
bitter  about  it.  "It  was  crushing  to  me," 
she  says.  "But  we  have  such  a  strong  his- 
tory. Tliere  is  still  a  lot  of  respect." 

Five  years  into  the  partnership,  Saban 
decided  to  trigger  a  dissolution.  "I 
thought  the  company  really  belonged  in- 
side Fox,  where  it  would  be  able  to  take 
advantage  of  the  direct  synergies  that  can 
be  created  between  wholly  owned  com- 


panies," he  says.  Per  the  contract,  Saban 
exercised  his  right  to  sell  in  December 
2000,  at  a  price  to  be  worked  out  between 
investment  bankers  from  both  sides. 
News  Corp.,  after  internal  debate,  de- 
cided to  sell  out  as  well.  Factors  were  the 
$2.3  billion  of  debt  on  the  asset,  which 
News  Corp.  didn't  want  to  carry;  the  de- 
sire to  have  more  cash;  and  the  admis- 
sion that  Fox  wasn't  Kkely  to  be  the  leader 
in  the  kids'  TV  business. 

News  Corp.  folks  wanted  to  hold 
an  auction — there  were  five  serious 


media  suitors  in  line — bui 
Saban  says  he  favored  idenj 
tifying  a  buyer  for  whorr 

  the  assets  were  the  best  fit 

"And  who  more  family 
than  Disney?"  he  suggests. 

At  the  Allen  &  Co.  annual  Sun  VaUe^( 
conference  in  July,  Saban  met  with 
Michael  Eisner,  Peter  Chernin  and  Rui 
pert  Murdoch.  They  talked  numbers  foi 
about  ten  minutes,  then  broke  apartj 
"We  came  back  and  shook  hands  in  fiva 
minutes,"  Saban  beams.  Disney  made 
the  offer  it  later  shaved  by  $100  million. 

Despite  the  steep  price,  which  come? 
to  46  times  2000  operating  income  (nel 
before  depreciation,  interest  and  taxes) 
says  Kagan  World  Media,  the  purchase 
makes  sense.  Disney  already  controls  twc 
cable  properties:  the  Disney 
Channel,  which  airs  mostl)| 
kid-oriented  programming; 
and  ESPN.  But  the  renamec 
ABC  Family  Channel  reaches! 
80  million  homes,  mord 
than  its  other  cable  channelsl 
With  it,  Disney  is  hoping  tc 
amortize  the  cost  of  its  ABC 
programming  with  reruns  ol 
shows  like  Who  Wants  to  Bil 
a  Millionaire.  And  the  bet- 
ting is  that  Disney  will  do  2 
better  programming  job 
than  Saban  &  Co.  did.  Ln  Em 
rope  Disney  also  got  76%  ol 
publicly  traded  Fox  Kids  Eu- 
rope, a  channel  that  airs  or 
basic  cable  in  53  countries. 

The    agreement  ties 
Saban  into  a  consultant  rold 
through  June  2002.  He  can'l 
compete  in  children's  televi- 
sion for  two  years. 

Otherwise,  the  possibilities  are  ad 
boundless  as  he  is  brash.  He's  been  in 
talks  with  several  media  properties  in  Isi 
rael  (he's  a  dual  citizen  of  Israel  and  the 
U.S.),  and  intends  to  make  investments 
there.  He  mentions  developing  busi- 
nesses and  serving  on  media  boards.  Hd 
also  plans  phOanthropy  focused  on  chil- 
dren and  on  the  U.S.-Israel  relationship 
But  that  can  only  be  a  start.  This 
is  a  man  with  people  to  call  and 
deals  to  do.  F 


Mouse  trap?  Disney's  Eisner,  appearing  with  Fox  Family  President  IVIel  Woods,  paid  mighty  multiple. 
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Ballyhoo 

Behind  Bally  Total  Fitness'  muscular 
results  are  some  potential  growth  cramps. 


BY  ELIZABETH  MACDONALD 

BALLY  TOTAL  FITNESS,  LEADER 
of  the  nation's  $11  billion 
health  club  industry,  is  often 
mentioned  as  a  defensive 
stock  play.  The  profitable, 
fast-growing  Chicago-based  gym  chain 
appears  cheap  at  $19  a  share  and  a 
price/earnings  ratio  of  6. 

But  don't  jump  on  this  stock  too 
quickly.  Behind  the  numbers  lurk  some 
negatives.  Bally  has  put  itself  on  an 
earnings  treadmill  that  requires  it  to 
sign  up  an  unending  flow  of  new  mem- 
bers to  keep  revenue  growing  enough 
to  appease  Wall  Street.  Its  spending  on 
upgrades  and  expansion  is  rising  faster 
than  sales.  Debt  has  grown,  too.  If  the 
recession  swells  and  people  stop  join- 
ing, this  gym  gem  could  be  in  trouble. 

On  paper  things  look  good.  Bally 
has  4  million  customers  working  out  at 


400  clubs  in  the  U.S. 
and  Canada.  The  chain 
has  posted  three 
straight  years  of  profits, 
earning  $79  million  last 
year  on  $1  billion  in 
revenue.  In  the  first  half 
Bally  had  $38  million 
in  net  income,  up  22% 
from  the  same  period  a 
year  earlier,  on  12% 
revenue  growth  to 
$562  million. 

A  big  chunk  of  the 
revenues  comes  from 
new  members  who  fi- 
nance their  one-time  fees,  which  range 
anywhere  from  $630  to  $2,175.  After 
they  pay  off  the  initiation  fee,  gym- 
goers  generally  pay  monthly  dues  of  a 
mere  $8  a  month  on  average,  offering 
little  upside.  A  large  number  default  on 


wutistantly 
has  to  race 
to  get  people 
in  the  door 
in  order  to 
show  results 
that  please 
Wall  Street. 


their  contracts,  forcing  Bally  to  sign  u] 
still  more  sweating  newcomers.  A^ 
spending  has  risen  14%  since  1997,  t 
$5 1  million  a  year.  To  keep  gym-goer 
comin'.  Bally  acts  more  like  a  credit 
card  company  than  a  health  club:  Som 
90%  of  new  joiners  finance  the  big  up 
front  fee,  generally  paying  interest  rate 
of  16%  to  18%. 

How  many  default  on  those  install] 
ment  contracts?  The  company  doesn 
say,  but  it  does  set  aside  a  huge  provii 
sion  amounting  to  41%  of  gross  fi 
nanced  originations  for  customers  wh« 
either  default  or  cancel.  But  Bally  can' 
afford  to  be  too  picky  about  its  mem 
bers'  credit  quality.  Last  year  revenue 
from  financed  memberships  con 
tributed  58%  of  total  revenue.  That  rev 
enue  is  up  80%  since  1996,  when  a  nev 
management  team  took  over  and  began 
pushing  easy  credit.  "Our  busines 
model  is  to  maximize  the  yield  pe 
member  per  month,"  explains  Johi 
Dwyer,  Bally's  chief  financial  officer. 

But  once  the  financing  period  i 
over,  typically  after  three  years,  Balh 
gets  only  the  monthly  dues,  which  ac 
count  for  just  28%  o 
total  revenue.  That'i 
thin  gruel  for  investorj 
should  new  member- 
ships fade.  The  Interna 
tional  Health,  Racque 
&  Sportsclub  Associa 
tion,  the  big  gym  trads 
group,  says  membershijj 
growth  may  grind  to  < 
halt  this  year  as  a  resul 
of  the  economic  receS' 
sion  and  the  aftermatl 
of  Sept.  1 1 .  Bally  doesn'' 
disclose  details  about  its 
membership  base  bul 
says  it  is  strong. 

Bally  has  been  blow- 
ing capital  on  an  acqui- 
sition spree  to  get  more  members  in  the 
door.  It  has  spent  about  $36  mUlion  ir 
cash  and  stock  to  acquire  50  health 
clubs  since  1998,  according  to  its  finan-j 
cial  filings.  Now  it  is  buying  the  glitz) 
Crunch  Fitness  chain  for  $90  million  in 
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cash  and  stock.  It  has  filed  a  new  shelf 
offering  of  6  million  shares  to  finance 
this  and  other  deals. 

In  the  Crunch  acquisition  Bally  is 
spending  $1,125  a  head  to  get  new 
members.  Earlier  acquisitions  appear  to 
have  come  in  at  much  lower  costs,  an 
average  of  $180  per  member,  assuming 
each  club  had  4,000  members.  Bally 
disputed  that  number,  but  declined  to 
elaborate.  The  costs  of  acquiring,  open- 
ing and  upgrading  its  health  clubs  are 
steep.  Despite  the  seemingly  healthy 
profits,  Bally  has  a  rather  anemic  flow 
of  cash  coming  in  the  door.  Last  year 

Bally^  Meandering  Shares^ 


number  going  down  in  the  recession.  ' 

The  balance  sheet  is  anything  bi| 
muscular.  Long-term  debt,  less  currert 
maturities,  stood  at  $614  million  o 
June  30,  up  51%  from  year-end  199 4 
That  comes  to  1.5  times  shareholder) 
equity.  Dwyer  emphasizes  that  Bally' 
ratio  of  debt  to  stockholders'  equity  hg 
shrunk  from  a  scary  15.6  at  the  end  d 
1996.  But  look  more  closely  at  that  eq 
uity.  Subtract  intangibles  and  you  ge 
only  $252  million  in  tangible  net  worth 

Not  surprisingly.  Standard  &  Poor 
still  takes  a  dim  view  of  Bally  debt.  1 
an  Oct.  2  report,  S&P  says  the  firm' 


A  big,  glitzy  acquisition  like  Crunch  ought  to  have  given  some  lift  to  Bally's  stock.  It's 
still  off  its  52-week  high  of  $35.  This  stock  could  use  cardiovascular  conditioning. 
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the  cash  ft-om  operating  activities  was 
only  $49  million,  and  the  company 
burned  up  half  of  that  just  maintaining 
its  existing  clubs  and  making  minor 
upgrades.  That  means  the  considerable 
outlays  for  expanding — building  new 
clubs  or  buying  chains  like  Crunch — 
have  to  come  from  other  sources,  like 
borrowings  and  stock  issuance.  In  an- 
other move  to  raise  cash,  BaUy  has  sold 
$105  million  in  accounts  receivable  to 
financial  institutions  since  March. 

Here's  a  telling  statistic  on  the  heavy 
capital  costs  of  those  lap  pools  and  bar- 
bells: The  1997  revenue  of  $662  million 
came  to  $2.12  for  every  $1  of  year-end 
property  and  equipment;  last  year  the 
yield  per  dollar  of  property  and  equip- 
ment was  only  $1.80.  The  company 
boasts  revenue  growth  of  9%  for  2000 
on  a  same- store  basis.  But  count  on  that 
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generally  positive  operating  perfor 
mance  is  offset  by  the  financial  risks  in 
herent  in  aggressive  expansion  in  a  cap 
ital-intensive  industry,  and  the  resultini 
free-cash-flow  deficits  and  high  deb 
leverage.  Specifically,  S&P  cites  Bally' 
"substantial"  capital  expenditures  fa 
new  club  openings,  acquisitions  an 
maintenance,  resulting  in  "fairly  larg 
free-cash-flow  deficits,"  although  i 
notes  that  the  deficit  has  narrowed.  Re 
suit:  S&P's  credit  rating  on  Bally's  sub 
ordinated  debt  is  stuck  below  invest 
ment  grade,  unchanged  at  B-  sine 
1996.  Its  rating  on  senior  secured  deb 
remains  at  B+,  unchanged  since  1998. 

A  P/E  of  6  looks  mighty  tempting  h 
a  market  trading  at  an  average  P/E  0 
28.  But  risk-averse  investors  would  b 
wise  to  stay  off  this  StairMaster.  I 
Research:  Josephine  Lee. 
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Fill  the  House  Fuller 

Moving  a  second-tier  football  team  to  the  next 
level  is  as  much  marketing  as  Xs  and  Os. 


BY  DANIEL  KRUGER 

WI  lAT  COMES  FIRST  FOR  A 
rising  college  football 
program,  the  wins  or  the 
tans?  Actually,  it  may 
have  to  be  seats.  For 
many  of  the  surprise  successes  of  recent 
NCAA  seasons  the  biggest  limitation  on 
building  ever  more  successful  programs 
may  be  the  inability  to  pack  enough  $20 
ticket  holders  into  the  stands.  College 
teams  usually  lack  the  kind  of  luxury- 
box  and  TV  revenues  tliat  the  pros  enjoy, 
so  sheer  numbers  can  be  the  difference. 

Nobody  knows  that  better  than 
Fresno  State  football  coach  Patrick  Hill 
in  California.  Like  a  lot  of  newer,  previ- 
ously second-tier  programs  in  the  West, 
Fresno  has  been  ramping  up  on  the 
strength  of  growing  local  populations. 

Hill's  strategy  has  been  to  schedule 
(and  sometimes  upset)  recognized 
powers  early  in  the  season,  using  victo- 
ries as  a  brand  enhancer  while  plowing 
new  revenues  into  better  equipment 
and  training  programs.  It  takes  $8,200 
per  player  per  year  to  finance  fuii-ride 
scholarships,  $4,000  to  buy  a  new  imi- 


Barking  Bulldog:  Fresno 
^te'sPat  Hill  needs  more 
■■  seats— Imd  more  wins. 


versal  weight  bench.  Fresno  State  now 
spends  $3.2  million  a  year  on  its  foot- 
ball program,  up  from  $2.8  million  in 
1997,  the  year  Hill  took  over.  By  con- 
trast, use  spends  $1 1  million. 

It's  as  much  a  business  as  any 
growth  enterprise.  Hill  has  been  mar- 
keting his  squads  as  the  burgeoning  San 
loaquin  Valley's  home  team,  even 
putting  V  (for  valley)  on  the  team's  hel- 
mets. Hill  takes  his  brand-selling  on  the 
road,  visiting  75  local  chambers  of 
commerce  and  Rotary  Clubs  each  year. 
This  year  he's  had  something  to  sell. 
His  Bulldogs  jumped  off  to  a  6-0  start, 
including  wins 


lucrative)  year-end  bowl  games. 

Hill's  Bulldog  Stadium,  which  hold] 
41,000,  is  already  at  capacity.  For  th- 
game  against  Oregon  State,  Fresn^ 
doubled  most  ticket  prices  to  $40  an^ 
still  sold  out.  "Winning  takes  care  oj 
everything,"  the  coach  observed.  Befon 
Hill  took  over,  there  were  about  9,001 
empty  seats  at  most  games. 

But  winning  alone  won't  get  a  schod 
like  Fresno  and  others  in  its  Western  Athi 
letic  Conference  in  the  same  league  witl 
the  more  established  Pacific  10,  wher 
teams  like  UCLA  and  USC  routinely  pla 
each  other  before  nearly  100,000  fans 
Fresno  had  $4.3  million  in  football  rev 
enue  last  year,  a  fifth  of  what  USC  tool 
in.  "Clearly  we're  going  to  have  to  ex 
pand  the  football  facility,"  says  Fresn( 
State  President  lohn  Welty. 

Almost  double  the  size,  in  fact — ti 
80,000,  if  Welty  gets  his  way  And  he's 
man  to  be  reckoned  with.  This  year  hj 
convinced  the  state  to  issue  tax-exemp 
bonds  to  cover  most  of  the  $103  mi 
lion  cost  of  a  new  16,000-scat  basket 
ball  palace  for  another  of  his  revvedl 
up  programs.  To  finance  the  first  $5 
million  phase  of  the  Bulldog  Stadiun 
expansion,  Welty  is  looking  to  floaj 
more  bonds. 

Extra  wallets  in  the  stands  will  hel{| 
But  if  Fresno  and  other  short-of-seal) 
sensations  (see  table)  hope  to  becomi 
the  Notre  Dames  and  Nebraskas  of  thi 
future,  it'll  take  more  than  Rotary  apl 
pearances.  Hill  has  to  keep  his  eye  oi 
his  game  plans,  too.  lust  as  the  Bulldog 
seemed  bound  for  glory  last  month 
they  blew  second-half  leads  and  lost  t\ 
unranked  Boise  State  and  the  Univeii 
sity  of  Hawaii. 


over  highly  rated 
opponents  like 
Oregon  State,  Wis- 
consin and  Col- 
orado. The  upsets 
boosted  Fresno  as 
high  as  number 
eight  in  the  na- 
tional rankings 
and  put  the  team 
in  the  running  for 
one  of  the  big  (and 


EliteWith  Few  Seats 


With  limited  seating,  these  teams  can't  pack  in  as  many  fans 
as  bigger  programs,  but  they're  turning  heads. 


Team/Rank 


Seats  Comments 


Oregon/8 


41,698    Adding  12,000  seats  by  2003 


Virginia  Tech/12 
Washington  State/16 


Next  year:  11,500  more  seats 
Second-smallest  in  PAC-10 


Loujsville/30 


Toledo/32 


51,907 
37,600 
42,000 

26,248    Stadium  built  by  WPA  in  1937 


Sold  stadium  name  for  $5  millior 


Marshall/33 


38,019   Added  8,019  seats  last  year 


As  of  Nov.  I:  rank  based  on  total  votes  in  Associated  Press  poll. 
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6EIC0 

Auto  Insurance 


The  secret 
of  our  success? 

Smart 
customers. 


1-888-283-2849 


Buy  direct  from  6EIC0 
over  the  phone  and  you 
could  save  15%  or  more 
on  car  insurance;- r 


save  you  15%  or  more  on  car  insurance. 

Grab  this  Savings  Comparison  You  can  use  your  American  Express,  For  faster  service,  you'll  need 

C/?ar£  and  call  GEICO        ♦  MasterCard,  VISA,  Discover- Card  or  personal  ^    Current  policy  driver's  license 
for  a  line-by-line  rate  quote.             checking  account  for  instant  caverage.  and  vehicle  ID  numbers. 


YOUR  CURRENT 
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YOUR  CURRENT 
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YOU 

O/^  V  L. 
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Per  Person 

CAR  1 

Per  Occurrence 

CAR  2 

Property  Damage: 

OAR  1 

Personal  Injury  Protection  or 
Medical  Payments: 

Per  Person 

CAR  1 

CAR  2 

Uninsured  Motorists: 

Per  Person 

CAR  1 

Per  Occurrence 
Property  Damage 

CAR  2 

Comprehensive  (Your  Car): 
Deductible 

CAR  1 

CAR  2 

Collision  (Your  Car): 

Deductible 

CAR  1 

CAR  2 

Emergency  Road  Service: 

CAR  1 

CAR  2 

Government  Employees  Insurance  Co-  •  GEICO  General 
Insurance  Co.  •  GEICO  Indemnity  Co.  •  GEICO  Casualty  Co. 
These  companies  are  subsidiaries  of  Berkshire  Hathaway  Inc. 
GEICO  auto  insurance  is  not  available  in  MA  or  NJ,  GEICO, 
Washington,  DC  20076  ©  2001  GEICO 

GEICO  SAVES  YOU  THIS  MUCH 

$ 

GEICO  Direct.  A  better  way  to  buy  cor  insurance. 

4  You  could  save  hundreds  of  dollars.  Consider 
the  alternative:  You  might  be  overpaying 
$200,  $300.  even  $600  every  year.  By 
working  directly  with  our  policyholders,  we  can 
operate  more  efficiently  and  pass  the  savings 
along  to  you.  It's  an  idea  we  pioneered  nearly 
65  years  ago. 

4  You  get  complete,  24-hour  service.  Unlike 
most  car  insurance  companies,  GEICO  works 
nonstop.  So  even  if  it's  3  a.m.,  you  get  direct 
access  to  hundreds  of  insurance  specialists, 
ready  to  update  your  policy,  process  your 
claim  or  answer  any  question.  You'll  never  play 
phone  tag  with  your  insurance  company  again. 

4  Your  claim  is  settled  quickly  -  often  VArtthin  48 
hours.  With  more  than  1 ,800  claims  facilities 


nationwide,  there's  always  a  convenient 
location  near  you.  Our  staff  adjusters  can 
estimate  the  damage  and,  more  often  than 
not,  issue  payment  on  the  spot.  Our  goal  is 
to  settle  claims  fairly  and  quickly 

Free  Rate  Quote 
1-888-283-2849 

or  checK  the  yellow  pages  for  on  office  near  you. 
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Mr.  Diversity 

A  popular  idea  is  that  students  learn  more  in  a  racially 
diverse  classroom.  Do  the  data  support  the  theory? 


BY  DAN  SELIGMAN 

LEE  BOLLINGER  IS  A  COLLEGE  PRESI- 
dent  who  wows  the  media.  A  year 
ago,  when  he  was  running  the  Uni- 
versity of  Michigan,  a  New  Yorker  article 
called  him  "a  perfect  university  presi- 
dent" and  also  dwelt  on  his  rugged  good 
looks  ("one  imagines  Mickey  Mantle  in 
middle  age  if  . . .  he  had  never  taken  a 
drink").  When  he  recently  was  chosen  to 
take  over  at  Columbia,  the  New  York 
Times  welcomed  him  as  an  "urbane  in- 
tellectual" who  is  known  for — now  get- 
ting to  the  main  reason  he  wows  them — 
his  "forceful  defense  of  affirmative  action 
policies." 

Bollinger  is,  and  will 
continue  to  be,  resound- 
ingly identified  with  affir- 
mative action,  a.k.a.  diver- 
sity. He  remains  a  named 
defendant  in  two  lawsuits 
challenging  the  University 
of  Michigan's  preferential 
admission  policies.  These 
suits,  now  before  a  federal 
appeals  court,  will  almost 
certainly  progress  to  the 
Supreme  Court,  which 
might — anything's  possible 
— finally  clarify  the  manner 
in  which  colleges  can  "take 
race  into  account"  (Justice 
Lewis  Powell's  famously 
murky  phrase  in  the  Bakke 
decision  23  years  ago). 

Columbia's  new  president  also  fig- 
ures to  remain  onstage  because  of  the 
singular  case  he  makes  for  affirmative 
action:  that  it  offers  powerful  educa- 
tional benefits.  He  is  not  alone  in 
pushing  this  idea;  Walter  Dellinger, 
Solicitor  General  in  the  Clinton  Ad- 
ministration, joins  him.  But  Bollinger 
looks  to  be  the  guy  out  front  right 
now.  As  he  put  it  to  the  Times  re- 
porter: "It's  a  question  really  of  edu- 
cational policy,  not  a  matter  of  re- 


dressing past  social  injustices.  People 
learn  more  and  learn  better  in  an  en- 
vironment where  they  are  part  of  a 
mix  of  people  . . .  not  like  themselves." 

Really?  They  pick  up  calculus  faster 
when  their  classmates  have  different 
skin  colors?  This  is  a  breathtaking  claim, 
but  Bollinger  can  point  to  a  huge  acad- 
emic study  supporting  it.  In  it,  Patricia 
Gurin,  head  of  Michigan's  psychology 
department,  argues  the  educational  case 
for  diversity.  Her  report,  presented  to 
both  district  court  judges  in  the  two 
Michigan  cases,  is  now  the  main  acad- 
emic bulwark  defending  the  diversity- 


Making  a  flawed  case  for  affirmative  action:  Columbia's  Lee  Bollinger. 

learning  theory. 

In  preparing  this  report  she  con- 
fronted an  awkward  difficulty:  The 
proposition  she  was  being  asked  to 
confirm  had  already  been  shot  down. 
The  single  most  exhaustive  database 
on  college  students  is  maintained  at 
the  Higher  Education  Research  Insti- 
tute at  the  University  of  California, 
Los  Angeles.  The  database  covers  10 
million  students  at  1,700  institutions, 
with  data  on  their  "attitudes,  values, 


behavior,  learning,  achievement,  ca- 
reer development  and  satisfaction."  I 
am  here  quoting  from  the  description 
in  "What  Matters  in  College?  Four 
Critical  Years  Revisited,"  a  1993  study 
by  Alexander  Astin,  a  prominent  edu- 
cational researcher  (who  is  generally 
sympathetic  to  affirmative  action). 

Astin's  study  shows  that  the  per- 
centage representation  of  blacks, 
Asians  and  Latinos  has  essentially  no 
effect  on  learning  or  anything  else. 
"With  few  exceptions,  outcomes  are 
generally  not  affected  by  these  peer 
measures,  and  in  all  but  one  case  [an 
esoteric  detail  about  student  percep- 
tions of  the  faculty]  the  effects  are  very 
weak  and  indirect." 

So  how  did  expert  witness  Gurin 
deal  with  this  finding?  I  have  read  her 
huge  report,  also  a  critique  of  the  re- 
port by  the  conservative  National  As- 
sociation of  Scholars,  as 
well  as  Gurin's  reply  to  this 
critique,  and  their  reply  to 
her  reply.  What  plainly 
emerges  is  that  she  has 
dodged  Astin's  devastating 
finding.  Her  solution,  es- 
sentially, was  to  argue  that 
(a)  increased  minority  rep- 
resentation makes  it  likely 
that  students  will  have 
more  "diversity  experi- 
ences"— interracial  friend- 
ships, for  example;  (b)  so- 
cial science  research 
demonstrates  positive  cor- 
relations between  such  ex- 
periences and  academic 
learning;  and  (c)  student 
self-reports  on  question- 
naires substantiate  the  link 
between  diversity  and  learning. 

But  note  that  this  "solution"  doesn't 
begin  to  solve  her  problem.  Her  a-b-c 
logic  remains  incompatible  with  Astin's 
unambiguous  finding — that  minority 
representation  in  student  bodies  does 
little  or  nothing  for  learning.  One 
senses  that  the  NAS  was  all  too  accurate 
in  labeling  the  so-called  expert  report 
advocacy  research. 

To  be  sure,  there's  always  a  market 
for  it.  r 
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feathered  Nest 

Despite  a  criminal  conviction,  bankruptcies 

and  alleged  self-dealing,  Ernest  Garcia  is  turning 

Ugly  Duckling  into  his  personal  golden  goose. 


BY  NATHAN  VARDi 

AS  AN  AMBITIOUS  YOUNG 
Phoenix  developer,  Ernest 
Garcia  II  was  a  footnote  to 
Charles  Keating's  Lincoln 
Savings  &  Loan  scandal.  He 
pleaded  guilty  to  a  felony  fraud  charge  in 
1990  and  spent  three  years  on  probation 
for  arranging  a  complex  real  estate  pur- 
chase that  let  Lincoln's  parent  improp- 
erly siphon  money  out  of  the  thrift.  He 
and  his  firm  later  filed  for  bankruptcy. 

But  Garcia  rose  phoenix-like  from 
the  ashes  and  rebuilt  his  career  by  dint  of 
skillful  financing,  deft  timing  and  a  dash 
of  self-dealing.  In  1991  he  bought  a 
bankrupt  rent-a-car  franchise  called 
Ugly  Duckling  for  less  than  $1  million 
and  merged  it  with  his  fledgling  finance 
company. 

Despite  his  unattractive  past,  Garcia 
quicldy  built  Ugly  Duckling  into  the  top 
seller  and  financer  of  used  cars  for  peo- 
ple with  lousy  credit  histories.  Such  "sub- 
prime  lender"  stocks  were  hot,  and  he 
had  little  trouble  raising  $170  million  in 
the  mid-1990s  by  taking  Ugly  Duckling 
public,  doing  a  secondary  offering  and 
issuing  more  shares  to  institutional  in- 
vestors. The  stock,  listed  under  the  amus- 
ing ticker  symbol  UGLY,  went  public  at 
$6.75  and  promptly  rose  to  $25  by  1997. 
The  company  grew  from  8  dealerships 
to  77  car  lots  with  total  annual  sales  ap- 
proaching $500  million  last  year. 

Now  subprime  lenders  are  out  of 
favor  on  Wall  Street,  and  Ugly  Duckling 
is  ugly  indeed,  trading  close  to  a  52-week 
low  of  $2.50  a  share.  So  Garcia,  who 
owns  56%  of  the  company,  has  hatched 
a  new  plan  to  buy  the  other  44%  for  a 
pittance.  That  has  landed  him  back  in  a 
familiar  pond:  court. 

Garcia's  latest  buyback  effort  is  his 
third  in  13  months.  He  made  his  first 
offer  late  last  year — a  $68  million  lever- 


aged buyout,  mostly  in  subordinated 
debentures.  It  amounted  to  $8.50  a  share 
when  Ugly  stock  was  at  $5.75,  but  he 
quickly  withdrew  the  offer  amid  luke- 
warm interest.  In  April  he  offered  $33.5 
miUion  in  cash  and  debentures,  or  a  total 
of  $7  per  share  when  the  stock  was  at 
$4.10.  But  he  scuttled  that  bid  in  the  af- 
termath of  9/11.  "I  pulled  the  bid  be- 
cause the  world  changed  in  terms  of  val- 
uations," says  Garcia,  Ugly 
chairman. 

Now  the  stock  is  down 
below  $3,  and  he  has  quietly 
renewed  his  intention  to  take 
the  company  private,  saying 
so  in  a  Sept.  28  filing  but  not 
yet  setting  a  price.  The  44% 
stake  could  be  had  for  $13 
million  at  current  prices,  a 
steep  discount  from  a  year 
ago.  "Assuming  the  business 
is  successful  going  forward, 
it's  right  to  say  I  am  getting  a 
great  deal,"  says  Garcia.  "But 
I  am  paying  what  the  business 
is  worth." 

Garcia  has  been  especially 
adept  at  feathering  his  own 
nest  with  Ugly  Duckling's  as- 
sets. In  1998,  to  reduce  debt. 
Ugly  raised  $27  mUlion  by  sell- 
ing 17  properties  to  an  inde- 
pendent investor  group  and 
leasing  them  back.  A  year  later 
Garcia — not  the  company  it- 
self— ^bought  the  properties  at 
a  10%  discount,  or  $25  mil- 
lion. To  preempt  criticism, 
Garcia  gave  the  company  the 
right  to  buy  back  the  real  es- 
tate for  the  discounted  price 
he  paid,  but  the  company  later 
waived  that  right  in  exchange 
for  Garcia  personally  lending 
the  company  $7  million. 


About  the  same  tune  Ugly  also  sold  u\ 
Garcia  a  unit  that  made  loans  to  third 
party  dealerships.  Garcia  paid  men! 
book  value,  $37  million — and  only  $1"| 
million  of  it  in  cash,  borrowed  againsi 
the  unit's  assets.  The  rest  came  from  J 
$12  million  promissory  note  due  200^1 
and  from  canceling  an  earlier  $8  milUor] 
loan  Garcia  had  made  to  the  company. 

Smelling  "fowl"  play,  lawyers  filed  sbl 
shareholder  suits,  alleging  Garcia  abusecl 
his  position  to  profit  from  the  deals 
Garcia  denies  it  and  claims  he  and  Ugl)| 
both  came  out  looking  good.  If  he  suc- 
ceeds in  taking  Ugly  private,  and  tha 
subprime  auto  business  recovers  from  A 
current  downturn,  Garcia  will  be  onti 
lucky  duck.  "I  am  not  planning  on  ill 
getting  any  worse,"  he  vows.  F| 


Ugly  Duckling's  sinking  shares  have  lived  up 
to  its  name  on  Wall  Street.  But  they  could 
rebound  if  the  subprime  market  turns  around. 


Source.  FT  Interactive  Data  via 
FactSet  Research  Systems. 
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inancial  Independence  —  It's  Women's  Work  by  Lynn  Morrissey 


,  A     K  e  all  know  the  fairy  tale  —  the  knight  in  shining  armor 
I  t\  m  arrives,  and  the  fair  maiden  lives  happily  ever  after, 
■f         surrounded  by  riches.  Though  we've  outlived  this 
T    W  medieval  myth,  many  women  still  rely  on  others,  espe- 
!'  Ily  government,  employer  and  husband,  for  financial  secuhty 
:  they  journey  through  life.  All  around,  however,  are  powerful 
samples  that  contradict  assumptions  of  a  permanent  financial 
ijfety  net.  Divorce,  widowhood,  job  loss,  disability,  paltry  Social 
curity  benefits  —  these  and  many  other  events  can  intrude  on 
voman's  future.  Yet  whether  a  personal  event  brings  a  finan- 
1  crisis  or  a  windfall,  this  much  is  true:  Most  women  will  have 


to  take  charge  of  their  own  finances  at  some  point  in  their  lives. 

But  does  this  add  up  to  a  women's  market  for  investing?  After 
all,  women  come  to  the  investment  world  with  such  a  wide 
range  of  personal  concerns  and  circumstances.  They  may  be 
single,  married,  professionals  or  full-time  mothers.  They  may  be 
divorced  or  widowed,  young  or  old,  rich  or  poor.  Their  needs 
range  from  warding  off  a  financial  crisis  to  preserving  consider- 
able wealth  for  themselves  and  future  generations.  Neverthe- 
less, the  majority  of  women  stand  on  common  ground  in  unique 
areas  that  set  them  apart  from  men. 

"Women  enter  the  workforce  later  than  men,  and  their  work- 
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lance.  Which  is  why  from  investment  strategies  to  annuities  to  insurance,  we're  in  the 
5  you  wouldn't  think  of  in  a  million,  zillion  years.  You  can't  predict.  You  can  preparer 
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ing  life  is  often  interrupted  by  fannily  responsibilities  —  canng 
for  their  children  or  an  elder  family  nnember,"  says  Suzn  Head, 
regional  director  for  the  Southeast  at  Morgan  Stanley,  a  global 
financial  services  firm,  "They  are  paid  on  a  slightly  lower  scale 
than  men,  are  less  able  to  contribute  money  to  retirement  and 
receive  less  matching  contributions  from  employers.  On  top  of 
that,  women  typically  live  longer  than  men."  At  the  sanne  time, 
women  often  have  enormous  financial  responsibilities.  Overall, 
they  set  aside  less  money  than  men  do  for  investing. 

Although  investment  among  women  has  clearly  flourished  in 
recent  years,  even  active  investors  may  still  be  inadequately  pre- 
pared for  the  future.  Often,  there  is  a  gap  between  what  women 
know  they  should  do  and  their  actual  investment  behavior.  Fear- 
ing that  they  don't  have  enough  time  or  money,  they  hold  back 
from  investing.  One  of  the  biggest  roadblocks  to  action  is  simply 
not  knowing  how  to  get  started. 

Stand  Up  and  Be  Counted 

In  the  past  decade,  the  financial  ser- 
vices industry  has  begun  taking 
notice  of  women  as  a  compelling 
financial  force.  Statistics  drawn  from 
a  wealth  of  research  sources  reveal 
startling  facts.  For  instance,  women 
own  40%  of  all  U.S.  businesses.  This 
equates  to  9  million  businesses  with 
27  million  employees  and  $3.6  trillion 
in  revenues.  Women  control  roughly 
80%  of  family  purchasing  decisions, 
including  the  vast  majority  of  new  car 
purchases,  home  computers  and  health  care  expenditures.  "  If  you 
consider  that  the  women's  market  consists  of  2  trillion  dollars  of 
personal  expenditures  per  year,  it  is  a  really  important  market," 
says  Head. 

While  women  do  indeed  make  a  great  deal  of  money,  statis- 
tics also  show  marked  procrastination  in  actually  putting  the 
money  to  work,  according  to  Anne  Melissa  Dowling,  senior  vice 
president,  large  corporate  markets  at  Massachusetts  Mutual 
Life  Insurance  Company  (MassMutual).  "What  is  more,  the 
diversification  and  risk  profile  of  women  is  much  more  conser- 
vative than  that  of  their  male  counterparts,  and  in  the  long  run, 
the  investments  tend  to  grow  at  a  more  modest  pace." 

Not  Pretty  in  Pink 

Paying  attention  to  the  women's  market  doesn't  mean  isolating 
women  from  the  universe  of  investors,  creating  cloying  stereo- 
types or  even  developing  a  separate  group  of  products.  "The 


financial  markets,  just  like  physics  and  chemistry,  operate  inde 
pendent  of  gender,"  says  Head.  "We  offer  women  investors  th 
exact  same  products  and  services  that  we  offer  male  investors. 
They  should  also  expect  commensurate  returns. 

At  Morgan  Stanley  (www.morganst3nley.com),  a  commi" 
ment  to  serving  women  permeates  the  firm's  culture  and  bus 
ness  practices.  "How  we  market  and  deliver  to  women  is  c 
times  different,  but  that  is  because  women  as  consumers  ar 
different,"  says  Head.  "Women  as  investors  will  interview  se\ 
eral  financial  advisers  before  they  select  one.  They  will  do  mor 
research;  they  will  do  more  homework.  They  are  much  mori 
willing  to  ask  for  information."  I 
To  help  its  sales  force  become  attuned  to  these  distinctions 
Morgan  Stanley  offers  courses  in  marketing  to  the  women' 
market  as  part  of  its  continuing  education  program.  "We  need  t 

be  responsible  to  our  employee 
in  training  them  to  market  ti 
women,"  says  Head.  "But  also  a 
an  organization,  we  feel  it  is  ver 
important  that  our  underlying  demc 
graphics  represent  the  demograph 
ics  of  the  public  we  serve.  Whili 
female  investors  do  not  necessaril' 
choose  female  financial  advisers,  i 
is  important  to  them  that  the  firn 
they  work  with  is  a  female-friendh 
organization."  This  year,  Workirii 
Mofher  magazine  named  Morgai 
Stanley  as  one  of  the  best  places  t» 
work  for  women. 
Education  is  also  the  way  to  spread  the  word  outside  tht 
firm,  says  Head.  In  1998,  Morgan  Stanley  distributed  an  inser 
in  Good  Housekeeping  t\t\e(i  "What  Every  Woman  Needs  t« 
Know  About  Money  and  Retirement."  In  addition  to  publishint 
other  investment  guides  for  women,  Morgan  Stanley  reache: 
out  to  the  public  through  its  seminars,  including  its  well-known 
"Smart  Women  Finish  Rich"  and  "For  Women  Only."  These 
are  held  at  Morgan  Stanley's  more  than  500  branches  nation 
wide.  The  seminar  includes  workbooks  that  cover  financial  plan 
ning,  calculating  discretionary  income,  tolerance  for  investmeni 
risk  and  where  an  individual  needs  to  be  investing. 

Modern  Considerations  ' 

The  shift  in  the  income  power  of  women  combined  with  theii  iiet! 
many  lifestyle  changes  creates  a  powerful  mix  of  financial  plan  figi 
ning  considerations.  "While  the  roles  of  women  have  expanded  ||| 
they  have  not  given  up  traditional  responsibilities,  so  they  have 


"If  you  consider  that  the 
women's  market  consists 
of  2  trillion  dollars  of 
personal  expenditures 
per  year,  it  is  a  really 
important  market."  — 

Suzn  Head,  Regional  Director, 
Southeast,  Morgan  Stanley 
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very  complicated  lives,"  says  Frances  Emerson,  senior  vice  pres- 
ident, corporate  communications  at  MassMutual.  For  example, 
women  are  largely  the  primary  caretakers,  not  just  for  children  but 
also  for  parents.  "Additionally,  there  are  greater  numbers  of  single 
women  and  divorced  women  with  wealth  who  are  of  necessity    OppenheimerFunds,  a  subsidiary  of  MassMutual,  is  one  of  tl 


to  address  not  just  the  traditional  family,  but  the  many  fam 
configurations  and  changes  that  occur  in  life,"  says  Dowling. 

A  Financial  Edge  Through  Teaching 


fending  for  themselves,  if  not  also  for  family." 


nation's  largest  mutual  fund  companies.  It  is  also  a  veteran 


MassMutual's  (www.massmutual.com)  broad  portfolio  of  insur-  understanding  the  women's  market.  Believing  women  to  k 

ance,  investment  and  trust  products  and  senv'ices  are  clearly  of  underserved  in  the  investment  world,  OppenheimerFunds  fie 

interest  to  both  men  and  women.  As  women's  lives  have  evolved,  ed  research  in  1 992.  "We  learned  that  women  were  facir 

however,  several  areas  have  taken  on  great  importance.  Disabili-  some  major  obstacles  preparing  for  retirement  and  havir 

ty  income  protection  insurance  is  one  of  them.  As  a  woman  enough  money  to  last  through  their  years  of  retirement,"  sa 

becomes  either  a  larger  income  earner  in  a  family  or  sole  earner  Jennifer  Weatherly,  manager  of  OppenheimerFunds'  advoca 

because  she  is  single  or  divorced,  any  inability  to  work  is  among  group,  "We  also  found  that  90%  of  women  would  end  up  beir 

the  worst  things  that  can  happen.  "  Even  generous  group  disabil-  solely  responsible  for  their  finances.  So  the  days  of  women  wa 

ity  plans  offered  through  an  employer  compensate  only  at  60%  ing  for  their  knight  in  shining  armor  were  pretty  much  over." 

of  salan/,"  says  Emerson.  "So  not          .  ,                          ,  r                            '^^^  results  of  its  groundbrea 


only  IS  a  disability  plan  valuable,  but 
supplemental  disability  that  covers 
such  things  as  expected  raises, 
bonuses  and  401(k)  matching 
funds  can  be  very  important  to 
working  women."  Long-term  care 
insurance,  either  for  the  elderly  or 
for  an  illness  or  disability,  is  also 
increasingly  sought.  "This  is  impor- 
tant for  the  women  themselves 
who  expect  to  live  longer  and  don't 
wish  to  become  dependent  on 
families  and  also  for  their  parents  or 


"While  the  roles  of  women 
have  expanded,  they  have 
not  given  up  traditional 
responsibilities,  so  they 
have  very  complicated 

lives."  —  Frances  Emerson, 
Senior  Vice  President,  Corporate 
Communications,  MassMutual. 


ing  study  on  women's  attitudes 
money  and  investing  have  shap« 
its  programs  on  behalf  of  wome 
It  published  the  popular  book 
\Noman's  Guide  to  Investin 
which  IS  periodically  updated 
reflect  new  data.  Oppenheime 
Funds  continues  to  spons 
research  and  recently  focused  c 
young  women  professionals  age 
21  to  34,  also  known  as  Gener 
tion  X.  "We  think  this  is  a  grot 
that  hasn't  been  taken  serious 


spouses. 

MassMutual  is  training  its  sales  force  to  better  understand 
that  while  selling  to  women  may  involve  more  time,  it  fre- 
quently leads  to  a  long-term  advisory  relationship.  "It  is  espe- 
cially important  for  our  sales  force  to  realize  that  women  may 
have  more  complex  lives  and  may  have  interests  in  certain 
kinds  of  products  or  services,"  says  Emerson. 

As  awareness  builds  of  the  realities  of  modem  women's  lives, 
financial  institutions  are  making  deep  changes  themselves. 


from  a  financial  adviser  stan 
point,"  says  Weatherly.  "It  is  also  an  age  group  with  some  re 
atively  poor  financial  habits,  including  conspicuous  consumptio 
heavy  debt  and  a  lack  of  participation  in  retirement  plans." 

To  help  women  take  control  of  their  finances,  OppenheimerFun( 
regularly  runs  educational  seminars  for  women  as  well  as  for  tho; 
who  give  financial  advice.  OppenheimerFunds'  programs  indue 
"Women  and  Investing"  and  "Pulse  of  the  Market,"  a  gener 
market  education  program,  its  Web  site  (www.oppenheim 


"After  the  latest  census  data,  it  was  clear  how  many  single-head    funds.com)  also  contains  a  section  specific  to  women  and  inves 


households  there  are  and  how  many  of  those  are  headed  by 
women,"  says  MassMutual's  Dowling.  "We  realized  many  of 
their  living  situations  were  not  addressed  through  our  tradition- 
al channels  or  usual  marketing  themes  and  methodologies." 


ing,  complete  with  tools  and  information. 

The  task  of  adequately  preparing  for  the  future  may  seem  sl 
ficiently  daunting  to  require  the  services  of  a  courtly  knight.  B 
the  sen>/ices  of  a  thoughtful  financial  institution  will  more  than  sl 


This  has  led  MassMutual  to  realign  its  marketing  approach  more  fice.  By  helping  a  woman  draw  a  realistic  portrait  of  current  c 

closely  with  women's  lives.  The  company  has  re-examined  its  cumstances  and  future  goals,  a  financial  adviser  can  help  cle; 

sales  force,  marketing  materials  and  even  the  photographs  it  away  obstacles  to  investing  and  guide  a  woman  through  the  inti 

uses.  "We  have  completely  revamped  our  advertising  campaign  cacies  of  building  a  financially  secure  life,  now  and  in  the  future. 
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Desperate  Times 

How  do  you  revive  a  staffing  company  when  no  one  is 
hiring?  Spherion's  Cinda  iiaiiman  looks  for  the  silver  lining. 


BY  JOANNE  GORDON 

■   H   MHAT  DO  YOU  THINK  I  DO?" 

M  ■  Cinda  A.  Hallman,  chief  ex- 
ecutive  of  Spherion  Corp., 
W  ml  recently  asked  a  wide-eyed 
trio  of  new  employees.  She  does  this 
regularly.  They  stammered  a  few  re- 
sponses before  Hallman  answered  her 
own  query:  Stabilize  the  company, 
make  it  profitable  and  make  it  grow. 

A  nearly  impossible  task  at  the  mo- 
ment. Hallman,  56,  was  hired  in  April 
to  run  Ft.  Lauderdale,  Fla. -based  Sphe- 
rion, one  of  only  five  female  chief  exec- 
utives among  the  nation's  biggest  com- 
panies. The  temporary-staffing  and 


personnel  services  company  is  on  the 
defensive.  Companies  are  either  laying 
off  people  or  not  hiring.  For  the  first 
nine  months  of  2001  revenues  from  its 
staffing  business  sank  20%  to  $1  billion. 
Total  revenues — excluding  those  from  a 
sold  business  unit — are  expected  to 
drop  16%  this  year,  from  $3.1  billion  to 
$2.6  billion.  The  company  expects  op- 
erating earnings  of  about  $  1 5  million. 

So  what  is  Hallman  proposing?  Ex- 
ploit the  downturn.  She  wants  to  find 
new  revenues  in  outsourcing — han- 
dling recruiting,  customer  support 
and  administrative  chores,  like  secre- 
tarial work,  for  companies  looking  to 


cut  costs.  She's  pushing  the 
perhaps  unattainable  goal 
of  doubling  revenues  from 
outsourcing  to  $1  billion, 
or  30%  of  total  revenues, 
by  2004. 

"We've  got  our  timing 
right,  we  just  have  to  get  off 
our  butts  and  move,"  she 
declares. 

Although  Hallman  sat  on 
Spherion's  board  for  six 
years,  this  is  her  first  chief 
executive  job  and  the  first 
time  she's  worked  in  the 
$148  billion  staffing  industry 
dominated  by  Adecco  and 
Manpower.  "The  good  thing 
is,  this  ain't  rocket  science," 
says  industry  analyst  Jeffrey 
M.  Silber.  "You  can  get  your 
hands  around  the  staffing  in- 
dustry pretty  quickly." 

Hallman  was  wooed  to 
Spherion  after  20  years 
at  chemical  manufacturer 
DuPont.  In  1990  she  became 
DuPont's  first  female  vice 
president.  "The  spotlight  was 
big  on  Cinda,"  says  Edgar 
Woolard,  DuPont's  chief 
from  1989  to  1995.  As  chief 
information  officer  in  the 
mid-1990s  she  chopped 
$540  million  off  technology 
costs,  in  part  by  laying  off  a 
quarter  of  DuPont's  8,000 
staffers.  In  1996  Hallman  ne- 
gotiated what  then  was  the 
world's  largest  tech  outsourcing  deal, 
paying  consultants  $4  billion  to  take 
over  DuPont's  computer  systems. 

She  displays  an  air  of  self-confi- 
dence that  makes  her  seem  taller  than 
her  5-foot,  6-inch  frame  would  suggest. 
When  she  was  15,  growing  up  on  a 
farm  in  Texarkana,  Ark.,  her  father  died 
in  an  accident.  "I  decided  that  all 
women  should  be  able  to  care  for 
themselves,"  says  Hallman,  who  took 
over  household  finances  for  her  mother 
and  twin  sister.  She  went  on  to  study 
math  at  the  University  of  Southern 
Arkansas.  Her  first  employer,  Conoco, 
was  bought  by  DuPont  in  1981. 


FORBES"  November  26,  2001  89 


SlirinkiJi&[*ia^ 


She  has  a  reputation  for 
straight  talk.  A  friend  once 
gave  her  a  book  titled  Get  to 
the  Point,  because  she  does. 
That's  her  style  at  Spherion. 
So  far  she's  removed  three 
people,  including  the  chief  in- 
formation officer  and  head  of 
technology  services.  And  in 
weekly  meetings  she  fires 
hardball  queries  to  nail  down 
deadlines  and  projections. 

Hallman  must  deal  with 
problems  at  Spherion  that  go 
beyond  a  weak  economy.  Its 
staffing  business  has  grown 

bloated.  The  company,  sold  as       Source.-  company  reports. 

Interim  Services  in  a  1994  public  offer- 
ing by  H&R  Block,  had  also  gone  on  an 
acquisition  spree  but  misgauged  the 
costs  of  meshing  the  firms.  In  March 
2000  the  newly  named  Spherion  missed 
earnings  estimates  for  the  first  time.  The 
stock  fell  from  $27  to  a  recent  $7.  Says 
Hallman:  "When  you're  making  big 
money,  problems  aren't  transparent." 


Spherion  won't  match  last  year's  revenues.  The  staffing 
business  has  slowed  and  outsourcing  needs  time  to  develop 


2000  revenue:  Total  $3.7  bil 

Outsourcing  (customer  support, 
HR  administration)  $430  mil 

Professional  recruiting 
(placing  lawyers, 
accountants)  $300  mil 

Information  Technology  (IT) 
consulting  $690  mil 


Michael  Page  (U.K.  recruiting  company 
sold  this  year)  $600  mil 

Commercial  staffing 
(temporary  workers)  $1.68  bll 


Her  push  into  outsourcing,  where 
contracts  last  about  five  years,  is  in- 
tended to  stabilize  Spherion's  revenues. 
Spherion  aims  to  do  for  personnel  de- 
partments what  companies  like  Accen- 
ture  do  for  data  processing  departments. 

She  typically  promises  savings  in  the 
range  of  25%  to  30%.  Spherion  can 
offer  that  in  part  by  lowering  labor 


costs.  It  often  moves  an  opera- 
tion to  a  location  where  wages 
and  real  estate  are  cheaper.  For 
example,  when  it  moved  a  caO 
center  from  Washington,  D.C. 
to  Arizona,  operator  pay 
dropped  from  about  $13  an 
hour  to  $8  an  hour.  When  the 
location  isn't  moved,  Spherion 
says  it  rehires  at  most  85%  of 
the  client's  employees,  saving 
money  even  though  it  usually 
pays  the  same  wages  and  ben- 
efits. Economies  of  scale  kick 
in,  since  one  Spherion  office 
can  handle  multiple  clients. 
Other  savings  come  when 
Spherion  charges  several  clients  to  cover  : 
the  cost  of,  say,  software  for  a  call  center. 

Where  Spherion  prices  an  out- 
sourcing deal  astutely,  it  can  make  a 
14%  operating  margin,  compared 
with  4%  for  its  temporary  staffing.  But 
if  it  bids  too  low,  it  can  lose  money  al- 
most as  fast.  Risky?  It's  a  risk  Hallman 
has  to  take.  F 


NUMBER  OF  PEOPLE. 
ON  YOUR  NETWORK 


NUMBER  OF  PEOPLE 
ON  YOUR  BACK 


RETURN     ON  COMMUNICATIONS 


Fact:  The  sales  department  has  different  needs  than 
HR.  Or  manufacturing.  Or  customer  service.  And  they 
all  need  to  be  on  your  network.  But  it's  not  enough  to 
build  a  network  just  to  run  everyone's  apps.You  need 
one  that'll  do  so  without  causing  you  massive 
headaches.  And  that  will  return  your  investment. 
Short  and  long  term. 


That's  where  AT&T  comes  in.  We  know  complex 
networks.  We  know  reliability.  And  we  know  results. 
Proof?  For  Steelcase,  we  put  30  factories  and  16,000 
employees  on  a  single  North  American  network,  speeding 
up  customer  service  and  saving  hundreds  of  thousands 
of  dollars  a  year 

Want  similar  returns?  AT&T  can  help  you  get  them. 


Call  AT&T  toll  free  at  I  866  745-2672  or  visit  us  at  www.attbusiness.com/return 


AT&T 


World  Bank's 

Bad 


Boy 


Bill  Easterly  dared 
to  speak  out  about 
what  was  wrong 
with  the  World  Bank: 
Now  he  may  need 
a  new  job. 


BY  DYAN  MACHAN 
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WILLIAM  EASTERLY,  44,  A 
decent,  thoughtful  man, 
may  have  blushed.  Easterly 
is  one  of  the  World  Bank's 
most  respected  economists 
and  for  now  its  senior  adviser  in  its  devel- 
opment group.  Perhaps  it  was  insensitive 
to  ask  someone  we  just  joined  for  a  meal  in 
Manhattan  about  possibly  leaving  a  16- 
year  job  under  the  cloud  of  "a  disciplinary 
review."  The  bank  is  unhappy  that  East- 
erly wrote  a  newspaper  article  without  its 
permission. 


The  bank's  unhappiness  may  also 
have  something  to  do  with  his  book,  The 
Elusive  Quest  for  Growth,  which  does  to 
World  Bank  policies  what  air  strikes  are 
doing  to  Afghanistan.  In  the  book,  East- 
erly definitively  states  for  the  first  time 
that  there  is  no  correlation  between  the 
trillions  of  dollars  spent  on  aid  since  the 
1960s  and  economic  growth. 

It  probably  hasn't  helped  his  career 
that  Easterly  is  willing  to  say  that  the 
World  Bank's  call  for  additional  aid  fol- 
lowing the  Sept.  1 1  attacks,  to  avert  the 


IN  BUSINESS  TOD^^ 
T'S  NOT  GOOD  ENOUGH  TO  BE  NUMBER  ONE: 
,.iTHE  NUMBERTO  BE  IS  SIX. 

Business  leaders  today  realize  the  tremendous  value  of  six  sigma  -  a  process  that  radically  increases 
efficiency,  and  saves  companies  up  to  billions  of  •dollars  per  year.  In  1994  we  transformed  six  sigma  into  what  it  is 
oiown  as  today,  a  breakthrough  business  strategy.  Six  Sigma  Academy  continues  to  be  the  global  six  sigma  leader, 
ivith  an  unparalleled  success  rate  and  industry-leading  clients  such  as  Dow,  DuPont,  Ford,  GE,  Johnson  Controls, 


bshiba  and  many  others.  To  learn  what  we  can  do  for  your  business,  call  1.800.726.2030. 
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,-yyww.6-si.gma,com.  -    .'  .  . 


1ag(;i;d  and  numbered. 
Just  like  auu 
endangered  species 


Each  individually  numbered  bottle 
i;orifp,itis r^ire  h'cnd  of  a  select  group 
oi.  And  with  every 


deaths  of  tens  of  thousands  of  children, 
is  not  based  on  good  economic  science. 
The  bank's  estimate  of  potential  dead 
children  is  an  extrapolation  of  how 
GDP  growth  will  slow  in  the  short  term, 
which  is  impossible  to  predict,  he  says. 

One  might  have  anticipated  that 
the  young  Easterly  might  end  up 
studying  the  developing  world.  As  he 
tells  it,  his  father,  a  botany  professor, 
"though  conventional  in  every  way,  did 
one  unconventional  thing."  The  senior 
Easterly  took  his  family  to  live  in 
Ghana  in  1969.  When  the  family  re- 
turned, education  continued  for  the 
young  Easterly  around  his  dinner  table 
in  Bowling  Green,  Ohio,  which  drew 
graduate  students  from  around  the 
world.  Capping  it  off.  Easterly  received 
a  Ph.D.  from  MIT. 

Easterly's  research  thoroughly  dis- 
credits many  of  the  policies  champi- 
oned by  bank  President  James 
Wolfensohn  that  have  long  driven  the 
billions  in  zero-interest  loans  to  the 
developing  world.  One  is  known  as 
capital  fundamentalism,  which  he  dis- 
parages as  the  "build-it-and-they- 
will-come"  approach.  The  rationale  is 
that  poor  countries  just  need  ma- 
chines and  bridges  and  dams  to  grow. 
The  result  of  this  $28  trillion  infra- 


Any  successes?  Banker  James  Wolfensohn. 

1963.  Even  President  Bush  recently 
climbed  on  this  bandwagon,  calling 
for  more  education  funding  for  the 
Third  World. 

But  look  at  the  data:  Africa  ex- 
panded education  more  rapidly  than 
East  Asia  from  1960-85.  Yet  the  Asian 
Tigers  began  to  charge  while  sub-Saha- 
ran  Africa  continued  to  crawl.  Why?  In 
the  developing  world  teaching  posi- 
tions are  often  given  away  to  political 
cronies,  who  may  or  may  not  have  any 
incentive  to  teach,  he  says. 


Debt  relief  is  anotlier  misguided 
panacea.  If  s  akin  to  giving  an  alcoliolic 

a  liver  transplant  and  a  tab  at  a  bar.  


structure  picnic  from  1968-90?  No 
GDP  improvement. 

"Machines  [or  bridges  or  dams] 
are  not  inherently  productive,"  ex- 
plains Easterly,  who  recalls  a  1980 
World  Bank  project  to  build  a  shoe 
factory  in  tropical  Tanzania.  An  alu- 
minum building  was  built  with  no 
ventilation.  In  its  best  year  the  factory 
never  got  past  4%  of  capacity.  It  was 
dust  by  1990. 

Educational  funding  is  another 
popular  sinkhole,  into  which  the 
World  Bank  and  developed  nations 
have  sunk  more  than  $30  billion  since 
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Since  poor  government  policies 
seemed  to  be  a  recurring  theme,  a  new, 
improved  loan  policy  was  devised:  We'll 
lend  you  money,  but  you  will  have  to 
change  your  ways.  This  carrot-and- 
stick  approach  was  the  driving  force  be- 
hind $566  billion  in  lending  from  1980 
through  1999.  We  know  the  outcome, 
but  what  was  the  problem?  No  stick. 

During  Mexico's  1994-95  financial 
crisis  World  Bank  officials  insisted 
Mexican  banks  improve  their  inade- 
quate deposit  insurance  rules.  Mexico's 
response:  "No."  The  World  Bank  re- 
sponse: "Sorry.  Would  you  mind  terri- 


ly  connectiog  with  custqme  needs,  we  deliver  value  worldwide. 


y  focusing  on  the  needs  of  our  customers  around  the  globe,  CEMEX  is 
ansforming  the  ways  in  which  building  materials  are  manufactured,  sold  and 
istributed — while  ensuring  brand  loyalty  worldwide.  We  are  continually  working 
)  maximize  the  customer  experience  through  the  use  of  superior  technology  and 
iproved  logistics — ^whether  we're  customizing  ready-mix  for  a  project  or  guiding 
ur  trucks  with  GPS.  Our  pursuit  of  efficiency  has  not  only  made  us  the  best 
f  breed— solidifying  our  position  as  the  most  profitable  global  cement  company — 
C  X  enables  us  to  deliver  value  for  shareholders  and  improve  the  quality 

BWHWH     of  life  for  people  everywhere.  To  learn  more  about  us,  visit 

BYSE  www.cemex.com. 


tuture. 


A  Trillion  Here... 


The  World  Bank  and  other  development  agencies  have  advocated  a  variety 
of  cures  for  the  problems  of  poor  countries,  ranging  from  debt  forgiveness 
to  population  control.  But  for  the  most  part  little  growth  has  resulted. 


Aid:  $132  billion  in  education 
funding  from  1960-99. 
Prediction:  investment  in 
liuman  capital  increases 
productivity,  earnings. 
Result  No  growth  in  output 
per  worker. 


■umi  t 

Aid:  Family-planning  grants  1960-99. 
Prediction:  Reduced  population  growth  would 
improve  living  standards. 
Result:  Population  growth  fell  from  3.2%  to  0.8%, 
but  living  stanrdards  also  fell. 


Aid:  $101  billion  in  capital 
investments  from  1971-99. 
Prediction:  If  you  build  factories  and 
roads,  growth  will  follow. 
Result:  Nigerians  are  poorer  today 
than  they  were  in  1971. 


BOLIVIA 


Aid:  $2  billion  in  debt  forgive- 
ness from  1989-97 
Prediction:  Ridding  Bolivia  of 
its  debt  would  propel  growth. 
Result  Bolivia  remained 
poor— and  borrowed 
another  $2.3  billion. 


bly  writing  us  a  report  then?" 

Next  comes  the  Dalai  Lama,  the 
Pope  and  Bono,  the  rock  star.  These 
great  economic  minds  came  together  in 
a  2000  campaign  to  push  for  debt  relief, 
yet  another  misguided  panacea  to  aid 
growth.  Wouldn't  wiping  the  ledger 
clean  allow  indebted  countries  to  start 
pumping  money  into  health  care,  edu- 
cation, employment  and  development? 
Well,  no. 

It's  akin  to  giving  an  alcoholic  a 
liver  transplant  and  a  tab  at  the  local 
bar.  "The  irresponsible  policies  that 
created  the  high  debt  in  the  first  place 
didn't  go  away,"  says  Easterly.  What 
did  41  highly  indebted  countries  do 
when  $33  billion  in  debt  was  removed 
from  their  books  in  1996?  They  went 
out  and  borrowed  $41  billion  more. 
Per  capita  income  remained  stagnant. 

As  our  entrees  are  cleared,  we  are 
ready  to  discuss  what  can  work.  East- 
erly advocates  tough  love.  Cut  off  those 
countries  that  don't  spend  wisely,  and 
reward  those  that  do.  Let  the  countries 
compete  for  aid  based  on  the  best  plan 
for  poverty  reduction  and  GDP  growth. 

He  doesn't  buy  excuses  for  not  re- 
paying a  loan,  like  bad  climate  or  a  re- 
cession. Says  Easterly;  "These  shocks 
of  nature,  or  climate,  even  of  a  global 
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ARGENTINA 


Aid:  $26  billion  in  conditional" 
loans  from  1980-99. 
Prediction:  We  will  lend  you 
money,  but  you  must  change 
your  ways. 

Result  Zero  per  capita  growth 
and  new  conditional  loans. 


recession  are  not  reasons  countries 
wind  up  rich  or  poor.  Other  countries 
with  the  same  circumstances  end  up 
growing.  The  difference  is  good  or  bad 
government." 

Another  proposal:  When  low-inter- 
est loans  are  awarded,  they  should  go  to 
help  countries  develop  the  institutions 
they  lack,  Hke  bank  regulation,  property 
rights  protection  and  judiciary  sys- 
tems— the  missing  ingredients  for  lur- 
ing private  investment.  New  research 


ZAMBIA 


Aid:  $2  billion  in  aid  that  filled  gap 
between  national  savings  and 
investments  needed,  from  1985-95. 
Prediction:  Per  capita  income  would 
hit  $20,000  and  growth  will  follow. 
Result  Per  capita  income  was  only 
$600  in  1995. 


riod  of  time.  Of  the  130  workers  whoi 
went  to  Korea,  115  returned  toi 
Bangladesh  and  set  up  their  own  gar-i 
ment-export  firms,  eventually  creat-' 
ing  a  $2  billion  textile  industry.  Thei 
same  formula  has  also  worked  inl 
India,  China  and  Mauritius. 

"Ideas  can  spread  to  other  people  at||hisS 
zero  cost,  like  an  infectious  disease," 
says  Easterly.  The  analogy  is  cringe- 
worthy,  but  the  point  is  well  taken.  If 
knowledge  has  a  big  economic  payoff, 


"Nature  or  a  global  recession  are  not 
why  countries  end  up  rich  or  poor.  The 
difference  is  good  or  bad  government." 
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does  show  a  correlation  between  aid 
and  economic  grovki:h  when  countries 
have  good  policies  in  place. 

He  tells  a  story  of  successful  devel- 
opment with  little  in  the  way  of  big 
loans  or  grants.  In  1979  the  South  Ko- 
rean conglomerate  Daewoo  struck  a 
deal  with  Desh  Garments,  a  thread- 
bare shirtmaker  in  Bangladesh.  Dae- 
woo took  130  Desh  workers  to  Korea 
and  trained  them.  In  exchange,  Desh 
paid  Daewoo  8%  of  its  sales  for  a  pe- 


people  will  respond  by  accumulating 
knowledge.  But  it  helps,  as  in  Bangla- 
desh, to  have  a  government  that  is 
friendly  to  foreign  investment. 

Speaking  of  friendliness  to  outside 
ideas,  our  man  Easterly  is  still  trying  to 
work  out  his  differences  with  manage- 
ment. If  he  can't,  what  does  Easterly 
want  to  do  after  the  bank?  "I  just  want 
to  continue  my  research,  but  without 
being  censored  by  an  incredibly  large 
bureaucracy."  F 
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BETTER  THAN  EVER 


his  2001  State  of  the  City  address.  Mayor  Sharpe  James  proclaimed  that 
ewark  is  fast  becoming  a  "Destination  City  of  Choice!" 
he  operative  word  in  that  declaration  is  "choice." 
slewark  has  always  been  a  city  of  destination,  since  its  beginning  as 
J  third-oldest  major  city  in  America,  through  the  Colonial  Era  and  post- 
/il  War  migrations  into  the  20th  century.  In  modern  times,  it  has  been 
lestination  for  the  millions  of  travelers  and  commuters  who  each  year 
ss  through  its  International  Airport  —  one  of  the  world's  busiest  —  on 
}ir  way  to  New  York  City  or  transferring  to  overseas  flights. 
!;ountless  others  traverse  the  city  daily  via     partner  and  a  benefactor  of  Newark's  com- 


Northeast  Rail  Corridor,  the  nation's 
lest,  or  via  the  New  Jersey  Turnpike,  the 
theast's  busiest  roadway,  and  a  network 
iterstate  highways. 

he  fact  that  more  and  more  people  are 
osing  to  stop  and  to  stay  affirms  Newark's 
edible  comeback  from  an  undeserved  rep- 
tion  as  a  crime-ndden  urban  wasteland, 
issuing  his  "City  of  Choice"  proclama- 
Mayor  James  drew  from  an  official  des- 
Jtion  of  Newark  as  a  "destination  city"  by 
New  Jersey  real  estate  industry,  a  key 


mercial  renaissance,  for  sure,  but  also  a 
barometer  of  the  city's  standing  in  the  region. 

In  addition,  a  cover-page  article  in  the  May 
2001  Travel  Section  of  The  Baltimore  Sun 
touted  Newark  as  a  tourist  destination  not 
only  for  its  cultural  richness  and  ethnic  diver- 
sity, but  also  for  its  renewed  spint. 

"Varied  cultural  attractions  and  revitalization 
efforts  are  giving  New  Jersey's  much-maligned 
city  a  new  spirit,"  penned  The  Sun's  travel 
writer.  It's  well-deserved  recognition  of  the 
opportunities  in  the  "new"  Newark. 


The  Remarkable  Renaissance 

Newark's  resurgence  began  soon  after  the 
civil  disturbances  of  the  late  1960s  and  has 
accelerated  remarkably  in  the  last  10  years. 
The  renaissance  has  touched  the  city's 
people,  economy,  culture  and  educational  and 
historical  institutions. 

After  decades  of  disinvestment  and 
depopulation,  a  revitalized  economy,  a  sharp 
decline  in  crime  (down  52%  in  2001)  and 
unemployment,  and  a  business-friendly 
local  government  are  attracting  companies 
to  the  region. 

"Newark  is  emerging  as  a  premier  location 
to  live  and  work.  Arts,  culture,  learning  and 
entertainment  have  flourished,  and  we  have 
become  a  magnet  for  businesses  moving  or 
relocating  to  our  downtown  and  neighbor- 
hoods," asserts  Mayor  James.  "Real  estate 
values  are  soaring,  our  public-private  partner- 
ships and  initiatives  have  gained  us  national 
acclaim,  and  we  are  ready  for  the  new  elec- 
tronic economy." 


I  he  Honorable  bharpe  James 
Mayor 
City  of  Newark 

Newark  is  a  diverse,  2 1  st-cenniry  com- 
munity and  a  major  player  in  the  global 
economy.  In  the  last  1  5  years,  our  dra- 
matic revitalization  has  made  Newark  a 
destination  of  choice  For  businesses  and 
visitors  alike. 

We  boast  tlie  New  York  metro 
region's  busiest  airport,  the  vast  Port 
Newark  and  a  web  of  rail  lines  and 
superhighways.  Our  colleges  and  uni- 
versities graduate  highly  trained  profes- 
sionals in  every  field.  With  five  out- 
standing hospitals  and  Science  Park's 
research  center,  Newark  leads  in  med- 
ical and  public  health  research.  Our 
new  and  renovated  historic  buildings 
have  technology  that  makes  us  one  of 
the  most  "wired"  cities  in  America. 

We  are  proud  of  our  world-class  New 
Jersey  Performing  Arts  Center,  Newark 
Bears  and  Eagles  Stadium,  and  the  inter- 
nationally renowned  Newark  Museum. 
Major  new  developments  are  planned 
on  our  historic  Passaic  Riverfront  and 
downtown  cultural  chstrict,  including  an 
athletic/entertainment  complex  for  two 
professional  sports  teams. 

Come  to  Newark,  America's  "desti- 
nation of  choice"  for  commerce,  indus- 
try and  the  arts,  and  gro\s  vvith  us! 
www.ci.newark.com 


The  mayor's  reference  to  his  city's  readi- 
ness for  electronic  commerce  understates 
what  may  be  one  of  the  city's  least  known,  yet 
most  important,  assets  in  the  new  global  infor- 
mation economy. 

Newark  is  "wired." 

It  sits  in  the  midst  of  one  of  the  most 
advanced  telecommunications  networks  in 
the  nation,  with  more  than  20,000  miles  of 
optical  fiber  providing  instant  access  to  global 
markets  and  making  Newark  one  of  the  most 
wired  cities  in  the  U.S. 

Big  Things  in  a  Small  Package 

Newark's  importance  as  a  regional  eco- 
nomic and  transit  hub  transcends  its  relative- 
ly modest  size  and  population  —  23.7  square 
miles  inhabited  by  273,000  people. 

Even  so,  Newark  is  the  largest  city  in  a 
state  that  enjoys  the  second-highest  income 
per  capita  in  the  U.S.  More  than  4.5  million 
New  Jersey  residents  live  within  25  miles  of 
the  city. 

Newark  is  also  the  portal  to  New  York  City, 
the  world's  largest  financial  and  economic 
market,  and  is  just  minutes  away  by  mass 
transit  for  the  metro  region's  more  than  15  mil- 
lion residents. 

Within  its  relatively  compact  boundaries, 
Newark  encompasses  two  wide  swaths  of 
parkland.  Branch  Brook  Park  is  a  3,200-acre 
expanse  of  green  on  the  northern  edge  that 
boasts  row  upon  row  of  Japanese  cherry 
trees  and  an  annual  cherry  blossom  festival 


%  that  surpasses  the  Washir 
I  ton  Mall  display.  At  the  sou 
>  ern  end  sits  an  equally  expa 
sive  Weequahic  Park,  wh 
surrounds  an  18-hole  pub 
golf  course. 

Five  major  schools 
higher  learning  call  News 
home  —  Rutgers  Newa 
with  9,350  students  on 
campus;  New  Jersey  Institi, 
of  Technology  (NJIT),  8,& 
students;  Seton  Hall  Univei 
ty  Law  School,  1,129  s 
dents;  Essex  County  College  (ECC),  8,8 
students;  and  the  University  of  Medicine  a 
Dentistry  of  New  Jersey  (UMDNJ),  wh 
has  eight  schools  statewide  dedicated  to  t 
medical  research  and  to  educating  phy 
cians,  dentists,  nurses  and  other  health  c 
professionals. 

Along  with  UMDNJ-University  Hospitc 
446-bed  teaching  hospital,  Newark  has  f 
major  regional  hospitals  —  Columbus  Hi 
pital,  a  210-bed  acute-care  facility;  Newi 
Beth  Israel  Medical  Center,  a  669-b 
regional  care/teaching  hospital;  St.  Jan- 
Hospital,  a  189-bed  community  hospita 
the  "Ironbound"  section;  and  Saint  Michae 
Medical  Center,  a  311-bed  regional  tertii 
care,  teaching  and  research  hospital. 

Fully  11.5  square  miles  of  Newark,  nea 
half  its  land  space,  is  occupied  by  the  \\ 
port/seaport  region,  which  is  almost  all  ud 
for  manufacturing  and  warehousing.  The  ai 
has  little  housing  and  no  commercial  distrid 
but  contains  many  warehouses  and  indust 
plants,  including  the  landmark  Anheuser-Bui 
brewery.  Fourteen  major  hotels  dot  thei 
port's  perimeter. 

The  Newark  Airport,  the  first  in  the  New'y) 
metro  region,  was  built  by  the  city  in  1928i| 
68  acres  of  swampland.  In  1948,  the  P 
Authority  of  New  York  and  New  Jersey,  whl 
now  operates  the  region's  three  major  airpc 
as  well  as  the  major  bridge  and  tunnel  era 
ings  in  and  out  of  New  York  City,  assum 
responsibility  for  the  airport's  operations  a 


?6oi.  Conijiiental  Airlines.  Ino. 


YOUR  PRIVATE  JET 

IN  THE  SHOP? 


businessfirst: 


Consistently  voted 
Best  International  Business  Class. 

With  amenities  in  BusinessFirst  like  concierge  service,  gourmet  dining,  sleeper 
seats,  and  a  personal  entertainment  system,  you  may  want  to  think  twice 
about  paying  for  a  private  jet.  For  reservations,  call  your  travel  agent 
or  Continental  Airlines  at  1-800-523-FARE,  visit 
AOL  Keyword:  Continental,  or  ticket  online  at 

continental.com. 

BusinessFiist  was  iiained  Best  Executive/Business  Class  lor  short  and  lony  haul  ioi  2001 
by  the  0/taa//4(r/(ne  Gu/de.  It  was  also  named  Best  Trans-Atlantic  and  Trans-Pacilic 
^'i^^g  BuslnSss  Class  among  U.S.  Airlines  by  Conde  Nasi  Traveler  in  2001 .  ^. 


GAG 


Airline  of  the  Year 
2  0  0  1 


tl»(  Long  Haul  EiKutivc/Uuslnm  Oim 
Kelt  Short  Haul  EKCulivt/ftutinns  Out 


2001 

Airline  off  tlie  Year 


I  Airlines 


Work  Hard. 
"  Fly  Right 


Al  Koeppe 
President  and  Chief  Operating  Officer 
PSE&G 


PSE&G  is  committed  to  fostering 
the  long-term  economic  health  of  all 
of  New  Jersey's  cities  and  their  resi- 
dents. Newark  —  the  state's  largest 
ciry  and  its  key  gateway  location  —  is 
no  exception.  Newark  has  been  home 
to  PSE&G  since  its  founding  in  1903. 
We're  proud  to  be  associated  with  an 
urban  center  rich  in  history  and  cul- 
ture, and  to  be  part  of  the  city's  resur- 
gence —  in  the  arts,  education  and 
commerce. 

PSE&G's  Urban  Initiative,  begun  in 
1996  in  Newark's  South  Ward,  is  just 
one  example  of  what  can  happen 
when  government,  business,  faith- 
based  organizations  and  educators  join 
forces  to  address  public  safety,  eco- 
nomic development,  transportation, 
education,  environment,  housing  and 
quality-of-life  issues. 

As  PSE&G  approaches  1 00  years  of 
service  to  New  Jersey,  and  as  Newark 
moves  into  the  2 1st  century,  we  affirm 
our  commitment  to  this  great  city  and 
its  redevelopment.  We  consider  it  a 
wise  investment. 


PSEG 

We  nutki'  lhing\  -iiuirk  /in 


development  under  a  lease  with  the  city 
that  is  still  in  effect. 

In  recent  years,  the  airport  has  grown  into 
the  New  York  metro  area's  busiest  air  termi- 
nus and  an  international  connector  surpass- 
ing JFK  International  Airport.  Likewise,  its 
major  airline.  Continental  Airlines,  maintains 
its  largest  national  operational  hub  there. 
Continental  has  become  the  nation's  fifth- 
largest  air  carrier,  as  well  as  the  city's  largest 
employer  and  one  of  the  region's  most  active 
corporate  citizens. 

The  Pbrt  Authority,  in  partnership  with  Con- 
tinental Airlines,  is  in  the  midst  of  a  massive 
$1  billion  passenger  terminal  and  parking 
expansion. The  project  includes  a  new  airport 
railroad  station  on  the  Northeast  Rail  Corridor 
that  links  regional  and  local  passenger  train 
service  to  the  airport  terminal  monorail 
system  and  downtown  Newark. 

In  the  aftermath  of  the  September  11  ter- 
rorist attacks,  there  was  fear  that  some  air- 
port development  and  expansion  might  be 
jeopardized,  as  Continental  joined  many  of 
the  nation's  major  airlines  in  imposing  severe 
flight  cutbacks  and  employee  layoffs.  In  mid- 
October,  however.  Continental  announced 
that  its  business  had  rebounded  sufficiently 
for  the  company  to  forego  much  of  the  gov- 
ernment aid  it  projected  it  would  need. 

The  tragic  events  have  had  no  apparent 
immediate  impact  on  Newark's  economy. 
The  Port  Authority,  which  lost  its  headquar- 
ters offices  in  the  Twin  Towers,  moved  sev- 
eral hundred  employees  into  offices  in 
Newark.  Several  other  displaced  firms  from 
the  World  Trade  Center  also  were  reported 
looking  for  space  in  Newark. 

The  Prudential,  Newark's  Rock 

A  number  of  major  corporations  —  most 
notably  the  insurance  companies  led  by  Pru- 
dential and  Mutual  Benefit  Life  —  have  main- 
tained their  headquarters  and  high-profile 
presence  in  downtown  Newark,  even  during 
the  lean  years  in  the  '60s.  They  were  but- 
tressed during  that  period  by  the  banking 
giant  First  Fidelity  (now  First  Union,  soon  to 


be  Wachovia  Corp.),  and  the  state's  major  u 
ities.  Public  Service  Electric  &  Gas  Co.  aj 
New  Jersey  Bell  Telephone  Co.  (now  a  co| 
ponent  of  Verizon). 

Mutual  Benefit  is  gone,  the  victim  of  faill 
land  investments  far  from  its  base  in  Newa 
But  "The  Pru"  remains,  stronger  than  ev 
and  is  about  to  announce  an  IPO. 

Prudential  first  held  the  city's  core  co 
mercial  interests  together  through  wf 
appeared  to  be  irreversible  economic  f 
tunes.  Then  the  giant  insurer  made  an  inve 
ment  decision  that,  along  with  investments 
two  other  key  players,  triggered  Newark's  rg 
talization  in  the  post-riot  era. 

The  Pru  underwrote  development  of  t 
Gateway  Center,  a  $25  million  commerc 
office  and  hotel  project  in  the  then-decayi 
area  around  Penn  Station,  the  major  rail  t 
minal  in  the  region  and  Newark's  princij 
ground  connection  to  New  York  City  and  1 
Northeast  Rail  Corridor. 

Two  other  turnaround  decisions  followj 
soon  after.  The  Port  Authority  of  NewYc 
and  New  Jersey  invested  large  sums 
money  to  expand  Newark  International  i 
port  and  Port  Newark-Elizabeth,  and  mai 
colleges  and  universities  chose  to  build 
campuses  in  Newark. 

The  Renaissance  Continues 

Founded  in  Newark  in  1932  as  one  of  lj 
first  health  insurers  in  the  nation.  Blue  Crcj 
Blue  Shield  joined  the  urban  exodus  of  i 
1960s  and  1970s.  However,  in  1991  the  orj 
nization  (now  Horizon  Blue  Cross  Blue  Shi^ 
of  New  Jersey)  brought  more  than  2,500  jc 
back  to  the  city.  It  shares  a  newly  constru 
ed  20-story  twin  office  tower  adjacent 
Penn  Station  and  along  the  Passaic  River  w| 
NJ  Transit,  the  state's  major  transit  agency 

In  the  1990s,  new  corporate  buildings  rc 
regularly  in  Newark's  downtown  business  o 
trict.They  included  Public  Service  Electric 
Gas  Co.'s  corporate  headquarters,  which  froi 
Military  Park,  a  plaza  that  serves  up  lunch-ho 
concerts  and  entertainment.  Another  ist 
Newark  Legal  &  Communications  Cent 
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what  happens  here 
today  can  change  the 
world  tomorrow. 


Biomedical  research  with  glob- 
al impact,  a  training  ground  for  the 
best  healthcare  professionals  and 
researchers,  access  to  the  most 
advanced  healthcare  -  it's  all 
happening  right  here  in  Newark. 

It's  happening  because  of 
UMDNJ  -  the  University  of  Medicine 
and  Dentistry  of  New  Jersey  and  the 
largest  institution  of  its  kind  in  the 
nation.  UMDNJ  encompasses  eight 
schools  on  five  regional  campuses, 
including  a  46-acre  University 
Heights  campus  in  Newark.  Six  of 
the  schools  have  programs  in 


Newark  and,  with  University  Hospital, 
are  the  core  of  an  academic  health 
center  that  serves  the  entire  north- 
ern New  Jersey  community. 

UMDNJ's  International  Center 
for  Public  Health,  the  centerpiece 
of  Newark's  Science  Park  at 
Universit)'  Heights,  will  open  in 
Spring  2002.  The  state-of-the-art 
building  will  be  the  home  to  the 
Public  Health  Research  Institute, 
relocating  from  Manhattan,  the  New 
Jersey  Medical  School  National 
Tuberculosis  Center  and  the  medical 
school's  department  of  microbio- 
logy and  molecular  genetics. 

But  it's  not  just  size  that  distin- 
guishes UMDNJ  -  it's  the  quality  of 
an  internationally  recognized  faculty 
and  a  talented  and  diverse  student 


body.  It's  the  cutting-edge  basic 
and  translational  research  in  areas 
such  as  cancer,  infectious  diseases, 
neurosciences,  cardiovascular 
disease,  genetics,  ophthalmology 
and  behavioral  health. 

Ideas  born  in  UMDNJ  class- 
rooms and  laboratories  are  translat- 
ed into  improved  medication,  new 
diagnostic  techniques  and  innova- 
tive treatments  that  are  improving 
the  quality  of  life  for  people  around 
the  worid.  And  it's  all  happening 
here  in  Newark. 

For  more  information  about 
UMDNJ's  Newark  campus,  or  any 
of  our  schools  and  units,  please 
call  1-877-GO  UMDNJ  and  ask  for 
Margaret  Green.  Or  visit  our  Web 
site,  www.umdnj.edu 


Great  minds  at  work...  in  the  heart  of  Newark. 


UMDNJ 

University  of  Medicine  &  ' 
Dentistry  of  New  Jersey 


UMDNI  -  A  VITAL 
PARTNER  TO  BUSINESS 

UMDNJ  is  an  important  resource 
to  phannaceutical  and  biotech- 
nology companies,  providing  both 
research  and  training  programs  for 
industry.  Its  statewide  network  of 
resources  positions  UMDNJ  to  per- 
form the  most  demanding 
clinical  trials.  And  its  comprehen- 
sive academic  capabilities  provitie 
outstanding  opportunities  for 
continuing  and  outreach  education 
activities  customized  for  business. 

For  infomiation  on  research 
partnerships,  contact  Dr.  Bill 
Stephenson  at  973-972-5455, 
or  email  research  @umdnj.edu. 

To  learn  more  about  continuing 
and  outreach  education,  call 
Dr.  Robert  Mcjutne  at  973-972-6296 
or  email  m()utrie(?'''umdnj.edu. 


♦  Graduate  School  of  Biomedical  Sciences  ♦  New  Jersey  Dental  School  ♦  New  jersey  Medical  School 
♦  Roljert  Wood  Johnson  Medical  School  ♦  School  of  Health  Related  Professions 
♦  .School  of  Nursing  ♦  School  of  Osteopathic  Medicine  ♦  School  of  Public  Health 

www.umdnj  .edu 


Andrew  T.  Beny 
Chairman,  Executive  Committee 
McCarter  &  English,  LLP 

McCarter  &  English,  LLP  has  deep 
roots  in  Newark  and  New  Jersey  that 
date  from  1844,  with  a  consistent 
commitment  to  the  community  over 
the  years.  Today,  this  Newark-based 
regional  law  firm  provides  counsel  to 
thousands  of  clients  from  multina- 
tional corporations  to  closely  held 
businesses  to  venture-funded  start-ups 
from  its  offices  in  Newark,  New  York 
City,  Hartford,  Philadelphia,  Cherry 
Hill,  Wilmington  and  Baltimore. 

McCarter  &  English  is  a  full-service 
law  firm  that  is  perhaps  best  known  as 
a  litigation  powerhouse  in  mass  toxic 
tort,  products  liability  and  insurance 
coverage  cases.  The  firm  has  earned  a 
national  reputation  as  counsel  for  lead- 
ing companies  in  the  pharmaceutical, 
chemical  and  medical  device  markets. 
Business  leaders  who  demand  cutting- 
edge  legal  strategies  and  aggressive  rep- 
resentation have  come  to  rely  on  the 
multidisciplinary  practice  areas  that 
allow  the  firm  to  respond  rapidly  and 
efficiently  to  any  situation,  and  to 
achieve  and  maintain  a  commitment 
to  excellence. 


which  consolidates  many  of  the  state's  largest, 
most  prestigious  law  firms. 

The  most  recent  major  corporate  relocation 
has  been  the  International  Discount  Telecom- 
munication Corporation  (IDT),  which  was 
drawn  by  the  city's  extensive  fiber-optic  infra- 
structure. IDT  initially  occupied  a  440,000- 
square-foot  building  on  Broad  Street,  the 
former  headquarters  of  Mutual  Benefit  Life, 
and  has  begun  to  seek  additional  space. 

With  more  than  11  million  square  feet  of 
existing  office  space,  Newark  is  the  largest 
single  center  of  office  employment  in  New 
Jersey.  The  city  has  established  Special 
Improvement  Districts  (SIDs)  and  an  Enter- 
tainment District,  both  of  which  encourage 
increased  downtown  commercial  activity  by 
improving  pedestrian  safety  and  street 
cleanliness,  and  organizing  cultural  and  busi- 
ness events. 

Hospitality,  Culture  &  Entertainment 

Newark's  preeminence  as  a  cultural  center 
was  established  over  100  years  ago  with  the 
opening  of  its  Public  Library,  the  largest  in  the 
state,  and  the  Newark  Museum.  The  museum 
boasts  one  of  the  countn/'s  largest  collections 
of  Tibetan  art  and  a  Tibetan  Buddhist  altar  con- 
secrated by  the  Dalai  Lama. 

About  a  half-mile  away  is  the  stunning 
Cathedral  Basilica  of  the  Sacred  Heart,  the 
fifth-largest  cathedral  in  North  America.  Its 
323-foot  spires  provide  a  dramatic  high  point 
in  the  city's  skyline.  During  his  1995  visit  to 


Newark,  Pope  John  Pai. 
£  granted  the  Cathedral  spe 
status.  j 
The  city's  newest  cult 
icon  is  the  NJPAC,  which 
garnered  national  attention 
its  programming  diversity,  € 
cation  initiatives  and  catal 
role  in  returning  nightlife 
downtown  Newark.  Since 
1997  opening,  nearly  2  mil 
people  have  visited 
NJPAC's  two  halls,  the  2,'> 
seat  Prudential  Hall  and 
514-seat  Victoria  Theater,  to  enjoy  wc 
renowned  artists  and  theatrical  performani 
Newark's  historic  Symphony  Hall  providi 
second  venue  for  theatrical  and  musical 
formances.  Newark  is  also  home  toWBi 
FM,  the  nation's  preeminent  all-jazz  radio 
tion,  which  shares  a  building  in  the  ci 
designated  entertainment  district  v 
Arthur's,  a  new  nightspot  and  the  first  sup 
club  to  open  in  decades. 

Ethnically  diverse  restaurants  aboun 
Newark.  From  soul  food  at  Je's  on  Hal 
Street,  to  Italian  food  and  bistros  on  Bio- 
field  Avenue  in  the  city's  North  Ward  Ite 
enclave,  to  Spanish,  Portuguese  and  Br 
ian  restaurants  in  the  "Ironbound"  a 
every  neighborhood  offers  a  unique  culir 
experience. 

And  the  Newark  Bears  are  back.  One  of 
most  storied  minor  league  baseball  franchi 
in  the  '30s  and  '40s,  the  Newark  Bears  h 
been  reconstituted  by  ex-Yankee  catcher  I 
Cerone.The  team  plays  in  the  new  6,000-; 
Riverfront  Stadium  a  half-mile  up  the  Pasi 
Riverfront  from  the  NJPAC. 

The  Arena 

■The  Newark  development  that  has  captij 
the  most  attention  is  the  proposed  sp< 
arena  and  entertainment  complex  that  co 
be  the  new  home  of  the  New  Jersey  N 
basketball  team  and  New  Jersey  De 
hockey  team.  A  40-acre  site  has  been  sell 
ed  downtown  and  adjacent  to  the  city's  P 
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Dennis  M.  Bone 

President 
Verizon  New  Jersey 


erizon  Communications,  formed  by 
merger  of  Bell  Atlantic  and  GTE,  is 
of  the  world's  leading  providers  of 
;ommunications  services. 
1  New  Jersey,  Verizon  continues  to 
committed  corporate  partner,  a 
omer-focused  provider  and  a 
or  employer.  Verizon  New  Jersey 
es  itself  on  providing  superior 
;ommunications  services  to  its 
ience  and  business  customers.  As 
ctive  member  of  the  New  Jersey 
mber  of  Commerce  and  Work- 
:  Investment  Boards,  Verizon  New 
;y  continues  to  support  strategic 
atives  that  stimulate  business 
vth  in  the  state.  We  currently 
St  about  $25  million  per  week 
ew  Jersey  in  the  form  of  network 
stment  and  technology  deploy- 
t,  and  enabled  more  than  2,000 
ic  schools  and  libraries  to  have 
-speed  Internet  access.  In  Newark, 
re  demonstrating  our  commit- 
:  with  a  $46  million  renovation  of 
i^ew  Jersey  headquarters  building. 
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Station,  much  like  Madison  Square  Garden 
sits  on  rail  and  subway  lines  in  New  York. 

The  site  would  comprise  2.7  million  square 
feet  of  mixed-use  commercial,  retail  and  resi- 
dential establishments,  including  a  hotel,  tele- 
vision studio  and  an  array  of  restaurants  and 
office  buildings.  The  plan  also  calls  for  nearby 
neighborhood  redevelopment. 

Prevailing  speculation  holds  that  it  is  not  a 
question  of  "if"  but  rather  "when"  the  arena 
development  breaks  ground. 

The  Ironbound 

Newark's  most  interesting  attraction  may 
not  be  a  cultural,  recreational  or  entertainment 
venue,  but  a  rich,  densely  packed  ethnic  dis- 
tnct  of  mixed  residential,  neighborhood  com- 
merce and  manufacturing  known  as  the  "Iron- 
bound,"  so  named  for  the  historic  rail  lines  that 
once  encircled  the  area. 

In  past  decades,  Portuguese,  Spanish 
and  Brazilians  led  the  immigration  to  its 
neat,  but  crowded,  neighborhoods  of  tree- 
lined  streets  and  aluminum-sided  and  tiled 
row  houses.  Collectively,  they  have 
become  the  second-largest  ethnic  popula- 
tion. (African-Americans  account  for  53% 
of  city  residents,  followed  by  Hispanics  at 
over  30%  and  Whites  at  25%.  Both  Black 
and  White  populations  have  declined  sig- 
nificantly in  the  past  decade,  while  Hispan- 
ics have  multiplied.) 

A  visit  to  the  Ironbound  is  akin  to  visiting  a 
small,  thriving  European  city.  Ferry  Street,  the 
main  commercial  thoroughfare,  is  lined  with 
Spanish,  Portuguese  and  Brazilian  restau- 
rants, grocery  stores,  supermarkets  and 
small  retail  establishments.  Many  of  its 
restaurants  have  been  lauded  for  their  ethnic 
menus  and  unmatched  dining  experiences. 

The  Future 

Newark's  "Comprehensive  Economic 
Development  Strategy  2001 "  (CEDS  2001)  is 
an  assessment  of  the  city's  economic  status 
and  a  blueprint  for  its  revival.  Created  by  the 
city's  principal  renaissance  agency,  the 
Newark  Economic  Development  Corp.,  CEDS 


Albert  R.  Camper,  ]r. 
President  and  Chief  Executive  Officer 
Tyco  Capital 

Tyco  Capital,  formerly  CIT,  is  a 
leading  provider  of  commercial  financ- 
ing and  advisory  services  for  companies 
in  over  30  industries.  Founded  in 
1908,  Tyco  Capital  prides  itself  on  its 
extensive  history,  industry  and  financ- 
ing expertise  and  broad  range  of  com- 
petencies. The  Company  is  committed 
to  providing  innovative  lending  and 
leasing  solutions  to  a  wide  variety  of 
industries,  through  varying  economic 
times. 

With  headquarters  in  New  Jersey, 
Tyco  Capital  is  proud  to  be  a  part  of 
the  State's  vibrant  business,  education- 
al and  cultural  communities. 

On  June  1,  2001  Tyco  International  Ltd. 
acquired  CIT.  On  October  1,  2001  CIT 
officially  changed  its  name  to  Tyco  Capital. 
Albert  R.  Camper,  Jr.  continues  as  Tyco 
Capital's  president  and  chief  executive  offi- 
cer and  is  a  member  of  Tyco's  Board  of 
Directors. 

Tyco  Capital  companies  are  subsidiaries  of 
Tyco  International  Ltd.  (NYSE:  TYC;  LSE: 
TYI;  BSX:  TYC) 
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NATIONAL  HISTORIC  SITE 
WEST  ORANGE,  NEW  JERSEY 
Even  in  these  challenging  times,  our 
work  to  preserve  and  enhance  the 
Renaissance  of  Newark  must  continue. 
And  with  your  help,  so  too  must  our 
work  to  protect  the  legacy  of  one  of 
America's  greatest  heroes. 

Thomas  Alva  Edison's  Invention 
Factory  in  West  Orange  is  in  danger  of 
being  lost.  The  Edison  Preservation 
Foundation  has  embarked  on  an  $80 
million  international  campaign  to  revi- 
talize this  endangered  American  Trea^jMHlH 
sure  and  to  better  harness  Edison's^^^W 
potential  to  touch  and  inspire  students 
—  especially  young  women  and 
minorities  —  to  pursue  careers  in  the 
sciences. 

Of  great  significance  to  our  campaign 
is  the  involvement  and  partnership  of  the 
Charles  Edison  Fund,  which  for  nearly 
30  years  has  supported  Newark  schools 
and  civic  organizations,  including  The  ^ 
Chad  School,  St.  Benedict's  Preparatory,  ^ 
St.  Vincent  Academy,  St.  Phillip's  Acad- 
emy and  the  Newark  Boys  Choir. 

We  need  your  support! 

HELP  KEEP  THE  LIGHT  LIT! 


www.edisonpforg 
or  contact 
John  P.  Keegan 
Chairman  and  President 
973-648-0500 
973-648-0400  fax 


2001  lists  43  major  short-term  projects  and  15 
major  long-term  ones.  It  is  a  must-read  for 
anyone  interested  in  doing  business  here. 

.Clearly,  the  key  projects  are  the  extensive 
airport  improvements  and  rail  links  that  will 
enhance  Newark  as  a  destination  city  and  tran- 
sit hub.  New  downtown  projects  alone  could 
add  over  3.6  million  square  feet  of  office  space 
in  the  short  term.  And,  if  the  arena  project  pro- 
ceeds, another  1  million  square  feet  of  office 
and  retail  space  would  be  added. 

Redevelopment  of  the  Passaic  Riverfront 
has  already  begun.  (The  city  has  13  miles 
of  waterfront  extending  to  Port  Newark.) 
Funding  is  in  place  and  bulkhead  restora- 
tion has  started  for  a  waterfront  pedestrian 
walkway  and  park,  as  well  as  construction 
on  the  first  phase  of  the  Passaic  River 
Master  Plan,  which  includes  offices,  hotels 
and  restaurants  near  the  Gateway  Center, 
Penn  Station  and  NJPAC.The  first  high-rise 
construction  is  the  $83  million  Claremont 
Tower,  a  12-story  Class-A  office  building 
that  will  house  the  FBI's  Newark  head- 
quarters. It  is  the  first  high-rise  to  be  erect- 
ed in  a  decade. 

Development  of  Newark's  workforce  and 
neighborhoods  is  another  priority.  Three 
major  agencies,  the  Mayor's  Office  of 
Employment,  New  Communities  Corp.  (a 
nationally  recognized  people-building  and 
community  development  organization)  and 
New  Newark  Foundation  (a  people  and  prop- 
erty developer  that  includes  worker  training 
as  a  component  of  every  project)  have 
focused  on  reducing  the  city's  high  unem- 
ployment rate.  The  2000  unemployment  rate 
of  8.1  %  is  a  sharp  decline  from  14.7%  in 
1990.  At  the  same  time,  public  assistance 
cases  have  dropped  47%  since  1995. 

Attractive  lov\^rise,  mixed-income  rental  and 
for-sale  housing  epitomize  Newark's  residen- 
tial development.  Some  of  these  span  blocks 
of  city  landscape,  particularly  in  the  Society  Hill 
and  University  Heights  neighborhoods  and  in 
New  Communities  Corp.  properties.  Much  of 
the  new  housing  replaces  the  failed  high-rise 
"urban  ghettos,"  which  Newark  was  among 


J  first  cities  to  implode  and  level.  More  than 
)00  new  housing  units  have  been  built  in 
J  last  three  years. 

^s  a  capstone  to  the  economic  develop- 
mt  and  image  restoration,  Newark  is  about 
open  a  Convention  &  Visitors  Bureau  to  help 
itors,  travelers  and  new  residents  navigate 
"new"  Newark, 
po  the  next  time  The  Baltimore  Sun's  travel 
iter  pays  a  call,  she  won't  have  to  ask  old 
wark  hands  to  point  the  way;  she  can  rely 
the  bureau  as  her  guide  to  the  city's  great 
'actions  and  opportunities. 

WHO  CRANK  NEWARK'S  ENGINE 

jyor  Sharpe  James  —  Mayor  for  16 
3rs;  relentless,  irrepressible  city  booster; 
jor  renaissance  advances  under  his  watch, 
iy  Chambers  —  Newark's  revitalization 
igel"  and  philanthropist;  born  and  raised  in 
»A/ark;  cofounder  of  New  Newark  Founda- 
1  with  Prudential  and  Arthur  Ryan;  owner- 
p  interest  in  NY  Yankees,  NJ  Nets  and 
^ils;  chief  proponent  of  Newark  sports 
na;  provided  critical  support  for  NJPAC  . 
'bara  Bell  Coleman  —  One  of  the  city's 
;t-connected  movers  and  shakers, 
-aiella  —  Deputy  Mayor,  former  head  of 
mrk's  Economic  Development  Corp. 
ry  Goldman  —  New  Jersey  Performing 
>  Center's  first  and  only  chief. 
pHallock — President,  Regional  Business 
nership,  corporate  Newark's  principal  agent 
Genomic  boosterism,  redevelopment, 
r.  William  Linder  —  Founder,  leader  of 
V  Communities  Corp.;  one  of  nation's 
St  successful  community  development 
anizations. 

Ocasio  —  Heads  La  Casa  de  Don  Pedro, 
's  preeminent  Hispanic  community  devel- 
ent  organization. 
John  Petillo  —  Newark  Alliance  Presi- 
t  &  CEO;  ex-chancellor  of  Seton  Hall  Uni- 
sity  and  ex-CEO  of  Horizon  Blue  Cross 
3  Shield, 

lur  F.  Ryan  —  Prudential  Chairman  & 
);  most  influential  leader  of  Newark's 
orate  establishment/interests.  ■ 


New  Life  For  Newark. 

Revitalized  Newark  Ideal  Setting  For  SBLI  USA. 


SBLI  USA  Mutual  Life  Insurance 
Company,  Inc.*  chose  Newark  for  their  new 
Operations  Center  with  customers  in 
mind.  Newark  has  undergone  a  remarkable 
economic  and  cultural  revival  in  recent 
years;  one  that  fits  the  company's  targeted 
marketing  strategy  to  a  tee. 

"By  leveraging  our  specialized  technology 
platform,  we  offer  quality  products  and 
^m^^     exceptional  service  to  the 
^^^^k    growing  population  of 
B"   "  !■   working  Americans,"  says 
Vikki  L.  Pryor,  SBLI  USA 
President  &  CEO.  "Newark 
offers  advantages  that 
Vikki  L.  Pryor    make  it  a  natural  choice 
for  a  'click  and  mortar'  financial  company 
like  SBLI  USA." 


Not  affiliated  with  The  Savings  Bank  Life  Insurance  Company  o*  Massachusetts 
or  The  Savings  Bank  Life  Insurance  Company  of  Connecticut 

©  2001  SBLI  USA  MUTUAL  LIFE  INSURANCE 
COMPANY.  INC..  NEW  YORK,  NY 


A  $1.3B  financial  provider  that's  expanding 
nationally,  SBLI  USA's  integrated 
marketing  includes  telesales,  e-business 
and  a  growing  network  of  retail  partner 
institutions.  It  is  an  effective,  targeted 
and  unique  approach  to  an  expanding 
and  untapped  market.  Newark's  advanced 
communications  infrastructure  supports 
SBLI  USA's  unique  technology-driven 
value  proposition. 

"We've  positioned  ourselves  and 
our  business  partners  as  leaders  in  the 
market  niche  we've  chosen,"  Pryor  says. 
"Joining  in  Newark's  revitalization  is  part 
of  that  process." 

For  information  on  partner  opportunities, 
contact  us  today  at  (212)  356-0300. 


www.sbliusa.com 


^AOL  Keyword:  SBLI  USA 


Newark,  New  Jersey- 
one  of  America's 
finest  business  addresses. 

Prudential  serves  the  insurance  and  investment 
needs  of  millions  of  people  across  the  country. 
And  it  starts  right  here— in  Newark— the  city  that 
we've  called  home  for  125  years. 


Prudential  (Mj  Financial 

Crowing  and  Protecting  Your  Wealth'" 

Prudential  Financiol  is  a  service  mark  of  Prudential,  Newark,  NJ  and  its  affiliates. 


.ATION  OF  CHOICE. 


A  Center  for 

the  Arts  and  Culture!  ^  "'Shly  Educated 

Workforce! 


ACCESSIBLE 
WIRED 
E  DUCAT 
VIBRA 


City  of  Newark_ 

SHARPE  JAMES_  Mayor 


By  road,  rail,  air  and  sea 

With  an  unparalleled,  21st  centun/  information  infrastructure 

With  a  growing  student  population  at  five  colleges  and  universities 

Over  2  nnillion  people  have  enjoyed  the  New  Jersey  Performing 
Arts  Center,  Newark  Museum  and  a  wealth  of  cultural  venues. 


Municipal  Council_  DONALD  BBAOLEY_  Council  President,  South  Ward  //  AUGUSTO  AMADOR_  East  Ward  //  COM  BOOKER^  Central  Ward 

MAMIE  BRiDGEFORTH  Westward  //  ANTHONY  CARRINO  North  Ward  //  GAYLE  H.  CHANEYFIELD-JENKINS.  At-Large  //  LUiS  QUINTANA^  At-Large 

DONALD  TUCKER^  At-Large  //  BESSIE  WALKER^  At  Large 

Business  Administrator  HAROLD  LUCAS 

For  more  information  please  contact_ 

DEPARTMENT  OF  HOOSlKCi  AND  ECONOMIC  DEVELOPMENT_  Room  218  City  Hall  //  920  Broad  St.,  Newark  NJ  07102  //  973-733-6575 
Attn:  ALFRED  FAIELLA^.  Deputy  Mayor  of  Housing  and  Economic  Development  //  e-mail:faiellaa@cl,newark.nj.us 


Gangster-Free  Capitalism? 

Oleg  Deripaska  survived  Russia's  bloody  privatization.  Now,  just  like  the 
country  as  a  whole,  he  is  practicing  a  more  civilized  form  of  business. 


Forget  about  off- 
shore accounts: 
Deripaska  is  bullish 
on  Putin's  Russia. 


}Y  PAUL  KLEBNIKOV 

TO  HEAR  RUSSIAN  TYCOON 
Oleg  Deripaska  tell  it,  the  main 
problem  facing  Russia  today  is 
bad  public  relations.  Deri- 
paska, 33,  is  founder  and  one 
)f  the  controlling  shareholders  of  Rus- 
,ian  Aluminum,  the  world's  second- 
argest  aluminum  producer,  but  he  says 
le  gets  no  respect. 

Case  in  point:  Three  years  ago  Deri- 
)aska  met  with  U.S.  Treasury  Secretary 
'aul  O'Neill  at  a  Rand  Corp.  conference. 
3'Neill  was  chairman  of  Alcoa  at  the 
ime,  and  Deripaska  tried  to  get  him  to 


invest  in  Russia's  aluminum  smelters. 

"O'Neill  had  an  emotional  reaction 
that  the  level  of  corruption  was  too  high 
to  do  serious  projects  in  Russia,"  Deri- 
paska recalls.  "He  told  me:  'I  don't  want 
to  pay  bribes  every  time  my  product  has 
to  cross  a  bridge.'  I  told  him  that  I  didn't 
have  to  pay  bribes,  but  I  couldn't  con- 
vince him." 

Would  Alcoa  have  a  different  re- 
sponse today?  It  might.  Now,  with  Russia 
and  the  U.S.  making  common  cause  in 
the  war  against  terrorism,  a  lot  of  shelved 
investment  projects  may  get  a  second 
look.  "It  is  no  more  difficult  to  work  in 


Russia  than  in  China,"  claims  Deripaska. 
"We  simply  have  an  image  problem." 

Perhaps  that  is  an  understatement. 
Last  December  several  of  his  business  ri- 
vals filed  a  lawsuit  in  the  U.S.  District 
Court  in  Manhattan  alleging  that  Deri- 
paska and  his  partners  used  death 
threats,  gangsters  and  fraud  to  gain  con- 
trol of  an  aluminum  smelter  in  the  Siber- 
ian town  of  Novokuznetsk.  Assuming  the 
plaintiffs  can  overcome  any  objections  to 
this  choice  of  forum  for  a  Russian  dis- 
pute, they  will  try  to  maintain  the  action 
under  the  expansive  Racketeer  Influ- 
enced &  Corrupt  Organizations  (RICO) 
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otup  paying 

much  in  taxes! 


Every  year  you  face  the  challenge  of  holding  onto 
the  money  you  earn.  And  every  year  you  pay  more 
than  your  fair  share  of  taxes. 

So  what  are  you  going  to  do?  Contact  CSA 
Strategic  Advisors.  We  are  an  expert  team  of  attor- 
neys, CPAs  and  financial  consultants  that  assist 
affluent  individuals  and  businesses  in  maximizing 
their  wealth.  Our  unique,  high-impact  strategies  are 
backed  by  major  law  firms,  accounting  practices, 
and  nationally  recognized  service  providers. 


CLIENT  TYPE 

TAXES 
BEFORE 

TAXES 
AFTER 

ORDINARY 
INCOME  1 

$  787,500 

$  393,750 

ORDINARY 
INCOME  2 

$  225,000 

$  90,000 

CAPITAL 
GAINS  1 

$2,500,000 

$  289,000 

CAPITAL 
GAINS  2 

$  250,000 

$  75,000 

Contact  us  today  to  learn  what  we  can  do  for  you. 

For  more  information  or  to  schedule  a  no 

-obligation  initial 

consultation,  please  call  1  -800-695-9326 

CSA 

strategic  acJvisors 

1-800-695-9326 

www.affluentadvisors.com 

It'sjour  money.  It'sjour  move! 

Statute,  which  permits  a  trebling 
of  damages. 

Deripaska's  longtime  partner, 
Mikhail  Chernoi,  has  been  de- 
tained twice  by  police — once  in 
Switzerland  and  more  recently  in 
Israel — and  questioned  about 
possible  links  to  organized  crime.' 
Deripaska  himself  was  disinvited 
from  the  Davos  conference  this 
year;  he  has  also  been  denied 
entry  into  the  U.S. 

One  of  the  initiators  of  the 
RICO  suit,  a  fugitive  Russian  busi- 
nessman named  Mikhail  Zhivilo, 
has  his  own  image  problems.  In 
Russia  there  is  an  outstanding 
warrant  for  his  arrest  on  the 
charge  of  plotting  the  murder  of 
a  Siberian  governor. 

Deripaska  brushes  aside  the 
RICO  allegations  simply  as  an  at- 
tempt by  the  disgruntled  ZhivUo 
to  get  more  money  on  top  of  the 
$100  million  he  was  paid  for  the 
Novokuznetsk  smelter. 

Whether  he  is  innocent  or 
not,  Deripaska's  problem  is  that 
he  has  made  his  career  in  one  of 
the  most  criminalized  sectors  of  the 
Russian  economy.  In  the  early  1990s,  as 
communism  fell,  unscrupulous  traders 
rushed  to  grab  control  of  Russia's  indus- 
trial assets.  The  giant  aluminum  industry, 
one  of  Russia's  top  export  earners  (about 
$4  billion  a  year),  was  a  juicy  prize. 

Initially  the  dominant  player  in  this 
game  was  Marc  Rich,  the  fugitive  U.S. 
commodities  trader  famously  pardoned 
by  President  Clinton.  By  1993  the  com- 
panies most  directly  associated  with  Rich 
began  to  be  pushed  out  and  a  new  player 
emerged  to  dominate  the  Russian  alu- 
minum business:  a  loose  association  of 
commodities  traders  commonly  known 
as  the  Trans-World  group.  The  group 
was  led  by  two  Russian  brothers,  Mikhail 
Chernoi  and  his  brother.  Lev,  and  two 
traders  based  in  Western  Europe,  David 
and  Simon  Reuben.  Operating  out  of 
London,  Geneva,  Monte  Carlo  and 
Moscow,  Trans-World  bought  control- 
ling stakes  in  most  of  Russia's  biggest 
smelters  and  locked  up  most  of  the  big 
export  contracts. 
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When  the  smoke  had 
cleared  in  Russia's 
aluminum  wars,  dozens 
of  executives,  bankers,! 
traders  and  mob 
bosses  were  dead. 


T 


At  first,  Marc  Rich  was  triumphant  in  Russia. 

Deripaska,  meanwhile,  was  a  small- 
time metals  trader  who  had  started  in 
business  whUe  still  a  student  at  Moscow 
State  University.  Between  1993  and  1994 
he  accumulated  a  20%  stake  in  the 
285,000-ton-a-year  Sayansk  aluminum 
smelter.  Such  were  the  prices  in  the  pri- 
vatization fire  sale  that  the  stake  cost  De- 
ripaska just  a  few  million  dollars.  The 
other  big  shareholder  in  Sayansk  was 
Trans-World.  Deripaska  joined  forces 
with  Trans- World  to  take  over  Sayansk. 

"The  plant  was  grinding  to  a  halt," 
Deripaska  recalls.  "We  kicked  out  the  old 
director.  I  wanted  to  put  in  someone  else, 
but  I  found  out  that  [my  replacement 
candidate]  was  linked  to  a  local  gangster 
organization,  so  I  had  to  take  over  the 
plant  myself  That's  when  I  started  hav- 
ing problems." 

Problems?  That's  Deripaska's  deli- 
cate way  of  referring  to  the  four  years 
of  violence  that  swept  across  the  alu- 
minum sector.  When  the  smoke  had 
cleared,  dozens  of  executives,  bankers, 
traders  and  mob  bosses  were  dead.  The 
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h  the  widest  array  of  transportation  services  in  ttie  industry,  Yellow  really  stands  out.  You'll  find  everything  you're  looking  for  to  get  your  shipments  where  they 
d  to  be.  Like  the  broad  coverage  of  Standard  Ground,  and  the  guaranteed  service  of  Definite  Delivery.'"  Yellow  also  offers  expedited,  time-definite  shipping  with 
ct  Express',"  and  the  worldwide  coverage  of  Yellow  Global.  Our  Standard  Ground  Regional  Advantage  is  your  fast  choice  for  regional  service.  Plus,  Yellow  gives 
3  host  of  solutions  to  address  your  various  specialized  transportation  needs.  No  matter  which  you  choose,  your  shipments  get  there  intact  and  on  time.  In  fact, 
continuous  operational  improvements  have  helped  Yellow  become  the  first  carrier  in  the  industry  to  be  ISO  9001:2000  certified  for  quality.  And,  at  Yellow,  we're 
iing  the  way  with  award-winning  24/7  customer  service  centers  and  innovative  technology,  including  myyellow.com.  All  of  which  make  it  easy  to  see  why  the 
/  color  you  need  in  your  transportation  picture  is  Yellow. 

Big  shipments  for  business.  Anytime.  Anywhere.  At  any  speed.  Guaranteed.' 


YELLOW 


(ISO) 

CERTIFIED 


www.myyellow.com;; 


(  1-800-610-6500 


©  2001  Yellow  Freight  System.  Inc. 
All  Rigtits  Reser</eO. 

'Applies  to  Exact  Express  and  Definite  Delivery 


What  does 

product 

development 

mean  to 

you? 


D2001  Parametric  Technology  Corporation.  PTC  and  its  logo  and  Product  Development  Means  Business  are  trademarks  or 
registered  trademarks  of  Parametric  Technology  Corporation  or  its  subsidiaries  in  the  United  States  and  in  other  countries. 


"A  handheld  that  dazzles 
shareholders  as  much 
as  it  does  users." 


v  The  only  thing  better  than  delivering 

I  a  breakthrough  product  is  doing  it 

again.  That's  why  PTC  solutions  for 
Collaborative  Product  Development 
are  designed  to  capture  the  best 
thinking  of  your  engineers,  suppliers, 
and  customers.  PTC  is  the  world's  largest 
software  company  with  a  total  commit- 
ment to  the  product  development  process. 
Product  development  means  business-and  at  PTC, 
it's  our  only  business.  1.888. PTC.3776  or  www.ptc.com 


Product  development  means  business: 


PTC 

shaping  Innovation 


bloodiest  battles  were  fought  over  the 
gigantic  Krasnoyarsk  aluminum 
smelter.  For  several  years  this  enterprise 
was  up  for  grabs.  Trans-World  had  a 
20%  stake,  but  rival  trading  companies 
also  had  a  claim  on  the  business,  as  did 
the  local  gangster  organization. 

In  the  summer  of  1995  Oleg  Kantor, 
the  president  of  a  bank  that  had  recently 
taken  an  important  position  in  Krasno- 
yarsk, was  ambushed  in  his  car  in 
Moscow,  shot  and  stabbed  to  death. 

A  month  later  it  was  the  turn  of  Felix 
Lvov  of  AIOC,  the  New  York-based  trad- 
ing company  that  had  the  Krasnoyarsk 
export  contract.  Lvov,  the  point  man  for 
AIOC  in  Russia,  was  accosted  and  led 
away  by  two  men  in  uniform  as  he  was 
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Russia  Versus  the  West  

Russia  is  the  second-largest  aluminum  producer 
in  the  world.  While  it  pays  more  to  import  its  raw 
materials  to  distant  Siberia,  it  makes  it  up  with 
very  cheap  electricity  and  labor. 


Western 
producers 


Russian 
producers 


Average  2000  cash  price  per  metric  ton 
of  primary  aluminum  $1,549 

$1,549 

COSTS 

Alumina  and 

other  material  inputs 

740 

869 

Electricity 

274 

156 

Labor 

157 

49 

Other 

66 

90 

Total 

1,237 

1,164 

Operating  profit  per  metric  ton 

$312 

$385 

Sources:  CRU  International,  Ltd.;  Troika  Dialog. 

Total  2000  production  of  primary  aluminum 
(in  thousands  of  metric  tons):  24,496 

All  other 


Brazil 


Australia 


Russia 


Canada 


China 


Source:  World  Bureau  of  Metal  Statistics. 


preparing  to  board  a  plane  at  a  Moscow 
airport.  His  corpse  was  found  in  a  forest 
several  days  later;  AIOC  withdrew  from 


Krasnoyarsk  and  declare 
bankruptcy. 

In  the  late  1990s,  with  mosi 
of  its  rivals  having  fallen  by  th 
wayside,  Trans-World  tooD 
control  of  the  Krasnoyarsk  alu 
minum  smelter  in  cooperatior 
with  one  Anatoli  Bykov.  Byko^i 
is  a  former  boxer  who  became 
the  plant's  manager;  he  is  nov 
in  a  Moscow  jail  awaiting  triaj 
on  a  murder  charge. 

By  this  time  the  origina 
Trans-World  group  had  splii 
up.  The  older  of  the  Chernol 
brothers,  Mikhail,  quarrelecj 
with  the  others,  cashed  out  anci 
joined  Deripaska  at  th( 
Sayansk  smelter. 

Deripaska  says  that  he 
steered  clear  of  the  gang  wars 
and  stayed  focused  on  the  pol 
Unes.  By  2000  he  had  boosted 
production  to  450,000  tons 
But  he  really  proved  himself  a 
different  kind  of  aluminum  in- 
dustrialist in  1999,  when  he 
began  lobbying  against  the! 
practice  that  had  made  tradersl 
like  Trans-World  fabulously 
wealthy:  tolling — a  type  o 
barter  by  which  a  trader  lends  the  alu 
minum  smelter  raw  materials  and  gets 
finished  aluminum  back.  Throug. 


Novartis  and  Clay  drove 
jhis     ux^  into  remission 
in  60  days. 


In  March  2000  Clay  Coker  dragged  himself  into  his  local  ER.  He 
had  already  suffered  through  months  of  fever,  chills  and  extreme 
fatigue,  but  what  he  discovered  made  him  feel  even  worse.  He  was 
diagnosed  with  cancer.  It  had  made  him  so  weak  that  climbing  a 
flight  of  stairs  became  impossible.  But  those  dark  days  are  over. 
Today,  Clay's  feeling  great  and  climbing  mountains  to  prove  it. 
Novartis  is  proud  to  be  the  innovative  force  that's  bringing  new 
optimism  and  hope  to  patients  and  their  families.  No  one  can 
promise  what  the  future  holds  for  cancer  patients,  but  today  Clay 
is  winning  the  fight  against  his  particular  form  of  cancer,  enjoying 
a  good  quality  of  life  and  realizing  his  dreams. 

Think  what's  possible. 


"Last  year,  cancer  made  me  too  weai<  to 
climb  a  flight  of  stairs.  This  year,  i  climbed 
Pike's  Peak  and  loved  it."        —  Clay  Coker 
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tolling  contracts,  traders  were  able 
to  transfer  profits  offshore — by 
inflating  the  price  of  the  ore 
and/or  deflating  the  price  of  ex- 
ported aluminum — and  thereby 
skirt  Russian  taxes. 

How  big  were  these  profits? 
Earlier  this  year  the  German  gov- 
ernment began  investigating  the 
origins  of  nearly  $1  billion  that 
companies  associated  with  Trans- 
World  had  deposited  in  German 
banks.  (The  investigation  was  re- 
cently dropped  for  lack  of  evi- 
dence of  any  crime.) 

"The  tolling  system  was  really 
a  giant  pump,  sucking  the  cash 
out  of  the  factories  and  parking 
it  abroad,"  Deripaska  says.  "But 
we  needed  investments  at  home." 

Deripaska  began  to  lobby 
against  tolling  with  TV  advertise- 
ments, billboards  and  personal 
appeals  to  lawmakers — and  suc- 
ceeded. A  lot  of  the  tax  loopholes 
that  made  tolling  so  lucrative 
have  been  closed.  There  may  have 
been  more  than  altruism  behind 
Deripaska's  actions,  since  the  an- 
titolling  campaign  helped  loosen  Trans- 
World's  stranglehold  on  the  Russian  alu- 
minum  industry.   Early  last  year 
Trans- World  sold  most  of  its  aluminum 
holdings  to  billionaire  oil  magnate 
Roman  Abramovich,  who  merged  them 
with  Deripaska's  company  to  create 
Russian  Aluminum. 

The  new  company,  managed  by 
Deripaska,  has  $4.5  billion  in  sales,  and 
accounts  for  70%  of  Russia's  alu- 
minum production.  It  remains  a  jum- 
ble of  interlocking  shareholdings  and 
murky  personal  relationships,  but  De- 
ripaska says  he  intends  to  refashion  it 
as  a  transparent  Western-style  corpo- 
ration. Someday.  In  the  meantime  De- 
ripaska lets  go  of  only  a  few  financials: 
He  has  invested  $120  million  in  Rus- 
sia's first  big  aluminum  can  factory 
and  several  hundred  million  more  into 
modernizing  smelters,  purchasing  alu- 
mina refineries  and  leasing  a  bauxite 
mine  in  Africa. 

Such  are  the  profits  rolling  out  of  the 
smelters  that  Deripaska  has  had  the  extra 


Putin's  deal:  I  won't 
investigate  past 
criminal  beliavior  if 

you  stay  out  of  politics 
and  reinvest  in  Russia. 


'A 


A  boxer-turned-industrialist,  Bykov  meets  the  law. 

cash  to  buy  big  stakes  in  automobih 
manufacturers,  aerospace  companies  an? 
coal  mines  in  Russia.  "If  I  were  to  invesj 
in  the  West,  I  would  make  a  return  o! 
10%  on  average,"  Deripaska  says.  "Ir 
Russia  we  have  had  successes  and  failures 
but  our  average  return  is  35%."  This  kinc 
of  thinking  has  endeared  Deripaska  tc 
Vladimir  Putin,  who  is  anxious  to  stop 
the  looting  of  his  country. 

The  new  Russian  president  seems  tc 
have  struck  an  informal  deal  with  hi: 
country's  industrialists:  I  won't  investi- 
gate past  criminal  behavior  if  you  sta) 
out  of  politics  and  reinvest  your  profitj 
in  Russia.  (Deripaska,  of  course,  denies 
any  past  criminal  behavior.) 

In  the  wake  of  Sept.  11,  Russia  anc 
the  West  are  drawing  closer,  and  cross- 
border  investments  will  become  com- 
mon. But  even  if  Deripaska  acts  like  i 
perfect  corporate  citizen  and  a  superb  in- 
dustrial manager,  it  will  probably  take 
years  to  dissipate  the  stench  of  criminal- 
ity surrounding  the  industry  he  now 
controls.  P 
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The  Hoodwinkers 


ARGENTINA  IS  STRUGGLING  TO  KEEP  ITS  ECONOMY 
afloat.  A  gaggle  of  savants  would  have  us  believe 
that  the  source  of  tliat  nation's  woes  is  its  currenq^ 
board,  which  fixes  the  peso  at  1-to-l  with  the  U.S. 
dollar.  Meanwhile  this  group,  led  by  New  York 
Times  columnist  Paul  Krugman,  conveniendy  overlooks  the 
travails  of  another  emerging-market  nation  that's  also  a  U.S. 
ally:  Turkey,  which  has  no  currency  board.  What  Turkey  has 
is  a  central  bank  that  has  brought  it  to  the  abyss  with  a  dis- 
astrous move  to  float  the  lira,  resulting  in  a  harmful  devalu- 
ation that  has  destroyed  banks  and  businesses. 

Argentina's  problems  have 
nothing  to  do  with  the  cur- 
rency board.  They  stem  from 
a  slump  brought  on  by  Fer- 
nando de  la  Rua's  govern- 
ment— part  of  a  deadly  cock- 
tail mixed  by  the  International 
Monetary  Fund,  which  forced 
Argentina  to  hike  taxes  and 
impose  fiscal  austerity  as  a 
condition  for  IMF  loans  (see 
my  Sept.  18,  2000  column). 
And  the  slump  has  under- 
mined Argentina's  ability  to 
service  its  debt. 

Turns  out  the  currency 
board  country  is  better  off 
than  the  central  bank  one.  The 
Turkish  lira  has  depreciated  against  the  U.S.  dollar  by  58%  in 
less  than  a  year,  while  the  Argentine  peso  has  remained  fixed 
at  parity  to  the  dollar.  Consensus  forecasts  for  2001  indicate 
that  Turkey's  gross  domestic  product  will  decline  by  5%,  an- 
nual inflation  will  be  57%  and  the  government's  deficit  will 
be  a  bloated  16.2%  of  GDP.  The  numbers  for  Argentina  are 
-1.6%, -0.4%  and  2.3%,  respectively.  In  addition,  18  Turkish 
banks  have  gone  bust.  None  of  Argentina's  banks  ended  up 
in  receivership. 

To  Krugman  and  his  ilk,  these  facts  are  best  ignored.  Pre- 
ferring that  developing  nations  install  central  banks — de- 
spite their  wretched  record  of  permitting  double-digit  infla- 
tion— this  bunch  is  intent  on  hoodwinking  people  into 
believing  a  catalog  of  five  falsehoods  about  currency  boards: 
■  A  nation  must  meet  certain  preconditions  for  ttiem  to  work. 
President  CHnton's  Covmcil  of  Economic  Advisers,  another 
nonfriend  of  the  boards,  wrote  that  they  are  likely  to  fail 


The  chattering 
classes  that 
oppose  currency 
boards  want  us  to 
think  they  harm 
economies  in 
J  places  like  i:/^^ 

Argentina 
and  Hong  Kong. 
Not  so  ' 


without  "adequate  reserve 
fiscal  discipline  and  a  stron 
and  well-managed  financi 
system,  in  addition  to  the  ru] 
of  law."  In  reality,  not  one 
the  successfial  currency  boarc 
adopted  in  the  1990s — whetf 
er  in  Argentina,  Estonia,  Lith 
uania,  Bulgaria  or  Bosnia- 
was  in  a  place  that  came  clo 
to  satisfying  any  item  on  th 
Clinton  checklist. 

■  Hations  using  tliem  are  more  subject  to  external  shock 
tfian  ttiose  witii  central  banks.  If  so,  economic  growth  rates  i 
currency  board  countries  would  be  more  erratic.  Truth  i; 
there's  Uttle  difference  between  the  two  types  of  countries  o 
this  score. 

■  Their  inability  to  lend  to  banking  systems  is  a  weaknes; 

Central  banks  have  practiced  this  lender-of-last- resort  func 
tion  with  reckless  abandon,  provoking  bank  failures  an 
monetary  crises  galore.  In  contrast,  currency  board  couri 
tries  have  not  only  avoided  such  messes,  but  their  bankin 
systems — since  the  bankers  knew  no  bailout  was  in  store- 
have  tended  to  strengthen  over  time. 

■  A  board  limits  a  country's  ability  to  compete.  Untrue.  Honj 
Kong  installed  a  currency  board  in  1983  and  has  retained  i1 
rank  as  one  of  the  most  competitive  economies  in  the  work 
More  recent  adopters  also  have  maintained  their  edge,  mea 
sured  by  exports  as  a  percent  of  GDP.  People  who  don't  lik 
currency  boards  say  Argentina's  "artificially  strong"  peso  ha 
left  it  uncompetitive.  Not  quite.  Exports,  about  the  onl 
thing  that's  growing  in  Argentina,  are  up  in  200 1's  first  hal 
by  3.2%,  compared  with  the  same  period  in  2000. 

■  They  only  work  in  small  economies.  Certainly,  that's  wherj 
most  currency  boards  today  happen  to  be  found.  But  Aij 
gentina's  is  the  17th-largest  economy  in  the  world,  Hon| 
Kong's  the  24th-largest.  More  than  150  are  smaller. 

Conceding  the  successes  of  currency  boards,  the  IMF  ha| 
come  around  to  a  grudging  acceptance  of  them.  In  1998  \h 
fund  vehemently  opposed  the  estabhshment  of  a  board  il 
Indonesia.  Still,  the  IMF  has  recently  praised  the  five  currenc 
boards  set  up  in  the  1990s,  as  well  as  Hong  Kong's.  Accord 
ing  to  the  IMF,  they  have  strengthened  fiscal  discipline  and 
banking  systems,  kept  inflation  down,  motivated  reform 
and  spurred  growth.  The  Krugman  coterie  remains  stub 
born  in  its  opposition. 


I 


P^l  filDf flf  C  I  ^^^"^  ^'  ^^^^^    ^  professor  of  applied  economics  at  The  Johns  Hopkins  University  in  Baltimore  and  chairman  of  the  Friedberg  Mercantile  Groupi 
iH_^Macom  I  Inc.  in  New  Yorl<.  Find  past  columns  at  vww.forbes.com/hanke. 
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the  BROAD  WA/ 


by  Ellis  Pines 


to  BROADBAND 


Diverse  communication  innovations  have 
unleashed  unprecedented  dreams. 
"Broadband"  no  longer  merely  refers  to 
"transmission  throughput."  it  has  slipped 
from  the  lexicon  of  telephony  engineers 
into  the  popular  imagination.  The  increas- 
ing flow  of  electromagnetic  waves 
carrying  bits  of  information  now  signifies 
liberation  from  geography. 

At  last,  videoconferencing  can  replace 
the  travails  of  travel.  Telecommuting  can 
free  millions  from  the  tyranny  of  inter- 
minable commutes.  Distance  learning  will 


release  higher  education  from  ivy-covered 
exclusivity.  High-speed  wireless  handhelds 
will  transport  surfing  from  the  desktop. 
And  video-on-demand  will  avert  snowy 
evening  treks  to  pick  up  a  DVD. 

Of  course,  the  chances  are  that  you 
have  yet  to  experience  these  multiple 
services.  The  penetration  of  high-speed 
broadband  services  (e.g.,  360  kilobits  up 
to  100  megabits  per  second  for  wired 
devices,  and  up  to  144  kilobits  per 
second  for  wireless  devices)  is  extremely 
small.  An  infrastructure,  built  to  handle 


ATTENTION: 

WE  CARRY  OVER  80%  OF 
THE  LIVE  SPORTING  EVENTS 
ON  TELEVISION  -  HOW'S 
THAT  FOR  MAJOR  LEAGUE 
PERFORMANCE? 


ir  fully  lit,  next-generation  fiber-optic  network,  it's 
luable  player  in  broadband,  cain.866.G0.T0.WGG  or 
WE  HAVE.  WE  CAN.  WE  WILL. 
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QUESTION  1 

What  are  the  services  that  people  most  want 
and  that  will  drive  the  broad  way  to  broadband? 


Mark  A.  Floyd,  president, 
Access  Solutions,  Siemens 
Information  and  Communica- 
i^^j,-  Networks,  Inc.,  believes 

Ift,  that  many  new  services  will 

please  both  business  users  and  consumers. 
The  Siemens  Information  and  Communication 
Networks  (ICN)  Group,  headquartered  in  Boca 
Raton,  Ra.,  is  a  leading  provider  of  integrated 
voice  and  data  networks  and  solutions  for 
enterprises,  carriers  and  service  providers. 
Siemens  (NYSE:  SI),  headquartered  in 
Munich  and  Berlin,  Germany,  is  a  leading 
global  engineering  and  electronics  company. 

Prior  to  becoming  president  of  the 
Access  Solutions  division,  Floyd  cofound- 
ed  Efficient  Networks,  the  Dallas,  Tex.- 
based  company  that  specializes  in  digi- 
tal subscriber  line  (DSL,  i.e.,  high-speed 
transmission  over  copper  lines). 

Floyd  says  that  although  service 
providers  are  "excited  about  broadband 
because  it  represents  a  new  way  to 
increase  revenue  streams,"  the  real  driver 
is  "business  and  consumer  demand." 
Whereas  residential  and  business  users 
each  have  favored  applications,  Floyd 
perceives  a  "great  deal  of  overlap." 


For  example,  businesses  look  forward 
to  a  cost-effective  way  of  conducting 
videoconferences,  an  application  based 
on  technology  that  will  in  turn  enable 
distance-learning  opportunities  for 
consumers.  Similarly,  leveraging  a  single 
phone  line  that  both  accesses  the  Inter- 
net and  transmits  voice  conversations 
lowers  operational  costs  for  both 
businesses  and  consumers.  And  while 
video-on-demand  offers  obvious  enter- 
tainment opportunities,  it  also  can  be 
used  for  business  training  programs. 

"Both  sectors,"  says  Floyd,  "may  also 
benefit  from  broadband-based  intranets 
that  provide  secured  access  to  corporate 
networks  or  other  defined  groups." 

Howard  E.  Janzen,  chair- 
man, president  and  chief 
executive  officer,  Williams 
Communications,  sees  four 
"killer  apps"  that  will  drive 
the  broad  way  to  broadband  in  the  near 
term:  wireless  services,  Ethernet,  multi- 
media and  machine-to-machine  commu- 
nications. Williams  Communications 
(NYSE:  WCG)  has  the  nation's  largest 


the  low  bandwidth  requirement  of  voice,    business  leaders  are  creating  a  "broad  way"    opinions    may    diverge,    they  agr 
still  limits  the  availability  of  bandwidth.      to  broadband.  In  the  following  Q  &  A,  these   that  multiple  technologies  will  soon  all 
The  good  news  is  that  progressive    leaders  speak  for  themselves.  While  their   multiple  services  to  converge  at  your  whi 


next-generation  broadband  netwoi 
which  connects  125  U.S.  cities  ai| 
reaches  five  continents,  and  includes  t 
largest  next-generation  fiber-optic  n 
work  in  the  country. 

Janzen  believes  that  "the  slow 
inevitable  deployment  and  adoption 
2.5G  and  3G  wireless  services  \aJ| 
certainly  drive  broadband." 

In  Europe  and  Asia,  next-generatif 
wireless  is  a  key  factor  in  broadbaij 
deployment.  For  the  U.S.  to  remain  coj 
petitive  in  global  markets  in  the  nejj 
three  to  five  years,  Janzen  thinks  that  tl 
country  must  catch  up  with  its  offsh 
counterparts. 

Another  opportunity  for  bandwidth  pi 
ers  is  Ethernet,  which  businesses  ha 
long  installed  in  local  area  network! 
These  networks  typically  have  been  mu( 
faster,  simpler  and  cheaper  than  a  coi 
pany's  connection  to  the  public  switch( 
telephone  network  (PSTN). 

"Businesses  spoke  in  terms  such  « 
'10/100'  or  'GigE,'"  says  Janze 
"Telecommunications  service  provider 
on  the  other  hand,  used  terms  like  'ISDf 
'T-1'  or  'DS-3.'  This  was  more  than  a  lai 
guage  barrier.  It  was  a  barrier  to  improve 
communications,  increased  productivi! 
and  greater  consumption  of  bandwidtj 
Innovative  service  providers  are  rapidi 
deploying  Ethernet-based  services  to  cd 
porate  customers  and  unleashing  pent-i 
demand  for  broadband." 


vhen  you  can  connect  it  by  satellite 

have  made  global  wireless  solutions  our  business  for  37  years.  In  an  instant, 
satellites  across  the  sky  can  connect  to  anyone,  anytime,  anywhere  on  earth. 

ether  your  business  needs  Internet,  corporate  networks,  worldwide  television 
erage  or  voice  and  data  communications,  we  can  provide  the  solution. 

ere  the  earth  meets  the  sky,  Intelsat  inspires  connections. 

ternet  •  Broadcast  services 

orporate  networks  •  Voice  and  data  transmission 

:onnect,  visit  our  website  at  WWW.intelsat.com 
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As  for  multimedia,  Janzen  says, 
"The  internet  lias  an  intierent  disadvantage 
over  previous  single-purpose  technologies. 
No  one  expects  to  get  telephone  service 
from  their  television  or  television  from  their 
radio.  However,  everyone  expects  the  Inter- 
net to  do  everything.  This  is  a  big  expec- 
tation for  such  a  relatively  new  technology, 
one  that  was  originally  designed  only  to 
carry  e-mail  between  a  few  universities." 

Broadband  networks  have  overcome 
many  early  technical  challenges  and  vAW 
deliver  services  that  complement  or 
exceed  traditional  media. 

Janzen  predicts  that  inter-machine 
communication  will  account  for  the  vast 
majority  of  network  traffic  in  the  future. 

"There  is  a  limit  to  the  amount  of 
information  a  human  can  consume,  the 
number  of  phone  calls  they  can  make  or 
the  number  of  Beanie  Babies  they  can 
buy  on  eBay,"  says  Janzen.  "However, 
machines  are  getting  smarter  and  faster, 
and  they  never  sleep." 

Janzen  notes  that  this  country,  including 
businesses,  government,  utilities  and 
transportation,  is  "already  run  by  comput- 
ers. Imagine  what  happens  when  you 
connect  all  of  those  machines  to  each 
other  over  broadband  networks." 

A  further  step  involves  "Pervasive  Com- 
puting," recruiting  idle  PCs  connected  to 
the  Internet  to  assist  in  computational 
tasks.  Beyond  current  initiatives  such  as 
SETI@home,  this  collective  processing 
power  can  "solve  real-world  problems  like 
numerical  weather  forecasting,  genome 
sequencing,  petroleum  exploration  and, 
yes,  even  the  search  for  extraterrestrial 
intelligence,"  says  Janzen. 


Conny  L.  Kullman,  chief 
executive  officer,  Intelsat 
Ltd.,  believes  that  the  driver 
of  the  broad  way  to  broad- 
band for  satellite  companies 


is  not  necessarily  the  development  of 
killer  applications.  "Rather,  it  lies  in  devel- 
oping and  implementing  better,  less 
expensive  and  easier  network  access 
methods  for  both  the  consumer  and 
business  markets." 

Intelsat  is  the  world's  preeminent 
satellite  communications  company.  With  a 
fleet  of  21  satellites,  it  offers  wholesale 
Internet,  broadcast,  telephony  and  corpo- 
rate network  solutions  to  leading  service 
providers  in  more  than  200  countries  and 
territories  worldwide. 

"For  consumers,"  says  Kullman, 
"demand  will  be  driven  primarily  by 
high-speed  access  to  enhancements  such 
as  broadband-quality  video  brought  right 
into  their  homes  —  either  on  demand 
or  cached.  For  the  enterprise  market, 
the  drivers  are  quality  of  service  and  ease 
of  implementation." 

Kullman  pinpoints  an  aggregate  of 
applications  that  will  enhance  the  demand 
for  services:  media  conferencing,  instant 
messaging,  and  intranet  and  extranet 
connectivity. 

Noting  that  broadband  satellite  plat- 
forms "will  support  virtually  all  relevant 
applications,"  Kullman  adds,  "it  is  really 
the  combination  of  these  applications  that 
is  actually  going  to  spur  grovrth." 

In  Kullman's  view,  the  so-called  "last 
mile"  (the  access  link  from  the  telephone 
central  office  to  a  home  or  business) 
is  the  major  bottleneck  to  end-to-end 


broadband  services. 

"Broadband  satellite  systems  are  w 
suited  for  supplying  last-mile  service^ 
places  where  access  to  high-spel 
terrestrial  lines  is  limited  or  not  availah 
says  Kullman,  "and  they  also  cj 
complement  terrestrial  technologies." 

He  adds  that  standardization  "won 
make  broadband  attractive  to  a  wio 
market."  Consistent  standards  "won 
help  considerably  because  they  won 
drive  down  prices,  as  has  happened  wj 
computer  hardware.  Lower  prices  won 
bring  volume  into  the  market  and  increa 
functionality  in  terms  of  the  differ^ 
applications  that  could  be  supported." 

a Patrick  J.  Nettles,  executi 
chairman,  CIENA  Corpoi 
tion,  agrees  that  there  v*| 
be  multifaceted  drivers 
the  broadband  revolutic 
rather  than  a  single  prominent  applicatid 
CIENA  Corporation  (Nasdaq:  CIeI 
makes  market-leading  intelligent  opti(j 
networking  systems  that  form  the  coj 
for  the  "new  era  of  networks  and  servicj 
worldwide." 

Says  Nettles,  "The  Internet  offers 
rich  resource  for  information  retrieval,  ent 
tainment,  commercial  transactions  an 
interpersonal  communications.  These  vy 
become  substantially  more  robust  wii 
broadband  connections  for  every  use 
especially  with  the  potential  for  richer  visu 
and  audio  content.  Digital  cameras  and  di 
ital  video  clips  are  becoming  commonplac 
and  we  will  use  the  Net  to  access  ric 
multimedia  communications,  informatic 
resources  and  commercial  offerings  acros 


EP  Connect.  Because  no  network 
can  afford  to  be  an  island. 

El  Paso  Global  Networks  Company  introduces  EP  Connect, 
a  service  that  will  speed  your  time  to  market  through  rapid 
cross  connects  with  your  business  partners.  Feature-rich. 
NSP-neutral.  Located  where  you  do  business  today. 
EP  Connect  will  keep  you  from  becoming  a  castaway. 

That's  connectivity.  Raised  to  the  power  of  El  Paso. 

Learn  more  about  EP  Connect  and  the  future 

of  interconnection  at  www.epglobalnetworks.com. 
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a  broad  range  of  applications." 

Nettles  believes  that  the  success  of 
peer-to-peer  applications  like  Napster  is 
another  hint  of  the  potential  for  the  future. 

"Because  of  the  exponential  nature  of 


Siemens'  Floyd,  while  qualifying  that 
"no  one  has  a  crystal  ball,"  ventures  that 
the  mid-term  future  of  the  Net  could  see 
large-scale  broadband  adoption. 

Floyd  believes  that  it  will  take  "about 
five  years  for  all  the  broadband  delivery 
technology  issues  to  be  resolved,  and 
for  both  consumers  and  businesses 
to  become  completely  dependent  on 
services  such  as  videoconferencing,  video- 
on-demand,  intranets,  distance  learning 
and  document  sharing." 

Says  Floyd,  "At  that  point,  the  Internet 
will  have  been  transformed  into  an  essen- 
tial tool  that  will  be  as  important  to  future 
life  as  telephone  conversations  are  now. 
Truly,  there  will  be  few,  if  any,  areas  that 
will  not  be  touched  by  the  Internet.  From 
schoolrooms  to  boardrooms,  from  home 
offices  to  corporate  headquarters  and 
from  kitchens  to  government  cabinet 
offices,  the  Internet  will,  I  think,  become 
an  essential  part  of  life." 

Williams'  Janzen  predicts  that  the 
Internet  will  become  "a  utility,  like  water, 
electricity  or  natural  gas." 

He  notes  that  "the  parallels  are  striking. 


these  kinds  of  applications,"  says  Nettles, 
"we  are  likely  to  see  creative  new  services 
emerge  that  are  difficult  to  imagine  today." 

Consequently,  Nettles  anticipates  a 
cascading  effect  of  many  applications. 


Each  sustains  life.  Each  is  vital  to  our 
economic  well-being.  Each  is  taken  for 
granted  until  a  'line'  is  cut." 

He  acknowledges  that  "this  concept  of 
the  Internet-as-utility  is,  of  course,  not 
new.  For  the  past  few  years,  several 
universities,  government  agencies  and 
corporations  have  been  developing  a 
nationwide  'grid'  of  computing  facilities, 
linked  by  networks  whereby  participants 
may  contribute  resources  to  and  con- 
sume resources  from  the  grid." 

However,  Janzen  finds  that  the  Inter- 
net in  many  ways  does  not  conform  to 
"old  analogies. 

"The  Internet's  power  is  in  its  multiplier 
effect,"  explains  Janzen.  "According  to 
Metcalfe's  Law,  the  value  of  the  Internet 
increases  as  the  square  of  the  number  of 
people  connected  to  it.  You  can't  say  the 
same  about  water  or  electricity." 

Furthermore,  information,  the  product 
that  the  Internet  delivers,  "is  not  only 
inexhaustible,  it  is  self-generating." 

In  this  regard  Janzen  cites  a  recent 
study  produced  by  a  team  of  faculty  and 
students  at  the  School  of  Information 


many  services  and  many  more  users. 

He  concludes,  "It  is  the  richness,  i 
variety  and  the  potential  for  surprise  tl 
comprise  the  basis  of  value  and  exci 
ment,  rather  than  any  one  'killer  app.'" 

Management  and  Systems  at  11 
University  of  California,  Berkeley.  T 
study  found  that  it  took  mankind  300,0 
years  to  accumulate  12  exabytes  of  inl 
mation.  Yet  this  amount  will  double  in  le 
than  two  years. 

"The  Internet  will  become  an  extensi 
of  our  eyes,  ears,  memories  and  imagii 
tions,"  says  Janzen.  "When  you  think  o| 
that  way,  the  possibilities  and  the  opp 
tunities  are  limitless." 

Intelsat's  Kullman  feels  that  then 
pretty  much  a  consensus  that  "the  Intern 
or  the  sister  or  brother  of  the  Internet,  \l 
continue  to  develop." 

He  indicates  that  "the  worldwi 
management  of  Internet  data  flows 
where  the  solutions  business  is  stronge 
for  companies  like  Intelsat." 

Says  Kullman,  "Satellite  companies  v 
focus  on  initiatives  including  last-mi 
access  applications  for  small  office/hor 
office  (SOHO)  customers,  small  ai 
medium-size  enterprises,  and  resident 
customers.  There  is  also  a  market  1 
providing  ways  to  enable  Internet  servi 
providers  to  connect  their  networks  in  i 
efficient  manner." 

With  satellite  broadband,  according 
Kullman,  possibilities  also  include  "app 
cations  we  haven't  seen  yet  that  de 
more  with  the  content  of  what's  beii 
pushed  out  to  the  customers." 


iON2 


What  will  the  Internet  become  in  the  next  five  years? 
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An  example  is  an  Internet  site  that  uses 
broadband  to  manage  traffic  and  data  to 
allow  millions  of  users  to  log  on  simulta- 
neously and  have  real-time  access  to 
broadcast-quality  video  of  an  event 
anywhere  in  the  world. 

"A  development  of  this  nature  could 
revolutionize  the  broadcasting  industry," 
says  Kullman.  "For  example,  broadcasting 
startups  could  avoid  the  expense  of 
buying  an  entire  cable  TV  channel  by  using 
videostreaming,  essentially  transforming 


their  Web  sites  into  television  channels, 
thereby  giving  them  a  role  in  the  future  of 
broadcasting." 

CIENA'S  Nettles  underscores  the 
increasingly  pervasive  nature  of  the 
Internet. 

"The  Internet  will  become  more  robust, 
much  quicker  and  much  more  routine," 
says  Nettles.  "Broadband  connections  will 
be  widely  deployed.  New  applications  will 
flourish,  and  current  applications  will  grow 
richer  with  content  and  capability."  The 


What  is  the  ideal  role  of  multiple  technologies  in 
making  the  technological  promise  of  broadband 
come  true? 


Floyd  maintains  that  optical  networking 
is  the  most  likely  candidate  for  delivering 
the  required  bandwidth. 

"Optical  networks  are  currently  a  key 
backbone  [long  distance]  element  in  the 
telecommunications  network,"  says  Floyd, 
"but  Siemens  ICN  is  now  working  to 
extend  this  technology  to  support  regional 
service  distribution  such  as  metropolitan 
area  networks." 

However,  Floyd  insists  that  these 
attempts  are  a  "prelude  to  a  more 
concerted  effort"  for  developing  optical 
technology  that  can  carry  broadband 
services  to  the  curb. 

"To  achieve  the  broadest  possible 
broadband  access  will  also  require  wire- 
less technologies,"  says  Floyd.  "Although 


when  most  consumers  now  think  of  wire- 
less, they  think  of  mobility,  that  picture  is 
already  changing.  Siemens  ICN  recognizes 
that  service  providers  need  to  provide 
broadband  services  to  mobile  phone 
users,  and  we  are  working  to  develop 
solutions  that  make  this  possible.  But  we 
are  also  focused  on  developing  wireless 
technology  that  can  be  used  to  provide 
high-speed  network  access  for  businesses 
and  muitidwelling  units  where  optical 
technologies  cannot  be  readily  or  cost- 
efficiently  deployed." 

Adds  Floyd,  "While  optical  and  wireless 
technologies  are  being  established  as 
long-term  solutions,  many  service 
providers  are  discovering  that  DSL  can,  fig- 
uratively, turn  copper  into  gold." 


Internet  "will  be  a  significant  source  of  in 
mation,  a  vehicle  for  education,  a  princi 
means  for  many  kinds  of  shopping,  an 
distance-independent  means  of  rout 
communications  for  business,  governmj 
and  individuals." 

In  this  scenario,  Nettles  belie't 
that  "we  will  quickly  take  it  for  gran' 
like  we  do  radio  and  television  toC 
And  with  each  passing  day,  it  will  beco 
more  civilized  and  more  reliable.  And  it 
be  ubiquitously  available." 


Janzen  concurs  that  optical  netwo 
will  likely  be  the  preferred  medium 
intercity  and  intracity  communications, 
the  foreseeable  future,  optical  netwoi 
will  offer  the  highest  capacities,  m 
reliability  and  best  economics 
backbone  applications. 

"Williams  Communications  believesi 
much  in  the  future  of  optical  networking  t 
we  have  built  the  largest  next-generat 
optical  network  in  North  Americ 
says  Janzen. 

In  Janzen's  perspective,  wireless 
be  the  preferred  medium  for  mob 
communications,  as  well   as  so 
last-mile  applications. 

Says  Janzen,  "New  free  space  opi 
technologies  combine  wireless  and  opi 
to  deliver  high-capacity  broadband  oi 
short  distances  without  fiber-optic  cable 

He  also  sees  advantages  in  oti 
modalities. 

"DSL,  in  all  its  flavors,  will  be  the  bi 
way  for  incumbent  local  exchange  carrii 
to  leverage  their  existing  physical  plant^ 
deliver  broadband  services,"  says  Janzi 


The  right  partner  can  really  make  you  look  good  in  business. 


'ou  want  to  put  your  best  foot  forward,  look  to  Cingular  Wireless.  We  make  it  easy  for  you  to  develop  a  wireless 
ategy  that'll  impact  your  bottom  line.  By  offering  wireless  voice  and  data  solutions  from  business  calling  plans  to 
rporate  e-mail  and  CRM  solutions.  Over  our  own  networks.  So  whatever  your  business  needs,  you'll  have  it.  From 
e  reliable  source.  Visit  www.cingular.com/paper3  and  download  our  "orange"  paper,  Executive  Guide  to 
terprise-Wide  Wireless  Data  Strategies.  Orcall  1-877-281 -4773  to  getstarted. 
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"Similarly,  cable  will  be  the  best  way  for 
cable  companies  to  leverage  their  existing 
physical  plants  to  deliver  broadband 
services.  Satellite  will  be  ideal  for  delivering 
broadband  to  remote  locations,  or  for 
point-to-multipoint  delivery  of  content." 

Kullman  envisions  satellites  playing  an 
expanded  role  "in  an  integrated  system  of 
communications  services  and  solutions 
that  bring  ubiquity  worldwide." 

While  he  admits  that  some  satellite 
connectivity  is  being  challenged  by  fiber, 
he  considers  space  communications  as 
"critical  to  a  successful,  cutting-edge, 
broadband-based  information  society." 

Kullman  points  out  that  satellite  service 
companies  have  historically  only  provided 
satellite  capacity,  which  is  a  thin  slice  of 
the  network  layer. 

"Now,  we  have  to  remain  a  strong  player 
in  our  traditional  role,"  says  Kullman, 
"while  moving  up  the  value  chain  to 
provide  more  end-to-end  solutions." 

Kullman  thinks  that  satellites  will 
continue  to  perform  well  in  the  broad- 
casting arena.  He  comments  that  about 
75%  of  the  programming  used  during  the 
2000  Olympics  in  Sydney  came  over 
Intelsat  satellites. 

"We  expect  those  kinds  of  opportunities 
to  continue  because  satellites  are  the 
natural  medium  for  transmitting  data  in  a 
point-to-multipoint  configuration,"  says 
Kullman.  "Point-to-multipoint  capabilities 
also  give  satellites  the  edge  in  the  provi- 
sion of  corporate  network  service.  So,  I 
see  another  role  for  the  satellite  industry 
of  the  future  in  continuing  to  provide 
wholesale  satellite  solutions  that  help 
companies  develop  and  operate  global 


communications  networks  for  needs 
ranging  from  inventory  control  to  interoffice 
communications." 

He  also  thinks  it  likely  that  satellites  will 
have  a  continuing  role  in  "developed  and 
developing  areas  where  fiber  optics  either 
do  not  exist  or  are  not  feasible." 

Nettles  affirms  that  optical  networks 
will  serve  as  "the  core  long-haul  and 
metropolitan  connectivity"  for  the  Internet. 

"No  other  technology  has  yet  been 
conceived  that  can  match  the  available 
bandwidth  and  reliability  of  optical  net- 
works," says  Nettles.  "The  addition  of 
intelligent  switching  to  optical  networks 
has  simplified  network  facilities  to  reduce 
capital  costs  and  operating  costs,  deliv- 
ered additional  robustness  and  enabled  a 
broader  range  of  services  that  fits  the 
data-centric  traffic  that  dominates  today's 
networks." 

Nettles  also  underscores  the  value  of 
other  methods. 

"Wireless  technologies  allow  users  to 
reach  many  key  Internet  resources 
anywhere  they  are,"  says  Nettles,  "and 
wireless  enterprise  solutions  enable  users 
to  be  'unplugged'  within  home  and  office 
with  a  full  range  of  network  services." 

Summarizes  Nettles,  "DSL.  cable  and 
broadband  satellite  provide  alternative 
approaches  for  broadband  Internet 
access.  These  all  offer  a  significant 
improvement  in  subscriber  bandwidth  for 
home  and  small-to-medium  enterprises. 
The  widespread  deployment  of  these  tech- 
nologies will  drive  traffic  growth  and 
enable  exciting  new  applications  to  flour- 
ish. These  alternatives  will  likely  redefine 
the  field  of  competition  for  delivering 


consumer  and  business  Internet  service 

How  soon  will  it  happen? 

Dreams,  regardless  of  the  degree 
which  they  are  shared,  are  dependent 
the  development  of  vibrant  markets. 

University  of  New  Mexico  Profes! 
Everett  Rogers,  in  his  Diffusion  of  Innc 
tions,  showed  that  new  technologies  md 
from  innovators  to  "early  adopters"  a 
on  to  a  "critical  mass"  and  majority  aca 
tance.  Full-fledged  broadband  is  still  a 
cry  from  such  a  critical  mass. 

Recent  events,  however,  are  acceleil 
ing  the  scenario.  In  October,  the  Telecc 
munications  Industry  Association's  (T 
president,  Matthew  Flanigan,  ask 
President  George  W.  Bush  to  create  1 
post  of  "Broadband  Czar."  TIA,  one  of  1 
principal  associations  representing  1 
communications  industry,  believes  tha 
national  broadband  policy  and  strate 
supporting  "fast,  interactive,  content-r 
services  are  now  needed  to  take  c 
country  to  the  next  level  of  growth  and  p 
formance." 

Flanigan  urges  a  "public-private  pa 
nership"  that  would  ensure  that  "all  Arr 
icans  have  access  to  current  high-spe 
Internet  access  technologies  in  the  n« 
future  and  to  next-generation  broadba 
services  by  2005."  Such  action  won 
"contribute  significantly  to  an  early  retu 
to  strength  of  the  national  economy." 

Thus,  the  "broad  way  to  broadband"  coi 
play  an  essential  role  in  our  future 
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that  service  providers  need  to  optimize  networl<  performance  and  design  new  next-generation 

services.  And  CIENA'^  helps  slash  the  costs  associated  with  building  and  operating  a  world-class 
network.  CIENA'S  combination  of  systems  and  software  lets  you  manage  networks  and  services 

dynamically  from  edge  to  core  while  delivering  services  in  seconds.  Transform  the  challenges . 
.-' :  of  stranded  bandwidth,  explosive  growth,  and  increasing  traffic  volatility  into  real  market 
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Install  a  solar-heated  spa. 
Fix  up  your  old  house. 
Hire  an  ex-con.  Send  your  kid 
to  driver's  ed.  Maybe  even  go  on 
vacation.  Then  claim  a  tax  credit. 


I  By  Janet  Novack  |  ' 

As  the  lobbying  battle  over  an  economic  stimulus  package  heated  up 
in  Washington,  the  Travel  Industry  Association  of  America  honed  its 
message.  A  model  "Dear  Senator  or  Representative"  letter,  asking  for 
a  temporary  $l,000-per- family  tax  credit  for  vacation  expenses,  ex- 
plained why  this  giveaway  wasn't  an  industry  bailout:  "The  travel  in- 
dustry would  not  receive  any  government  money."  Well,  not  directlyjl 

Since  Sept.  1 1  there's  been  much  talk  about  the  comeback  of  big| 
government.  The  truth  is,  it  never  went  away.  In  recent  years  politicians! 
have  been  meddling  in  ever  more  areas  of  business  and  personal  affairs, 
But  they've  been  doing  it  through  a  back  door,  little  noticed  and  evenj| 
less  understood  method:  the  targeted  tax  credit. 

Urban  Institute  budget  and  tax  expert  C.  Eugene  Steuerle  neatly  ex 
plains  credits'  appeal:  "They  allow  politicians  to  appear  to  be  reducingj 
the  size  of  government  whUe  actually  increasing  it." 

From  Jan.  1,  1996  through  Sept.  11,  2001  Congress  created  or  ex- 
panded some  two  dozen  corporate  and  individual  income  tax  credits,i 
while  state  legislatures  piled  on  hundreds  more.  The  politicians  havei 
used  these  credits  not  just  to  reward  special  interests,  but  also  to  micro 
manage  the  economy,  promote  social  goals  and  redistribute  wealth. 

So  it  was  inevitable  that  all  sorts  of  credit  proposals  should  emerge 
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from  the  rubble  of  Sept.  1 1 .  New  York 
officials  are  pushing  for  special  federal 
tax  credits  for  businesses  and  residents  in 
lower  Manhattan,  near  the  World  Trade  Cen- 
ter site.  Senator  John  Breaux  (D-La.),  a  leader  of 
Senate  centrists,  wants  to  give  laid-off  employees  a 
refundable  tax  credit  equal  to  half  the  cost  of  continu- 
ing their  health  insurance.  The  telecommunications  in- 
dustry is  lobbying  hard  to  get  a  tax  credit  for  investments  in 
broadband  service  for  rural,  residential  and  low-income  areas  in 
any  economic  stimulus  package.  House  Minority  Leader  Richard 
Gephardt  (D-Mo.)  cited  "terrorist  attacks"  on  the  postal  service  in 
endorsing  the  broadband  credit. 

Meanwhile,  supporters  of  everything  from  an  Alaska  natural  gas 
pipeline  to  wind  and  solar  power  are  using  concerns  about  U.S.  de- 
pendence on  foreign  oil  to  push  for  special  tax  credits.  The  energy 
plan  passed  by  the  House  before  Sept.  1 1  already  included  billions  in 
credits  for  everything  from  clean  coal  technology  to  energy-effi- 
cient appliances. 

If  the  idea  of  receiving  $1,000  off  your  tax  bill  for  a 
Disney  World  fling  strikes  you  as  bizarre,  consider  this:  Fam- 


Chicken  feed:  THERE'S  A  FEDERAL  credit 
for  chicken-manure-to-energy  plants  and 
talk  of  equal  treatment  for  cows  and  hogs. 
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ilies  can  claim  state  or  federal  tax 
credits  for  enrolling  teens  in  driv- 
er's ed,  installing  solar-heated  spas, 
driving  vehicles  that  burn  alterna- 
tive fuels,  fixing  up  their  "historic 
homes,  caring  for  relatives,  adopt- 
ing foreign  children,  sending  their 
kids  to  college,  paying  for  after- 
school  golf  and  for  contributing  to 
political  campaigns. 

In  more  than  half  the  states 
they  can  also  get  special  credits  for 
giving  to  charitable  causes  the 
pols  have  favored,  including  mu- 
seums, crop  gleaning  and  homes 
for  abused  women  and  wayward 
youth.  Virginia  lawyers,  doctors, 
dentists  and  accountants  can 
claim  a  credit  worth  up  to  $56  an 
hour  for  "volunteer"  work  at 
some  charities  serving  the  poor. 

The  recession  is  putting  a 
strain  on  almost  all  states'  bud- 
gets, but  still  the  tax  credits  flow. 
In  October  Hawaii  lawmakers 
were  hurrying  through  a  "stimu- 
lus" package  that  included  a  credit 
of  up  to  $10,000  for  folks  who  remodel  or 
build  homes  before  next  July.  Iowa  Gover- 
nor Thomas  J.  VUsack  just  proposed  a  per- 
manent $600  annual  credit  for  new  Iowa 
college  graduates  who  stay  in  state.  (A  grad- 
uate could  collect  the  credit  for  ten  years.) 

Tax  breaks  are  as  old  as  the  income  tax 
itself.  What's  unprecedented  is  the  range 
and  number  of  new  tax  breaks,  and  the  fact 
that  so  many  are  now  awarded  in  the  form 
of  high-octane  credits.  Whereas  a  tax  de- 
duction reduces  your  taxable  income,  a 
credit  reduces  the  taxes  you  owe,  doUar  for 
dollar.  For  a  family  in  the  27%  federal  tax 
bracket,  a  $1,000  federal  tax  credit  is  worth 
$3,700  in  deductions.  At  a  state  income  tax 
rate  of  5%,  a  $1,000  credit  is  as  good  as 
$20,000  in  deductions. 

Businesses  have  shared  in  the  credit 
bounty.  There  are  federal  or  state  credits  for 
investments  in  economically  depressed 
areas  and  other  special  zones  (by  one  count, 
6,000  different  ones),  for  chicken-manure- 
to-energy  plants,  for  hotels,  for  cardiac  de- 
fibrillators, for  ethanol  and  for  machines 
that  can  detect  fake  IDs.  Credit-sawy  real  es- 
tate developers  can  nov.'  finance  projects 
with  no  money  down  and  layers  of  federal 
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Oregon:  50%  of  the 

cost  of  building 
farmworker  housing 
(as  of  2002). 


and  state  credits  (see  box,  p.  140). 

In  1999  then-Texas  Governor  George  W. 
Bush  signed  off  on  a  package  of  new  corpo- 
rate credits  for  research  and  development, 
targeted  investments,  job  creation  and  em- 
ployer help  with  child  care. 

Credits  have  become  such  an  acceptedl 
form  of  handout  that  a  Hollywood  coalition; 
is  even  lobbying  for  a  federal  tax  credit  of  upi 
to  $8,750  per  employee  for  "low-budget" 
movies  and  TV  shows  shot  in  the  U.S.  "If  I 
come  up  with  a  gold  mine  or  an  oil  well  I  can 
get  a  tax  credit.  We  deserve  one,  too,"  actressi 
Diane  Ladd  reasoned  during  a  strategy  ses- 
sion in  New  York  at  Sotheby's  swank  Upper' 
East  Side  headquarters  in  early  September. 

This  isn't  just  a  response  to  industry 
pleadings,  although  there's  plenty  of  that. 
This  is  social  engineering  on  a  huge  scale. 
Politicians  now  use  tax  credits  to  bribe  em- 
ployers to  provide  child  care,  401  (k)  plans, 
technology  training  and  apprenticeship  pro- 
grams, and  to  hire  ex-cons,  welfare  recipi- 
ents, poor  teens  and  the  disabled. 

More  often  than  not,  credits  go  for  what 
at  least  sound  like  worthy  causes.  The  prob- 
lem is  that  the  credits  get  less  scrutiny  than 
spending  programs.  "Many  proposals  that 
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would  not  be  taken  seriously  if  presented  as 
new  spending  can  be  enacted  if  disguised  as 
tax  cuts,"  a  recent  Century  Foundation 
working  group  report  concluded.  Would 
anyone  seriously  suggest  that  families  get 
$1,000  federal  grants  to  go  on  vacation? 

Moreover,  precious  little  is  known  about 
how  often  most  credits  are  claimed  incor- 
rectly or  fraudulently,  and  the  under- 
manned Internal  Revenue  Service  is  scarcely 
up  to  the  task  of  policing  claimants.  One  of 
the  few  credits  that  has  been  well  watched  is 
the  refundable  federal  Earned  Income  Tax 
Credit  for  the  working  poor.  Despite  re- 
peated crackdowns,  a  quarter  of  the  $30  bil- 
lion-plus a  year  in  federal  EITC  credits  is 
wrongly  clauned,  according  to  the  IRS'  most 
recent  public  estimate. 

Legislators  love  to  campaign  against 
"waste  and  abuse"  in  spending  programs. 
They  should  keep  a  better  eye  on  credit  pro- 
grams. In  March  Florita  Bell  Griffin,  a  for- 
mer Texas  state  housing  board  member  ap- 
pointed by  Governor  Bush,  got  87  months 
in  prison  for  scheming  to  award  $1  million 
in  federal  low- income  housing  tax  credits  to 
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a  partnership  in  which  she  had  a 
financial  stake. 

Research  on  the  cost  effective- 
ness of  credits  designed  to  stimu- 
late economic  activity  is  sparse,  if 
generally  unencouraging.  "Most 
states,  in  effect,  have  adopted  an  in- 
dustrial policy  through  the  tax  code. 
But  it's  a  bad  idea.  They  pass  a 
credit  because  it  sounds  good  and 
have  no  idea  what  the  consequence 
will  be,"  says  Alan  Peters,  a  Univer- 
sity of  Iowa  professor  who  studies 
state  enterprise-zone  tax  credits. 

A  shocking  number  of  credits 
come  close  to  pure  government 
handouts — not  incentives.  Either 
they  equal  100%  of  an  expense  or 
they're  refundable,  meaning  folks 
who  haven't  paid  any  income 
taxes  get  "refund"  checks.  This 
goes  beyond  the  EITC.  Even  tax-ex- 
empt groups  can  claim  some  state 
tax  credits,  either  by  receiving  re- 
funds directly  from  the  state  or  by 
selling  the  credits  to  taxpayers. 

California  has  turned  credits 
into  under-the-table  pay  raises. 
Teachers  qualify  for  a  new  state  in- 
come tax  credit  of  up  to  $1,500  on  wages  from 
classroom,  not  administrative,  work.  If  they 
are  wiUing  to  prorate  their  work  and  fill  out 
the  forms,  they  get  the  effect  of  a  pay  boost 
without  having  to  go  out  on  strike. 

Credits  are  also  being  used  for  a  new 
form  of  money  laundering:  Government 
funds,  cloaked  as  tax  credits,  pass  through 
intermediaries  to  the  real  beneficiaries.  Wit- 
ness the  "Qualified  Zone  Academy  Bonds"  I 
credit,  an  obscure  gimmick  favored  by  the 
Clinton  Administration  and  first  included  in 
the  1997  tax  cut.  Selected  school  districts 
issue  QZABs  paying  no  interest;  banks  buyj 
these  bonds  and  get  a  federal  income  tax 
credit  equal  to  the  foregone  interest.  In 
essence,  the  federal  government  pays  the  in- 
terest for  the  districts,  with  the  banks  laun- 
dering the  federal  subsidy.  Amtrak  backers 
have  proposed  similar  tax  credit  bonds  to 
subsidize  the  railroad. 

Conservatives  play  this  hide-the-subsidy 
game,  too,  by  pushing  credits  as  substitutes 
for  private-school  vouchers.  In  Arizona  a 
couple  can  give  $625  to  a  private-school 
scholarship  fund,  get  a  $625  credit  on  their 
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ate  taxes  and  claim  a  $625  charitable  de- 
letion on  their  federal  returns,  too.  Penn- 
sylvania allows  certain  companies  to  take  a 
$100,000  credit  for  donating  $111,111  to 
private  scholarship  funds — a  90%  credit. 

It  goes  almost  without  saying  that  cred- 
its are  a  big  source  of  growing  tax  code 
complexity.  The  pols  aren't  content  to  cre- 
ate one  credit  when  two  or  three  will  do. 
The  $1.35  trillion  tax  cut  Congress  passed  in 
May  created  a  new  refundable  child  credit 
for  lower-income  families,  layering  it  on  top 
of  a  different  refundable  child  credit  for 
families  with  three  children  or  more,  which 
sits  atop  the  EITC.  All  three  credits  could 
have  been  combined.  "Low-income  people 
now  have  tax  returns  that  rival  those  of  ven- 
ture capitalists  in  complexity,"  says  the 
Urban  Institute's  Steuerle. 

Congress  has  created  the  "Work  Oppor- 
tunity Tax  Credit"  and  the  "Welfare-to- 
Work  Tax  Credit"  for  hiring  the  disadvan- 
taged, as  well  as  credit  schemes  for  hiring 
residents  of  "Empowerment  Zones,"  "En- 
terprise Communities,"  "Renewal  Com- 
munities," Indian  reservations  and  Wash- 
ington, D.C.  The  states  have  dozens  more 
targeted  hiring  credits.  Companies  now  pay 
consultants  to  screen  new  hires  for  credit 
potential  and  to  scour  their 
records  for  credits  they  could 
have  claimed,  but  didn't. 

Credits  have  proliferated,  says 
Stephen  May,  the  Phoenix  Republi- 
can who  chairs  the  Arizona  House 
Ways  &  Means  Committee,  in  part 
because  fiscal  conservatives  like 
him  have  bought  into  the  notion 
that  coining  credits  is  the  same  as 
cutting  taxes.  Tliat  it  is  anything  but 
is  evident  from  how  often  fans  of 
big  government  promote  new  cred- 
its. Rather  than  keeping  govern- 
ment in  check,  as  tax  rate  cuts  do. 
May  says,  "credits  give  politicians 
more  control  over  our  personal  be- 
havior and  personal  lives." 

May  became  disgusted  with 
the  whole  process  last  year,  after 
the  debacle  involving  Arizona's 
credit  for  alternative-fuel  vehicles. 
The  refundable  credits,  passed  in 
AprO  2000,  were  supposed  to  cost 
no  more  than  $10  million.  They 
quickly  threatened  to  bust  the 
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state  budget  with  a  $680  million  bill.  A 
buyer  of  a  $45,000  heavy-duty  pickup  truck 
adapted  to  use  alternative  fuel  as  well  as 
gasoline  could  get  $30,000  back  from  the 
state  without  even  being  required  to  use  al- 
ternative fuel.  Emergency  legislation  closing 
off  the  credit  should  hold  the  cost  to  only 
$110  million — if  the  state  doesn't  lose  law- 
suits from  disappointed  credit  seekers. 

Arizona's  attorney  general  is  now  inves- 
tigating whether  there  was  any  criminal 
wrongdoing  involved  in  passage  of  the 
credit.  Regardless,  the  majority  of  lawmak- 
ers went  along,  mainly  because  grinding  out 
generous  credits  had  become  so  routine,! 
says  May.  Individual  Arizonians  can  now 
claim  27  different  tax  credits,  up  from  4  in 
1993,  including  a  100%  credit  of  $250  per 
couple  for  kids'  public  school  extracurricu- 
lar programs,  including  golf  Businesses  can 
claim  19  Arizona  credits,  up  from  3. 

Rare  case  of  a  credit  repeal:  Missouri's 
$200  refundable  prescription  drug  credit  for 
old  people  with  low  incomes.  Enacted  in 
1999,  the  credit  was  supposed  to  cost  $20  mil- 
Uon  a  year.  The  actual  tab  was  $85  million, 
and  it  didn't  help  seniors  with  the  biggest 
drug  bUls  much  anyway.  Missouri  has  can- 
celed the  credit,  effective  next  year,  and  is 
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cplacuig  it  with  a  direct-spending  program. 

Missouri's  love  affair  with  tax  credits  is  an  eye-opener.  In 
1980  voters  amended  the  state  constitution,  Hmiting  state 
revenues  to  5.64%  of  state  income  and  requiring  the  excess 
be  refunded  to  taxpayers.  Faced  with  that  limit  and  bulging 
state  coffers,  in  the  late  1990s  the  legislature  went  credit- 


happy.  On  their  2000  returns  Missourians  could  claim  48  dif  | 
ferent  credits,  29  of  them  new  since  1997.  The  revenue  limi- 
tation was  supposed  to  slow  government's  growth.  The  credill 
binge  turned  the  limitation  on  its  head. 

In  Arizona's  legislature.  May  notes,  it  takes  only  a  simpkl 
majority  to  create  a  credit,  but  it  takes  a  two-thirds  vote  to  kill 
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Dustin  Mills  builds  with  tax  credits. 
His  latest  project:  turning  an 
abandoned  Lynchburg,  Va.  feder- 
alist-style hospital  (circa  1913)  into  a 
56-unit  apartment  complex  for  old 
people.  Mills,  a  vice  president  of 
Regency  Development  Associates, 
formed  a  partnership,  bought  the  hos- 
pital for  $115,000  and  got  it  listed  on  the 
National  Register  of  Historic  Places.  That 
meant  the  partnership  could  tap  state  and 
federal  historic  preservation  credits,  as 
well  as  low-income  housing  credits.  In  all. 
Mills  procured  credits  worth  $4.8  million 
over  ten  years  for  a  $4  million  project. 

Regency  doesn't  have  enough  taxable 
income  to  use  the  credits  itself;  instead, 
the  credits  will  be  claimed  by  SunTrust 
Banks,  which  is  financing  the  project  and 
is  a  limited  partner.  Regency  gets  a  fat  de- 
veloper's fee.  SunTrust  gets  the  tax  cred- 
its at  a  discount  and  public  relations  credit 
for  investing  in  the  community.  Preserva- 
tionists save  a  building.  And  other  taxpay- 
ers foot  the  bill. 

If  you  own  a  home  or  property,  you,  too, 
may  be  able  to  cash  in  on  the  credit  craze. 
Historic  Preservation 
The  federal  government  and  19  states, 
up  from  9  in  1998,  offer  income  tax  cred- 
its for  fixing  up  historic  properties.  Most 
state  credits,  but  not  the  federal  one, 
are  available  for  homes  as  well  as  com- 
mercial properties.  (Details  are  at 
www.nthp.org/help/taxincentives.pdf.) 

Some  states  cap  the  credits  they  hand 
out  each  year;  others  allow  anyone  who 
meets  the  requirements  to  claim  them. 
Missouri,  for  example,  offers  an  unlimited 
credit  worth  25%  of  money  spent  on  his- 
toric rehabilitation  of  National  Register 
properties.  It  doled  out  $42  million  in 
credits  in  fiscal  2001,  up  from  $10  million 
in  1999.  The  credit  can  be  carried  back  for 


three  years,  forward  for  ten, 
or  sold— which  makes  it  as 
good  as  refundable. 
Conservation/Open  Space 
After  a  Nature  Conservancy 
campaign  to  get  states  to 
grant  credits  for  conserva- 
tion easements,  land  dona- 
tions or  habitat  improvement, 
II  states  offer  them.  (See 
www.forbes.com/taxmap.)  With  a  conser- 
vation easement,  you  donate  the  develop- 
ment rights  on  your  land  to  a  government 
agency  or  not-for-profit  organization,  but 
you  still  own  the  land  and  may  still  be  able 
to  build  duck  blinds  or  a  log  cabin,  for 
instance. 

Typical  state  credits  equal  25%  of  the 
value  of  the  easement  or  land  donated,  up 
to  a  cap.  These  credits  are  becoming  more 
generous;  Colorado,  for  example,  allows  a 
100%  credit,  up  to  $100,000.  Some  envi- 
ronmentalists have  qualms  about  such 
schemes.  "Tax  credit  programs  are  typi- 
cally motivated  by  landowners  and  are  not 
very  well  targeted  to  protect  high-priority, 
ecologically  sensitive  areas,"  says  Ernest 
Cook,  director  of  national  programs  with 
the  Trust  for  Public  Land. 
Renewable  Energy/Green  Buildings 
Sixteen  states  have  individual  or  corporate 
income  tax  credits  for  renewable  energy- 
solar  panels,  wood  stoves,  windmills, 
geothermal  and  photovoltaic  systems.  (For 
details  see  www.dsireusa.org.) 

In  addition,  the  Natural  Resources 


Defense  Council  is  pushing  a  broader] 
package  of  "green  building"  credits.  Work- 
ing with  the  Real  Estate  Board  of  New  York,  I 
a  developers'  group,  NRDC  lobbied  the  firstf 
such  bill  through  in  New  York  last  year. 
Maryland  has  also  adopted  a  package. 

The  basic  New  York  green  credit 
amounts  to  5%  to  8%  of  the  total  cost  of  a 
building,  except  for  land.  To  qualify,  a  build- 
ing must  be  35%  more  energy  efficient 
than  normal,  use  recycled  material  andl 
meet  other  standards.  The  state  has  au- 
thorized only  $25  million  in  credits  over 
five  years  and  decides  who  gets  them;  de- 
velopers and  the  NRDC  are  pushing  to  raise 
the  pot  to  $125  million.  George  Aridas,  se- 
nior vice  president  of  Albanese  Develop- 
ment Corp.,  says  his  company  plans  to 
apply  for  credits  for  a  $100  million  luxury 
apartment  high-rise  it's  building  in  lower 
Manhattan.  (Work  has  been  halted  since 
Sept  II.)  The  planned  project  boasts  hard- 
wood floors  from  sustainable  forests.  "We 
would  still  build  it  green  without  the  cred- 
its," Aridas  says.  "If  the  credits  come 
through,  all  the  better."    —Ashlea  Ebeling] 
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it,  since  it  counts  as  a  tax  hike.  Despite  grow- 
ing state  budget  problems,  May  has  been  un- 
able to  get  his  committee  to  vote  to  wipe  out 
any  other  credits  besides  the  one  for  alterna- 
tive fuel  vehicles.  "Credits  are  horribly,  fis- 
cally irresponsible,"  he  fumes.  "Their  cost  is 
unpredictable.  They  evade  scrutiny.  And  just 
like  a  government  spending  program,  they 
develop  their  own  constituency,  which 
comes  to  expect  the  benefits.  So  you  have  all 
the  bad  parts  of  a  spending  program  and 
none  of  the  oversight." 

And  so  the  ratchet  clicks  upward.  In  May 
Congress  lifted  the  federal  credit  for  adop- 
tions from  a  maximum  of  $6,000  to  $10,000 
(as  of  2002),  despite  a  Treasury  study  raising 
questions  about  its  effectiveness.  The  Col- 
orado legislature  recently  added  dentists  and 
dental  hygienists  to  the  list  of  health  profes- 
sionals who  will  be  eligible  to  claim  income 
tax  credits  for  practicing  in  underserved  areas. 

Then  there's  the  chicken  manure  credit. 
In  1 997  toxic  Pfiesteria  broke  out  in  tribu- 
taries of  the  Chesapeake  Bay.  Scientists  sus- 
pected the  cause  was  excess  manure  running 
off  into  the  water  fi-om  the  huge  chicken  in- 
dustry in  Delaware  and  Maryland.  Senator 
William  Roth,  the  Delaware  Republican 
who  then  chaired  the  Senate  Finance  Com- 
mittee, became  intrigued  with  one  possible 
solution — a  chicken-waste-to-energy  plant 
built  by  a  British  company,  Fibrowatt. 

In  1999,  with  the  help  of  Fibrowatt  lob- 
byists. Roth  pushed  through  a  credit  for  en- 
ergy produced  from  chicken  manure;  he 
piggybacked  it  on  an  existing  credit  for  en- 
ergy produced  from  the  wind  and  from 
plant  matter.  The  chicken  manure  credit  is 
now  up  for  renewal  and  Senator  Roth  has 
lost  his  seat.  But  others  in  Congress  have 
taken  up  the  cause.  Now  Senator  Charles 
Grassley  (R-Iowa),  ranking  Republican  on 
the  Finance  Committee,  is  proposing  credits 
for  cow  and  hog  manure,  too. 

Meanwhile,  in  Maryland's  House  of 
Delegates,  Fibrowatt  backers  this  year  intro- 
duced a  convoluted  plan  to  grant  potentially 
hundreds  of  millions  in  long-term  state 
credits  to  utilities  that  buy  poultry-waste 
power.  Backers  say  the  plan  wouldn't  really 
cost  that  much,  since  manure-energy  pro- 
ducei-s  would  have  to  repay  the  credits  to 
state  coffers.  But  paybacks  could  be  delayed 
until  the  26th  year  after  a  plant  started  oper- 
ations and  would  be  interest-free. 
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Arizona:  $250  for 
after-school  activities, 
including  golf. 


Federal:  $10,000  for 
adopting  (as  of  2002). 


New  York:  $3,750  for 
home  solar  electric- 
generating  equipment. 

Federal:  $5,125  for 
making  a  business 
handicapped-accessible. 

Pennsylvania:  $100,000 
for  private-school 
scholarships 
contribution. 


North  Carolina: 
$250,000 

for  conservation 
easement. 


Should  Maryland  be  subsidizing  thii, 
particular  use  of  chicken  poop?  PerduJ 
Farms  doesn't  think  so.  It  has  already  in 
vested  $13  million  in  a  competing  technol 
ogy  that  turns  chicken  waste  into  pellet 
that  can  be  shipped  to  areas  short  of  fertil 
izer.  It  fears  that  investment  would  be  dami 
aged  by  subsidies  for  energy  conversior 
particularly  if  it  turns  out  there's  not 
enough  excess  manure  to  go  around,  and  s(A 
Perdue  lobbied  against  the  Fibrowatt  bill. 

As  credits  proliferate,  tax  experts  find  re| 
newed  demands  for  their  skills.  Often  it  take 
years  of  rulemaking  and  litigation  to  deter 
mine  who  or  what  qualifies  for  a  credit.  It 
1990  Congress  created  the  "disabled  accesi 
credft."  It  equals  50%  of  up  to  $10,250  ii 
costs  a  small  business  incurs  making  its  fa 
cilities  handicapped-accessible.  The  pols  hac 
things  like  wheelchair  ramps  in  mind.  Bu 
some  dentists  began  claiming  the  federa 
credit  for  adjustable  X-ray  machines  anc 
video  camera  systems  that  show  a  patient' 
mouth  and  play  instructional  videos  (sup 
posedly  a  help  in  communicating  with  dea 
patients).  In  July  the  U.S.  Tax  Court  ruled  th< 
credit  isn't  allowed  for  equipment  that  is  de 
signed  and  purchased  for  the  convenience  o 
all  patients. 

California  has  offered  the  Manufactur 
ers'  Investment  Credit  since  1994.  But  th* 
California  Franchise  Tax  Board  is  still  issu 
ing  rulings  on  such  issues  as  whether  ce 
ment  trucks  qualify.  Its  conclusion,  in  Au 
gust:  The  drum  of  the  truck,  but  not  it; 
chassis,  qualifies  for  the  credit.  | 

Even  more  telling  is  what's  happenec 
with  the  federal  R&D  credit,  first  created  in 
1981,  reauthorized  ten  times  since  and  sej 
to  expire  in  2004.  That  merry-go-round  o| 
expirations  and  reauthorizations  serves  itj 
purpose.  It  keeps  campaign  contribution} 
flowing.  ! 

A  mini-industry  has  grown  up  around 
the  R&D  credit,  which  costs  the  Treasury] 
more  than  $3  billion  a  year.  Accountants  gc 
through  a  company's  old  books  trying  tc 
ferret  out  expenses  that  might  arguabl) 
qualify  for  the  R&D  credit  and  weren't 
claimed.  Then  they  file  amended  returns 
seeking  refunds,  typically  keeping  25%  tc 
30%  of  the  loot  as  their  fee. 

Economic  stimulus?  You  could  call  il 
that.  Accountants,  lawyers  and  lobbyists  are 
getting  their  bank  accounts  stimulated.  P 
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j^mark  ot;^.D.  EcMards  &  Company,  www  jdedward&.com/ceodemo 


Collaborative  Software  from  J.D.  Edwards. 

No  company  is,  either.  In  the  Connected  Economy,  walls 
are  down.  And  relationships  rule  the  day.  That  means 
collaboration.  In  other  words,  sharing  information  and 
processes  inside  and  outside  your  enterprise.  So  that  you 
can  meet  the  changing  business  landscape 
head  on.  How  do  you  get  there?  Collaborative 


ware  to 

collaborate  witfiin 
uour  orcianization 


:  Software  to 
collaborate  outside 
your  organization 


Software  from  J.D.  Edwards.  Our  proven, 
integrated  solutions  lead  to  higher  efficiencies.  Tighter 
relationships.  And  quicker  time-to-value.  Putting  you  on 
the  next  level  of  shared  business  process  optimization. 
To  experience  our  c-commerce  demonstration,  visit  us 
online  at  www.jdedwards.com/ceodemo* 


JDEDWARDS 


Working  in  Wartime 


AN  HOUR  AFTER  THE 
shutdown  of  the  nation's 
commercial  airspace  on 
Sept.  11,  FedEx  Corp.'s 
global  operations  chief 
Jack  Muhs,  was  in  a  tele- 
conference with  120  of 
his  managers  across  the  world.  FedEx 
planes  had  delivered  packages  in  the  face 
of  hurricanes,  volcano  eruptions  and 
labor  strikes.  But  this  was  new  territory. 
"We  couldn't  just  let  the  packages  sit," 
says  Muhs.  "We  didn't  know  how  long 
the  air  system  would  be  shut  down." 

Solution:  trucks.  But  carrying  3  mil- 
lion express  packages  would  require 
2,085  long-haul  trucks,  nearly  800  more 
than  FedEx  had  on  hand.  While  the 
company's  235  U.S.  jets  sat  parked  on 
the  tarmac  for  two  days,  executives  hit 
the  phones.  "We  went  out  and  leased  or 
borrowed  everything  we  could,"  says 
Frederick  W.  Smith,  FedEx's  chief  execu- 
tive. Within  12  hours  70%  of  the  pack- 
ages were  moving;  by  the  next  day, 
100%.  Delivery  time  for  packages  from 
Seattle  to  New  York:  two  days. 

Not  that  FedEx  has  had  an  easy  time 
since  mid-September,  but  the  calamity 
and  its  aftermath  have  played  to  the 
company's  strength — a  rapidly  growing 
ground  operation.  Over  the  last  three 
years,  Smith  has  spent  roughly  $4  billion 
to  buy  trucking  companies  and  build 


hubs  in  Woodbridge,  N.J.,  Champaign, 
111.  and  Rialto,  Calif.  Last  year,  FedEx 
took  aim  directiy  at  United  Parcel  Ser- 
vice, the  longtime  ground  market  leader 
with  a  77%  share,  by  offering  home 
package  delivery  by  ground. 

Smith's  ground-hog  revamp  is  the 
most  radical  redesign  of  FedEx  in  its  28- 
year  history.  The  Memphis-based  com- 
pany now  has  three  distinct  divisions: 
large  ground  freight,  ground  parcels  and 
air  express — with  newly  integrated  in- 
formation systems,  sales  and  billing. 
Even  signage  has  changed.  FedEx  trucks 
with  the  word  "Ground"  in  bright  green 
are  rolling  through  neighborhoods. 
"Most  white-collar  people  know  us  for 
shipping  documents,"  says  Smith.  "But 
that  is  only  about  1 1%  [of  express  rev- 
enues]." About  70%  of  the  company's 
expected  $2 1  billion  revenue  this  fiscal 
year  (2002)  will  come  from  express  air 
shipments,  but  the  picture  is  changing 
rapidly.  Ground  shipping,  accounting 
for  a  fourth  of  sales,  is  growing  at  8%  to 
10%,  twice  the  rate  of  express. 

Recall  the  FedEx  slogan  "When  it 
absolutely,  positively  has  to  be  there 
overnight"?  Relevant  to  shipping  docu- 
ments but  not  freight.  FedEx  wants  to 
ship  heavier  packages,  but  move  them 
by  ground  at  up  to  half  the  cost. 

On  the  ground  or  in  the  air,  reliabil- 
ity is  still  the  main  selling  tool.  "If  freight 


Start  the 

Ground 

As  the  economy  sputters,  FedEx  accelerates 
a  plan  to  expand  its  trucking  business. 
For  the  long  haul,  a  smart  move  I  by  mark  tatge 


does  disappear,  they  know  where  it  dis 
appeared,"  says  Douglas  Brown,  senior 
logistics  director  at  CompUSA,  a  com- 
puter retailer  that  ships  80,000  ground 
packages  a  month  with  FedEx  and  has 
saved  upwards  of  $20  million  a  year  by 
shifting  to  ground  service.  "We  simply 
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i  don't  use  the  post  office.  Their  security 
)i  just  isn't  what  it  should  be." 

1-  FedEx's  tracking  system  is  still  the 
id  industry  gold  standard  (see  map, 

ii  p.  148).  Smith  introduced  the  handheld 
))  wireless  wands  used  to  scan  each  pack- 
It  age  10  to  20  times  as  it  passes  through 


the  FedEx  network.  Similarly,  he  is  rely- 
ing on  wireless  technology — and  ring 
scanners  worn  by  drivers  on  their 
wrists — to  reconfigure  FedEx's  ground 
network;  customers  within  a  250-mile 
radius  of  a  hub  can  get  next-day 
ground  service.  Eighty  percent  receive 


packages  within  three  days. 

Soon  after  the  Twin  Towers  col- 
lapsed, FedEx  officials  called  Comp- 
USA's  Brown  in  Dallas  to  explain  what 
the  company  was  doing  to  move  pack- 
ages. One  problem:  Brown  needed  a 
$150,000  payroll  for  15  CompUSA 


He'll  still  send 
documents  by 
air,  but  Fred 
Smith  would 
sooner  ship 
heavy  boxes 
by  truck. 


Working  in  Wartime 


stores  in  tlie  Boston  area  shipped  from 
Atlanta.  FedEx  dispatched  a  van 
equipped  with  a  Global  Positioning 
System  so  Brown  could  track  its  where- 
abouts on  the  FedEx  Web  site.  The 
shipment  arrived  Thursday  at  3  p.m., 
six  hours  ahead  of  schedule. 

Security  is  another  part  of  the  FedEx 
sales  pitch.  Suspicious  items  are  screened 
with  X  rays — or  ripped  open  and  in- 
spected. At  its  27  ground 
hubs,  an  automated  sort- 
ing system  relies  on  infor- 
mation picked  up  by  cam- 
eras and  laser  scanners  as 
packages  whiz  by  at  540 
feet  per  second.  Human  vigilance  plays 
a  big  role.  Every  package  requires  an  air- 
bill or  label  with  an  account  number  and 
return  address.  Customers  paying  cash 
must  provide  photo  ID.  No  near-misses 
with  anthrax  yet.  But  last  year  the  com- 
pany's internal  security  force  helped  the 
Drug  Enforcement  Agency  crack  a  $140 
million  smuggling  ring  that  used  FedEx 
to  transport  121  tons  of  marijuana. 

Bold  as  Smith  may  be  with  the 
ground  war,  he  cannot  ignore  the  reces- 
sion that  started  in  the  third  quarter. 
FedEx  has  indefinitely  deferred  delivery 
on  100  aircraft  costing  $1.5  biUion.  It  has 
trimmed  5%  of  its  143,000-person  ex- 
press work  force  by  attrition.  Its  remain- 
ing labor  costs  (42%  of  revenue)  are 


lower  than  diose  of  UPS  (58%),  which  re- 
lies on  Teamster  drivers,  whose  contract 
expires  July  31,  2002;  FedEx  employs 
contract  carriers  that  use  their  own  vehi- 
cles for  home  deliveries.  Analysts  are 
prone  to  complain  that  it's  inefficient  for 
FedEx  to  have  separate  delivery  fleets  for 
cdr  and  ground.  Smith  says  this  invest- 
ment is  vital  to  the  quality  of  service. 
Results  are  a  mixed  picture.  While 


This  clearly  gnaws  at  Smith.  The 
discrepancy,  he  says,  lies  in  the  fact  that 
FedEx's  large  corporations  insist  on  big 
discounts;  UPS  serves  more  small  ac- 
counts that  don't  have  pricing  clout. 
But  as  Donald  Broughton,  an  analyst 
with  A.G.  Edwards  in  St.  Louis,  pomts 
out,  some  of  the  blame  belongs  in 
Memphis.  "FedEx  for  years  had  been 
turning  up  its  nose  on  the  small-parcel 


"FedEx  for  years  Kad  been  turning  up  its  nose  on 
the  small-parcel  business,  and  it  hurt  tlieniJ!_ 


UPS  and  FedEx  are  difficult  to  compare 
because  of  the  way  they  report  the  results 
of  different  divisions,  a  study  last  year  by 
Credit  Suisse  First  Boston  listed  FedEx 
ground  with  an  average  unit  cost  of  $4.77 
vs.  UPS'  $4.97.  Given  the  revenue  per 
ground  customer  of  $5.45  and  $5.61,  re- 
spectively, that  meant  gross  margins  of 
13%  for  FedEx  and  12%  for  UPS. 

It's  an  entirely  different  story  on  the 
express  side.  It  costs  FedEx  $12.41  for 
the  average  package  on  which  it  pulls  in 
$13.20 — a  paltry  gross  margin  of  6%, 
according  to  CSFB.  Compare  that  with 
UPS'  gross  margins  of  24% — $16.17  in 
revenue  per  package  and  $12.37  in  ex- 
penses. That's  why  return  on  equity  is 
1 1%  at  FedEx  and  20%  at  UPS. 


business,  and  it  has  hurt  them,"  he  says. 

Smith  concedes  FedEx  probably 
should  have  acted  sooner  to  build  or 
buy  a  ground  network.  "There  was  only 
one  company  to  buy  and  that  was  Cal- 
iber Systems-RPS,"  he  says  of  the  short- 
haul-parcel  trucker.  "I  knew  that,  so  we 
kind  of  laid  in  the  weeds  and  waited." 
He  paid  $2.4  billion  for  Caliber  in  1998. 

None  too  soon.  Bumpy  times  lie 
ahead.  Domestic  express  overnight  box 
volume  should  drop  7.5%  this  fiscal  year 
(ending  May  31)  and  2.5%  overseas. 
The  deal  to  handle  priority  mail  for  the 
U.S.  Postal  Service  (FORBES,  Feb.  5) 
should  help  the  top  and  bottom  lines. 
But  earnings  per  share  could  fall  by  up 
to  10%.  This  is  a  long-haul  play.  F 


Forwarding  the  Freight  

Thanks  to  wireless  technology,  air  travel  and  trucks,  FedEx  can  move  Philips  semiconductors  across  the  world  in  39  hours. 
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11:07  P.M.  MON.  Crossing 
international  dateline,  carga 
is  scanned  for  customs 
and  domestic  routing. 


8:00  A.M.  TUES. 
Semiconductors 
sent  by  truck  to 
Philips  warehouse 
where  they  are 
sent  to  a  computer 
or  consumer 
electronics 
customer. 


et  go  up  and  down. 
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IRBUS  CHIEF  EXECUTIVE 
Noel  Forgeard  had  big 
news  last  month:  He 
wasn't  firing  anybody.  It 
was  a  bombshell.  His 
main  competitor,  Boe- 
1  ing,  is  laying  off  up  to 
30,000  workers.  His  customers,  com- 
mercial airlines,  have  cut  more  than 
1 00,000  people  since  the  terror  attacks 
on  Sept.  11. 

Airbus,  with  44,000  employees, 
might  seem  destined  for  much  the 
same,  but  it  says  holding  the  line  is  the 
right  strategy  as  business  struggles  to 
calculate  the  world's  new  risks  and  real- 
ities. "This  is  a  bet  that  life  will  resume," 
says  Airbus  Vice  President  David  Venz. 
"There's  more  uncertainty  now,  but  we 
decided  to  be  optimistic.  This 
thing  will  turn  around,  and 
you  can't  risk  losing  skilled 
people  when  the  upturn 
comes."  It  would  be  easy  to 
dismiss  the  European  maker 
as  a  coddled,  government- 
run  company — except  that's 
wrong.  Its  parent,  EADS,  has 
been  publicly  held  for  more 
than  a  year. 

For  most  public  compa- 
nies, in  contrast,  layoffs  are 
the  first  resort  in  a  crunch. 
Forbes.com  keeps  track  of 
layoffs  by  FORBES  500  mem- 
bers. The  tally  so  far  this 
year  is  1  million  pink  slips, 
305,000  since  the  Twin  Tow- 
ers attack  two  months  ago. 
Nortel,  which  started  the 
year  with  90,000  people,  is 
cutting  its  troops  by  more  than  half; 
Lucent's  layoffs  this  year  are  up  to 
20,500  and  as  many  as  10,000  more  are 
expected  by  March  2002. 

If  all  that  mattered  were  pleasing 
stock  analysts  in  the  short  run,  there 
would  be  even  more  layoff  announce- 
ments. Wall  Street  loves  a  good  axing.  A 
week  after  Boeing's  Sept.  18  announce- 
ment that  it  would  cut  20%  of  its  work 
force,  its  stock  jumped  10%  to  $36. 

But  Airbus  has  company  in  the 
drive  to  avoid  massive  cutbacks,  even  if 


it  means  risking  Wall  Street's  wrath. 
Some  of  America's  most  successful 
companies  in  ailing  sectors  such  as  in- 
surance, travel  and  high  tech  see  a 
strategic  edge  in  hanging  on  to  the  rank 
and  file.  Like  Airbus,  some  say  it- is  just 
too  costly  to  ax,  then  recover,  the  skilled 
labor  they  fought  to  hire.  Even  more  see 
benefits,  both  inside  and  outside  the 
firm,  fi-om  inspiring  company  loyalty. 

Northwestern  Mutual,  the  nation's 
largest  seller  of  individual  life  insur- 
ance, is  tough  on  its  4,100  employees.  It 
cans  4%  of  them  a  year  for  poor  perfor- 
mance. But  it  is  fiercely  loyal  to  the 
good  ones,  refraining  from  layoffs 
when  volume  slacks  off  or  the  stock 
and  bond  markets  take  a  spill.  Edward 
Zore,  chief  executive  of  the  $15.4  billion 


Cease 
Firing 

Some  companies  buck  the 
crowd  and  hold  workers  in  hard 

times.  Sometimes  that's  a 
winning  strategy 


BY  QUENTIN  HARDY 


(2000  revenues)  firm,  figures  that  the 
resulting  loyalty  is  worth  $400  million  a 
year.  Part  of  that  sum  comes,  as  you 
might  expect,  from  lower  employment 
costs;  unstable  employers  have  to  pay 
extra  to  attract  talent.  But  part  of  the 
value  from  shunning  layoffs,  Zore  says, 
comes  from  the  customer  side. 

Employee  loyalty,  Zore  explains, 
helps  breed  customer  loyalty — and 
only  4%  of  Northwestern's  customers 
switch  providers  in  any  year,  half  the 
industry  average.  That  lets  Northwest- 


ern have  more  of  their  money  to  invest 
longer,  while  spending  less  to  replace 
defectors.  The  savings  are  used  to  lower 
prices  on  policies  or  deploy  more  field 
representatives. 

Zore  expects  the  benefits  to  North- 
western to  increase  in  the  post-9/11 
world.  "There  is  a  changed  attitude  in 
the  needs  of  people,"  he  says.  "People 
want  security,  and  they  know  they 
can't  expect  20%  annual  returns  in  the 
stock  market.  We're  in  the  security 
business."  Good  customers,  and  good 
employees,  he  says,  are  even  more 
likely  to  stay. 

Steep  layoffs,  in  fact,  can  hurt  a  big 
company's  performance.  Companies 
that  imposed  big  cutbacks  have  failed 
to  perform  any  better  in  the  stock  mar- 
ket than  rivals  that  didn't,  a 
Bain  &  Co.  study  of  almost 
300  large  companies  found. 
About  40%  of  the  surveyed 
firms  fired  3%  or  more  of 
their  work  force  in  the  1990- 
91  downturn.  Those  that 
fired  a  jolting  15%  of  their 
payroll  performed  below  the 
average  of  their  peer  group, 
and  companies  with  repeated 
rounds  of  single-digit  layoffs 
fared  even  worse. 

"Layoffs  may  be  un- 
avoidable, but  you  pay 
dearly,"  says  Fred  F.  Reich- 
held,  Bain's  point  man  on 
corporate  loyalty.  "People 
see  top  management  ma- 
nipulating short-term  earn- 
ings. It  kills  trust.  If  you 
don't  have  a  monopoly, 
you'd  better  have  trust."  Though  2001 
will  be  a  lousy  year  for  consulting, 
Bain  isn't  planning  cuts;  its  partners 
are  willing  to  take  a  lower  payout 
rather  than  lose  staff. 

Agilent  Technologies,  the  high- 
tech tests  and  measurement  company 
spun  off  from  Hewlett-Packard  two 
years  ago,  tried  to  uphold  the  HP  her- 
itage of  avoiding  layoffs  at  all  costs.  It 
responded  to  a  sudden  drop  in  orders 
by  cutting  nonessentials  and  trimming 
most  staff  salaries  by  10%.  Those  were 
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;the  techniques  that  saw  William 
Hewlett  and  David  Packard  through 
most  hard  times,  making  HP  a  model 

I  Silicon  Valley  company. 

By  August,  though,  it  was  clear  high 
tech  was  in  a  prolonged  slump,  says 

!  Robert  Walker,  Agilent's  chief  financial 
officer.  Agilent  reluctantly  cut  4,000 

:  workers,  or  9%  of  the  rolls. 

"The  world  changes  faster  now, 
technology  changes  faster,  there's 

! nothing  that  is  stable,"  Walker  says.  "It 
affects  absolute  employment  and  what 
employment  will  be  inside  the  com- 


pany." In  this  new  world,  he  adds,  loy- 
alty "can  be  viewed  as  something  arti- 
ficial. You  want  independent  thinkers 
who  won't  be  blindly  loyal." 

With  Silicon  Valley  in  its  worst 
downturn  in  memory,  graphics  soft- 
ware maker  Adobe  capitulated  at  the 
end  of  October,  firing  150  people,  or 
5%  of  staff.  But  Chief  Executive  Bruce 
Chizen  says  he  also  is  cutting  operating 
margins  by  three  percentage  points,  or 
about  $40  million,  to  lay  off  as  few  as 
possible.  "We  could  have  laid  off  12%, 
but  we're  just  not  going  to  go  that 


deep,"  he  says.  "If  I  was  just  serving 
Wall  Street,  I'd  have  done  that." 

War?  Recession?  "Our  company  was 
made  for  times  like  these,"  says  Andrew 
Taylor,  chief  executive  of  Enterprise 
Rent-a-Car.  Enterprise  (see  story, 
p.  160)  has  never  had  a  layoff  Accord- 
ing to  a  Bain  &  Co.  survey,  about  three- 
quarters  of  its  front-line  workers  trust 
their  bosses  and  believe  in  their  prod- 
uct, compared  with  an  industry  average 
of  50%.  It  may  be  one  reason  why  En- 
terprise is  now  America's  largest  rental 
car  company.  F 
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Moxking  in  Wartime 


New  Hope  for  Generation  X 

Sept.  II  has  pushed  some  complacent  careerists  down  very  new  paths. 


BY  CARLEEN  HAWN 

THE  DAY  TERRORISTS  ATTACKED 
the  World  Trade  Center  and  the 
Pentagon,  Brandon  McKinney,  a 
31 -year-old  artist,  was  at  his  drafting 
table  in  Sacramento,  drawing  sketches 
for  Attack  of  the  Clones,  the  companion 
book  for  the  next  Star  Wars  film.  He 
abandoned  work  and  watched  the  hor- 
ror unfold  on  television. 

Days  later  McKinney  decided  to  give 
up  his  art  to  become  a  firefighter.  He 
looks  the  part — 6-foot-4,  250  pounds. 
He  was  mulling  a  career  change  anyway; 
his  girlfriend  has  a  baby  on  the  way,  and 
he  wants  better  medical  coverage.  "But 
if  it  wasn't  for  Sept.  11,  I  probably 
wouldn't  have  decided  to  do  this,"  he 
says.  "I  felt  for  the  firefighters  who  lost 
their  lives.  I'm  a  big,  strong  guy,  so  just 
sitting  on  my  butt  drawing  pictures  all 
day  seemed  silly." 

Among  millions  of  Americans  galva- 
nized by  Sept.  11,  a  sm.all  number  have 
been  touched  so  deeply  as  to  change 
their  entire  lives.  In  particular,  the  enor- 
mity of  recent  events  has  given  new- 
found meaning  to  some  members  of 
Generation  X — the  post-baby-boom  set 
whose  "slacker"  ways  were  grist  for 
scornful  humor  a  few  years  ago. 

The  U.S.  Marine  Corps  says  since 
Sept.  1 1 ,  hits  on  its  Web  site  soared  more 
than  400%,  as  did  calls  to  1-800-MA- 
RINE.  Other  military  branches  say  that 
inquiries  doubled.  The  American  Red 
Cross  saw  hits  of  more  than  160,000  at 
its  job  listings  Web  site  in  September. 
Even  the  National  Security  Agency  has 
seen  inquiries  surge  threefold  to  more 
d^ian  18,000  calls  since  Sept.  11. 

Gene  Harper,  a  29-  Brandon 
year-old  Houston  native, 
troubleshoots  computer 
equipment  for  pharma- 
ceutical marketer  Robert 
A.  Becker,  Inc.  in  Manhat- 


tan. On  Sept.  1 1  he  and  friends  donated 
blood  and  contributed  cigarettes  and 
gloves  to  vans  bound  for  Ground  Zero. 

"It  got  me  thinking  that  it  was  time 
to  reconsider  where  my  life  is  headed," 
says  Harper.  "Will  1  be  content  in  life 
making  sure  that  people  can  print?" 

Guess  not.  Harper  called  in  sick  to 
work  on  Sept.  12  and  signed  up  in 
Times  Square  to  become  a  U.S.  Marine. 
He  starts  boot  camp  in  January.  He 
doesn't  quite  look  the  part:  Harper  is  5- 
foot-5  and  weighs  180  pounds.  Every 
Saturday  for  the  past  month,  he  and  40 
other  recruits  have  gathered  in  a  park  in 
Harlem  to  run  in  formation  and  shout 
Marine  Corps  chants.  If  he  makes  it 
through  boot  camp.  Harper  will  ditch 
his  $60,000  techie  salary  in  favor  of  Ma- 
rine pay  of  $964.80  a  month. 

On  Sept.  17  Brandon  Bibby,  24, 


ditched  his  plans  to  become  a  lawyer 
when  he  traded  in  his  $30,000-a-year 
job  as  a  patent  clerk  at  a  Dallas  law  firm 
to  join  the  Army.  He  hopes  his  sociology 
degree  from  the  University  of  Texas  will 
get  him  into  the  Army's  counterintelli- 
gence division.  "Both  my  uncles  and  my 
dad  were  in  the  military.  They  answered 
the  call.  Now  it's  my  turn,"  Bibby  says. 

Back  in  Sacramento,  illustrator 
McKinney  faces  a  long  indoctrination 
too.  After  he  completes  a  course  in  CPR, 
he  must  undergo  16  weeks  of  emer- 
gency medical  training.  Only  then  can 
he  apply  to  the  Sacramento  Fire  Train- 
ing Academy.  If  all  goes  well,  he  wiU  be 
fighting  flames  in  a  year. 

The  money  is  the  same:  $50,000  a 
year.  But  it's  hardly  an  even  trade.  "I  do 
have  more  of  a  chance  of  dying.  But  at 
least  it's  for  a  noble  cause."  F 


McKinney  is 
trading  in  his 
pen  and  ink 
for  a  chance 
to  fight  fires 
in  the  flesh. 
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THE  PRINCIPLES  OF 
AVIATION 

In  the  demanding  world  of  aero- 
nautics, every  single  component 
must  be  officially  approved  and 
certified.  We  apply  the  same  prin- 
ciple to  the  manufacturing  of  our 
wrist  instruments. 
All  our  movements  are  certified 
by  the  Swiss  Official  Chrono- 
meter Testing  Institute  (COSC), 
the  ultimate  reference  in  terms  of 
precision  and  reliability.  And 
every  detail  of  our  watches  is 
designed  for  intensive  use. 
One  simply  does  not  become  an 
aviation  supplier  by  chance. 
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THE  ESSENCE  OF  BREFFLING 

Old  Navitimer.  Automatic 
chronograph,  with  its  famous 
circular  slide  rule.  Flyers'  favorite 
wrist  instrument  since  1952. 
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Re)  Building  Blocks 


A  third  of  a  billion 
people  have  bought 
Lego  products  since 
1958.  But  lately  kids^ 
are  drifting  away.  Can 


blood  and  guts? 


ii  uanes 
ack  from 


BY  RICHARD  HELLER 

THIS  CHRISTMAS  THE  FUTURE  OF 
Lego,  the  world's  fourth-largest 
toy  company,  may  not  rest  with 
its  eight-studded  building 
blocks.  Rather,  it  may  depend  on  some- 
thing called  Bionicle,  a  line  of  action 
figures  and  a  similarly  themed  multi- 
media game  that  allows  users  to  try  to 
defeat  the  evil  Makuta  on  the  mythical 
island  of  Mata  Nui. 

Quite  a  departure  from  plastic  bricks. 
But  the  Billund,  Denmark  company 
needed  a  new  bent.  Some  300  million 
have  played  with  its  wares  since  1958,  but 
last  year  Lego  lost  $105  million  on  $1.2 
billion  in  sales,  a  3.5%  revenue  decline. 
Lego  risks  losing  additional  share  in  the 
$55  billion  toy  industry  to  companies  like 
the  U.S.'  Hasbro  and  Mattel  and  Japan's 
Bandai. 

Forget  what  you  hear  about  an  edu- 
cational-toy wave.  Kids  like  karate-kick- 
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ing,  bomb-throwing  videogames,  often 
over  the  Internet.  "We're  not  into  vio- 
lence," says  Chief  Executive  Kjeld  Kirk 
Kristiansen,  54,  a  grandson  of  Lego's 
founder  and  its  head  for  the  past  22 
years.  "We  aim  to  produce  playthings 
that  unlock  a  child's  mind."  But  that  line 
is  blurring.  For  example,  the  Bionicle  ac- 
tion figures  carry  interchangeable 
"tools,"  not  weapons,  to  defeat  evUdoers. 

Point  man  here  is  Poul  Plougmann 
Laursen,  53.  Two  years  ago  Kristiansen 
realized  that  a  turnaround  at  Lego 
might  be  better  handled  by  someone 
outside  his  billionaire  family,  v/hich  still 
owns  a  controlling  interest  in  the  com- 
pany. During  the  1990s  Laursen  helped 
rejuvenate  Danish  electronics  company 
Bang  &  Olufson.  His  forceful  manage- 
ment style  contrasts  with  the  playful, 
idealistic  side  of  the  business.  For  in- 
stance, he  set  about  running  the  private 
company  as  if  it  were  a  public  concern. 


Bionicle  man:  Kjeld  Kirk  Kristiansen  carries 
on  family  creed  in  multimedia  modernizing. 

Since  1999  Chief  Operating  Officer 
Laursen  has  laid  off  1,000  employees,  or 
10%  of  the  work  force,  suggesting  an 
annual  payroll  cut  of  $125  million. 
(The  company  helped  find  jobs  for 
95%  of  them.)  He  cut  back  on  invento- 
ries and  renegotiated  material  prices.! 
Top  managers  were  organized  into  a 
13-person  executive  committee  that; 
meets  at  least  once  a  month.  Decisions 
made  there  are  handed  down  to  90  sec- 
ond-tier managers,  to  be  implemented 
immediately.  Some  of  those  same  man- 
agers have  been  shipped  to  overseas 
markets,  like  the  U.S.  (about  40%  of 
sales),  in  an  effort  to  feel  out  retailers. 

"We  are  now  in  touch  with  every  as- 
pect of  what  used  to  be  a  sprawling  or- 
ganization," says  Laursen.  "Even  more 
important,  we  are  in  touch  with  our 
markets." 

Laursen  thinks  he  can  expand  salesi 
at  a  clip  of  at  least  10%  over  the  next  sev- 
eral years.  Some  of  that  growth  will 
come  from  leveraging  the  Lego  brand.  In 
a  Young  &  Rubicam  poll  of  families  wdth, 
children.  Lego  was  seventh  in  global 
name  recognition,  behind  companiesi 
like  Coca-Cola  and  Disney.  Laursen  isi 
looking  at  building  on  that  cachet  by 
slapping  the  name  on  watches,  software 
and  books.  Three  theme  parks  (one 
north  of  San  Diego)  should  see  4.4  mil- 
lion visitors  this  year  and  account  for 
20%  of  total  revenue.  Only  one  is  prof-i 
itable;  a  fourth  is  due  soon. 

Laursen's  most  promising  indicator,! 
however,  would  be  a  Bionicle  hit.  The 
product  has  sold  well  in  Europe.  Play- 
Date,  an  industry  marketing  group,, 
polled  U.S.  retailers  like  Toys  "R"  Usi 
and  Zany  Brainy  on  what  will  be  the 
hot  items  this  season.  Bionicle  topped! 
the  list,  beating  out  Fisher- Price's  Res- 
cue Heroes,  a  lineup  of  firemen  and  po- 
licemen figures.  Welcome  news,  giveni 
that  nearly  half  of  a  typical  toy  com-! 
pany's  revenues  come  this  quarter.  F 


Companies  abroad  like  Lego  are  not  in 
eluded  on  our  table  of  private  giants^ 
(see  p.  164),  but  can  be  found  at 
forbes.com/global/private50. 


THINK  OF  IT  AS  A  4,000-LB  GUARDIAN  ANGEL. 
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JEER  GRAND  CHEROKEE    Maybe  it's  the  fact  that  it's  equipped  with  multistage  driver  and  front-passenger  air  bags,* 
supplemental  side-curtain  air  bags!  four-wheel  anti-lock  brakes,  steel  side-impact  door  beams,  and  our  legendary  Quadra- 
Drive™^  four-wheel  drive  system.  Or  that  it  has  over  60  years  of  proven  off-road  experience  behind  it.  But  whatever  it  is, 
when  you're  driving  Jeep  Grand  Cherokee,  you  get  the  distinct  feeling  that  you're  in  safe  hands.  For  more  information 
about  all  of  Grand  Cherokee's  advanced  safety  and  security  features,  contact  us  at  1-800-925-JEEPor  www.jeep.com. 


Jeep 


THERE'S  ONLY  ONE 


*Always  use  seat  belts.  Remember,  a  backseat  Is  the  safest  place  for  children  12  and  under.  +Optlonal.  Jeep  is  a  registered  trademark  of  DaimlerChrysler. 
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GETTING 

RISE 

OUT  OF 


LEVI 


After  years  of  losing  out  to  smaller  and  more  fashion- 
conscious  competitors,  the  tarnished  blue  jeans  icon 
may  finally  be  back  on  track  i  by  kelly  barron 


SINCE  THE  DAYS  OF  THE  GOLD  RUSH,  WHEN  LEVI 
Strauss  sold  denim  to  rough-and-ready  Cali- 
fornia miners,  the  company  has  barely  paid  at- 
tention to  fashion  trends,  and  even  less  to 
women.  When  Levi's  asked  focus  groups  last 
year  to  name  celebrities  who  wore  its  duds,  one 
of  the  only  women  named  was  funny  but 
hardly  fashionable  lesbian  entertainer  Ellen  DeGeneres. 

But  the  old  jeans  company  is  getting  an  alteration.  It's 
been  put  on  style  alert. 

For  one  thing,  Levi's  has  recognized  that  women  in  ju- 
nior, petite  and  plus  sizes  call  for  special  attention.  Designs 
such  as  the  Superlow  line  of  jeans  are  meant  to  be  feminine 
and  sexy  rather  than  retrofits  of  menswear. 

Reason  for  the  new  emphasis:  While  men's  jeans  sales 
were  falling  nearly  1 2%  in  the  first  six  months  of  the  year, 
women's  jeans  were  at  least  holding  steady. 

Even  with  the  male  customer,  however,  Levi's  is  getting 
saucy,  as  a  trip  to  the  chic  Sharon  Segal  boutique  in  Santa 


Monica,  Calif,  makes  clear.  Emerging 
from  a  dressing  room,  Richard  Willis 
stuffs  his  protruding  black  underwear 
into  the  hip-hugging  waistband  of  a 
pair  of  scruff}'  $175  jeans. 

"Can  you  believe  these  are  Levi's?" 
says  Willis,  a  manager  of  the  store.  The 
"Skinner"  jeans  for  men,  a  new  fit  in- 
spired by  old  rockers  like  Jim  Morrison 
with  a  waistband  2  inches  below  the 
navel,  is  one  of  Willis'  hottest  sellers. 

Levi's  has  made  fashion  shifts  before,  but  usually  behini 
the  curve.  The  company  badly  missed  the  urban-inspirei 
wide-legged  jean  trend.  Dockers,  suitable  for  casual  dresj 
have  worn  out  their  welcome,  although  a  new  Mobile  varia 
tion  is  suited  to  carrying  a  cell  phone.  The  company  needs 
ringing  success:  Earnings  fell  41%  to  $88  mUHon  for  the  nin 
months  ended  Aug.  26  on  a  10%  decline  in  sales  to  $3  biUior 
The  company  seems  destined  for  a  fifth  consecutive  annui  Ptiilip 
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Irop  in  sales  since  1996,  when  they  peaked  at  $7.1  billion. 

Moody's  recently  downgraded  $2.2  billion  worth  of 
evi's  publicly  traded  bonds,  adding  that  the  closely  held 
ompany's  outlook  is  negative.  Insult  to  injury:  Levi's  re- 
ently  had  to  recall  40,000  pairs  of  its  Glossy  Finish  jeans  in 
-urope  after  two  employees  complained  of  skin  irritation. 
1ie  company  found  problems  when  the  pants  were  pressed. 

"People  want  to  know  whether  we  have  a  clue,"  says 
hilip  Marineau,  the  former  chief  executive  of  PepsiCo 


It, 


North  America  brought  in  two  years  ago  to  lead  a  turn- 
around of  the  iconic  company.  "We  do.  We  have  logical  solu- 
tions. You  can't  panic." 

The  Haas  family,  which  reassumed  control  of  Levi's  in  a 
1985  leveraged  buyout,  has  a  thick  financial  hide.  Four  gen- 
erations after  the  founding  of  the  company,  the  owning  clan 
is  off  The  Forbes  400,  yet  still  plenty  rich.  But  Levi's  has  gone 
through  four  ranking  executives  in  the  last  five  years,  so 
Marineau's  rope  stretches  only  so  far. 
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He  appears  still  to  have  his 
work  cut  out  for  him.  The  sput- 
tering economy  has  set  back  a 
nascent  financial  rebound.  After 
taking  over  day-to-day  manage- 
ment from  the  insular  Haases, 
Marineau  replaced  dozens  of  vet- 
eran managers  and  cut  debt  by 
$500  million.  More  recently,  he 
has  curtailed  production  at  the 
company's  8  remaining  domes- 
tic plants  (down  from  51  in  the 
late  1990s). 

To  bring  the  brand  back  to 
life,  Marineau  is  methodically 
weeding  inventory,  cutting  back 
the  number  of  items  from  a 
staggering  65,000  to  20,000  and 
focusing  on  innovative  products 
such  as  the  deep-pocketed  Mo- 
bile pants.  He's  also  targeting 
advertising  of  specific  goods  in- 
stead of  image  marketing,  and 
mending  frayed  relationships 
with  retailers. 

At  the  center  of  it  is  fashion. 

"This  is  boringly  simple,"  says  Robert  Hanson,  the  for- 
mer president  of  Levi's  brand  for  Europe,  recendy  installed  as 
president  of  Levi's  North  America  business. 

In  catching  trends,  the  company  isn't  averse  to  tarting  up 
the  product,  as  in  the  Superlow  jeans.  Unlike  prior  designs 
that  have  mostly  bubbled  up  in-house,  the  idea  for  the  Su- 
perlows  was  adapted  from  the  phenomenon  of  celebrities 
such  as  Mariah  Carey  cutting  off  the  waistbands  of  Levi's 
mainstay  501s. 

After  briefly  testing  the  jeans  in  boutiques  and  mainstream 
stores  such  as  J.C.  Penney,  the  company  began  mass-market- 
ing of  the  Superlows  for  women  within  3  months,  versus  the 
typical  12  months  for  past  launches. 

Despite  much-maligned  ads  featuring  talking  belly  but- 
tons, the  look  has  hit  the  spot.  Weekly  "sell-through  rates" 
(the  fraction  of  an  order  that  a  retailer  can  move  out  the  door) 
of  Superlow  jeans  are  ranging  between  15%  and  22%,  well 
above  the  5%  typical  for  Levi's.  Superlows  now  make  up  the 
largest  portion  of  junior  sales.  Levi's  will  get  even  racier  this 
spring.  New  offerings  include  $85  Two  Low  jeans  and  a  $30 
pair  for  juniors  with  waistbands  dipped  enough  to  make  Brit- 
ney Spears  blush. 

"If  we  can  be  there  with  revitalized  product,  you'll  start  to 
see  Levi's  leading  a  resurgence,"  says  Marineau. 
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Models  circa  1900:  Public  still  struggles  to  envision  a  Levi's  lady. 


Problem  is,  the  fading  men's 
business  still  accounts  for  mosi 
revenues.  Marineau  thinks  he  un- 
derstands the  problem.  Dressed  in 
a  baggy  pair  of  tinted,  worn  569 
Levi's,  he  says  that  the  average! 
paunchy  male  wears  a  waist  size! 
that  is  one  size  too  small  for  him^ 
"The  guy  will  literally  suck  it| 
up  if  there  is  not  a  reason  to  buy,'] 
he  shrugs. 

At  one  of  America's  oldest 
and  most  familiar  brands, 
Marineau  seeks  to  develop  am 
awareness  that  product  updating 
is  a  continual  process.  No  more 
being  asleep  at  the  stitch.  "You  ei- 
ther allow  yourself  to  be  a  com- 
modity or  you  innovate,"  he  says^ 
That  also  means  enhanced  re- 
lationships with  the  smaller  and 
hipper  specialty  stores  that  often 
set  trends  for  the  mass  mer- 
chants. Timothy  Harmon,  presi- 
dent of  700-store  Pacific  Sunwear,  is  desperate  to  find  a  new 
fashion  trend  to  entice  his  teen  customers.  But  until  recendy, 
he'd  barely  thought  of  Levi's. 

Some  retailers  say  Levi's  had  a  take-it-or-leave-it  sales  at- 
titude. "They  were  arrogant.  They  thought  they  were  seUing 
couture  merchandise,"  complains  David  Campisi,  director  oil 
general  merchandising  for  Fred  Meyer,  the  Portland-based 
superstore  unit  of  Kroger.  "Now  they  speak  fluent  retail." 

As  an  example  of  the  new  attitude,  Levi's  will  help  store 
chains  maintain  their  profitability  during  advertised  sales  ol 
the  mainstay  501  jeans  (cut  to,  say,  $27)  by  subsidizing  the 
merchants'  ads. 

But  it's  a  work  in  progress.  At  his  Sharon  Segal  shop, 
Richard  Willis  complains  that  he  still  is  forced  to  project  his 
sales  as  far  as  nine  months  in  advance  for  the  benefit  of  Levi's. 
As  a  result,  he  often  overbuys  and  then  eats  the  difference  to 
discount  the  jeans  and  clear  out  inventory. 

But  Willis  is  being  seduced.  Gone  is  the  60-something 
Levi's  sales  rep  who  used  to  offer  to  show  WiUis  the  goods 
out  of  his  garage  in  the  San  Fernando  Vafley  while  serving 
homemade  ham-and-cheese  sandwiches.  Now,  younger  repsi 
take  Willis  to  Lauryn  Hill  concerts,  tutor  his  staff  on  the  jeans 
and  leave  behind  sHck  leather-bound  promotional  books  filled 
with  magazine  photos  of  celebrities  wearing  Levi's. 

"It  took  a  while  to  get  here,  and  it  will  take  a  while  to  gell 
out,"  admits  Marineau.  P 


"They  were  arrogant.  They  thought  they  were  sell- 
ing couture  clothing.  Now  they  speak  fluent  retail." 
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HARD 
DRIVE 

Enterprise's  aggressive 
tactics  have  pushed  it  to 
the  top  of  the  car-rental 

heap  I  BY  LUISA  KROLL 

AT  A  TIME  WHEN  THE  REST  OF  THE 
auto-rental  industry  is  running 
out  of  gas,  Enterprise  Rent-A-Car 
is  roaring  ahead,  posting  its  best  results 
ever.  Sales  for  the  fiscal  year  ended  July 
31  reached  $6.3  billion,  up  12.5%  from 
the  same  period  a  year  earlier;  earnings 
reached  an  all-time  high,  reports  Betsy 
R.  Snyder,  a  transportation  analyst  at 
Standard  &  Poor's,  who  has  seen  the 
numbers.  Since  Sept.  1 1  business  has 
been  flat — instead  of  declining  as  it  has 
at  rivals.  Enterprise  has  the  best  debt  rat- 
ing of  its  peers,  at  BBB+.  Only  Hertz 
(BBB)  comes  close. 

This  company  is  a  hustler.  Founded 
by  Jack  Crawford  Taylor  (net  worth: 
$2.8  billion)  in  1957  and  now  run  by  his 
son,  Andrew,  the  privately  held  Enter- 
prise started  out  as  a  small  auto-leasing 
shop  and  moved  into  car  rentals  in  the 
late  1960s  with  a  very  different  strategy 
from  Hertz,  Avis  and  Budget.  Only  5% 
of  its  revenues  come  g 

from  airport  loca    You  wouldn I  wanLm  prjce. 

tions.  Enterprise  sat- 


business,  says  Auto  Rental  News.  When 
you  get  into  a  wreck  or  take  your  car  in 
for  some  work,  you'll  probably  get  an 
Enterprise  loaner.  The  company  gives 
the  body  shops  a  Web-enabled  applica- 
tion to  track  their  businesses,  an  appeal- 
ing draw  for  them  to  work  with  Enter- 
prise long-term. 

Some  turf  protecting  takes  place  in 
court.  Enterprise  sued  Hertz  and  Rent- 
A- Wreck  to  stop  them  from  using  its 
trademarked  ad  slogan,  "We'll  pick  you 
up,"  in  any  promotional  material.  Hertz 
and  Rent-A- Wreck  ended  up  settling. 

The  militant  approach  begins  at 
home.  Enterprise  recruits  heavily — at 
colleges,  job  fairs,  even  among  car-acci- 
dent victims  who  rent  from  the  com- 
pany. Prospects  are  lured  by  the  chance 
to  earn  big  bucks.  Getting  there  is  tough, 
including  an  often  grueling,  several- 
hour-long  "grill"  for  management 


new  hires  are  worth  $1,000,  critical  to  a 
business  with  31%  annual  turnover;  il 
drops  to  25%  after  three  years. 

Enterprise  is  basically  a  network  ol 
independent  profit  centers,  a  system  thai 
often  pits  employees  against  one  an- 
other for  new  business.  Once  a  branch 
gets  to  a  certain  size,  usually  200  cars,  the 
company  opens  a  new  office,  sometime* 
less  than  two  miles  away.  That  pressure 
can  lead  to  burnout — and  questionable 
practices  at  some  units.  Former  employ- 
ees who  now  work  for  rivals  recall  col- 
leagues who  went  into  body  shops  and 
swiped  all  the  pamphlets  except  those  ol 
Enterprise.  Other  onetime  employees 
mention  a  method  of  cheating  to  avoid 
black  marks.  Because  they're  ranked — i 
and  compensated — on  monthly  cus^ 
tomer-service  satisfaction,  some  em- 
ployees deliberately  changed  digits  in 
the  phone  numbers  of  unhappy  clients, 


urates  suburban  markets  and  has  4,800 
oudets  worldwide,  opening  an  average 
of  one  new  office  every  business  day. 

The  company  is  willing  to  cut  prices 
to  the  bone  to  keep  its  fleet  moving.  It 
has  been  known  to  offer  weekend  deals 
as  low  as  $  1 0  a  day  which  rivals  are 
loathe  to  match.  "You  wouldn't  want  to 
compete  against  them  on  price,"  says 
Julio  Aristy,  a  former  area  manager  for 
Enterprise,  who  is  now  director  of  oper- 
ations at  Priceless  Rent-A-Car,  a  unit  of 
Rent-A-Wreck. 

Enterprise  has  locked  up  63%  of  the 
body  shops  and  insurance- replacement 


trainees  about  finding  leads,  motivating 
employees,  role  playing  with  customers 
and  so  forth.  Everyone,  from  manage- 
ment assistants  to  branch  managers,  gets 
a  base  salary  of  around  $30,000 — plus  a 
sliding  percentage  of  profits  at  their 
branches.  Employees  have  every  reason 
to  push  extra  services  on  customers. 
Some  branches  offer  incentives  based  on 
the  number  of  collision-damage  waivers 
they  sell  (an  extra  $9  a  day);  others  re- 
ward employees  for  steering  customers 
to  a  unit  that  sells  used  cars  (Enterprise 
buys  and  sells  more  than  400,000  autos 
a  year).  In  Madison,  Wis.,  referrals  for 


That  way,  the  outside  firm  that  does 
monthly  follow-up  phone  interviews 
can't  reach  the  disgrunded  customer. 

Enterprise  says  such  practices  are  nol 
possible  because  its  system  is  set  up  tc 
detect  tampering.  Talk  to  current  insiders 
and  you  get  a  very  different  picture — ol 
a  company  that  offers  huge  opportunit> 
for  advancement  (see  p.  150)  and  pro- 
motes almost  exclusively  from  within. 
Even  the  president  and  chief  financial  of- 
ficer started  out  washing  cars  there. 
Whatever  the  case.  Enterprise  didn't  gel 
to  be  the  largest  rental  car  company  in 
North  America  by  being  a  wimp.  P 
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ONSIDERING 

Fracttonat  Aircraft  Ownfrshtp? 

first  things  first: 

Educate  Yourself. 


THF  RUYFR'S  GtJTDF 

TO  FRACTIONAL 

AIRCRAFT  OWNERSHIP 


Questions  to  Ask 
and  Issues  to  Consider 
Before  You  Buy 


Warren  Buffett 


"It's  the  smart  thing 
to  do — you  should 
invest  only  in  things 
that  you  really 
understand.  So  first, 
arm  yourself  with 
the  right  questions, 
especially  when  you 
are  investigating 
fractional  aircraft 
ownership  programs.  Get  The  Buyer's 
Guide.  And  get  the  answers  you  need 
before  you  buy. " 

The  Buyer's  Guide  to  Fractional  Aircraft 
Ownership  is  the  definitive  publication 
on  the  subject.  It  discusses  the  advan- 
tages of  fractional  ownership,  presents 
the  issues,  and  identifies  the  key 
questions  you  need  to  ask  to  choose 
the  customized  transportation  solution 
that's  right  for  you.  It  helps  you  evaluate 
a  program's  commitment  to  safety, 
security,  and  service  no  matter  where 
you  fly  in  the  world.  And  it  offers 
insights  into  the  factors  affecting  the 
long-term  costs  of  fractional  ownership. 
There  is  no  more  useful  resource  for 
making  a  well-informed  decision. 

Get  The  Buyer's  Guide  to  Fractional 
Aircraft  Ownership.  For  your  free  copy, 
call  1-877-NETJETS  (1-877-638-5387). 
We'll  send  it  to  you  immediately.  Or 
visit  us  online  at:  www.netjets.com 


Netjets: 


The  pioneer  and  worldwide  leader 
in  fractional  aircraft  ownership."" 


NetJets  is  the  fractional  aircraft  ownership  program 
of  Executive  Jet,  Inc.,  a  Berkshire  Hathaway  'ompany 
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LARGEST 

PRIVATE 
COMPANIES 


Not  for  Public  Consumption 

America's  slumping  economy  and  stock  market  forced 
some  of  these  giants  to  hold  on  to  their  private  status. 


The  revolving  door  between  public  and  private  companies 
slowed  to  a  crawl  over  the  last  year.  Thomson  Financial/Secu- 
rities Data  reports  that  during  the  latest  12  months  only  11 
private  companies  with  revenues  over  $600  million  had  pub- 
lic offerings,  down  from  a  count  of  23  during  the  same  period 
one  year  earlier.  Among  the  firms  that  put  public  offering 
plans  on  hold:  ad  agency  Bcom3  Group,  the  parent  of  Leo 
Burnett  Worldwide;  Aramark,  a  food  services  firm;  and 
Amerigroup,  a  managed  health  care  provider  for  low-income 
individuals. 

In  the  last  year  six  big  public  firms  went  private.  Among 
them:  hard-disk  maker  Seagate  Technology,  most  of  whose  as- 
sets were  sold  to  a  group  of  private  investors,  and  bedsheet 
weaver  Springs  Industries,  taken  private  by  the  Close  family. 

To  make  the  Forbes  Private  500,  a  company  has  to  be  U.S.- 
based  and  show  sales  of  at  least  $604  miUion — 8%  more  than 
last  year's  cutoff.  We  consider  it  private  if  either  it  has  too  few 
holders  of  comrnon  shares  to  be  required  to  file  financial  re- 
ports with  the  Securities  &  Exchange  Commission  (like  Boz- 
zuto)  or  it  limits  shareholders  to  members  of  a  select  group, 
such  as  current  employees  (like  Publix  Super  Markets). 


A  fifth  of  these  private  outfits  file  reports  with  the  SEC  anc 
many  of  the  rest  release  some  or  all  of  their  financials.  For  the 
very  private  companies  we  constructed  estimates  from  regula- 
tory filings  and  interviews  with  competitors  and  Wall  Stree' 
analysts  covering  the  sector.  Revenue  figures  are  for  the  lates' 
fiscal  year. 

We  excluded  revenues  of  publicly  held  subsidiaries — foi 
mstance.  Cox  Enterprises'  Cox  Communications — and  excise 
taxes.  By  "operating  income"  we  mean  earnings  before  depre- 
ciation, interest  and  taxes.  Net  income  includes  discontinuec 
operations  but  not  extraordinary  items  or  cimiulative  adjust 
ments  fi"om  an  accounting  change. 

The  list  excludes  companies  that  get  more  than  50%  o 
revenues  from  real  estate,  nonprofits  that  don't  pay  income 
taxes,  mutuals,  cooperatives,  auto  dealers  and  firms  with  fewei 
than  100  employees. 

As  the  story  on  Levi  Strauss  (p.  156)  illustrates,  privateh 
held  firms  face  no  less  pressure  to  stay  competitive  and  prof 
itable  simply  because  their  shares  aren't  publicly  traded.  Fo: 
more  information  on  this  year's  Private  500  se« 
forbes.com/private500.  f 
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The  difference  between  a  good  insurer  and  a  great 
one?  A  great  one  knows  this  isn't  just  any  shovel. 


You  tell  people  it's  a  reminder  of  that  rainy 
day  in  May  when  you  broke  ground  on  the 
new  building.  But  really  it's  a  reminder  of 
every  smart  choice  that  got  you  to  that  day. 
To  understand  what  moves  business,  you  have 
to  understand  what  moves  business  people. 


CAfA 


INSURANCE  IN  TOUCH  WITH  BUSINESS 


For  niore  information 


^see  an  independent  agent  or  broker,  or  visit  www.cna.com 

l  ade  name  of  the  CNA  Financial  Corporation.  Copyright  2000-2001.  All  rights  resen/ed. 


RANKIN 


MUES 

PRO 

FITS 

Rank 

COMPANY/business 

LHANbc 

OPERATING 

NtT 

01 

00 

($MIL) 

(%) 

($MIL) 

($MIL) 

EMPLC 

1 

1 

CARGILL/intI  marketer  &  processor  of  agricultural  &  industrial  commodities 

49,408 

2.9 

l,730e 

358 

90, 

2 

2 

KOCH  iNDUSTRlES/oil,  chemicals,  minerals,  energy,  environmental  technology,  ranching 

40,700e 

13.1 

l,550e 

750e 

11, 

3 

3 

PRICEWATEBHOUSECOOPERS/accounting,  auditing,  tax  &  consulting  services 

23,100e3 

74 

3,626  e 



160, 

4 

4 

MARS/mal<es  candy,  Ice  cream,  meals  &  pet  food;  processes  rice;  electronics 

15,500e 

1.3 

2,300e 

l,350e 

30, 

5 

7 

PUBLIX  Super  MARKETS/647  supermarkets  in  Florida,  Georgia,  South  Carolina  &  Alabama 

14,575 

11.5 

1,050 

530 

126, 

6 

3 

BECHTEL/engineering,  project  development;  construction  &  management 

14,300 

-5.3 

800 e 

300e 

40, 

7 

8 

DELOriTE  TOUCHE  TOKMATSU/accounting,  auditing,  tax  &  consulting  services 

12,200e' 

8.9 

2,685e 

2,075e 

92, 

8 

6 

KPMG  iNTERNATIONAL/accounting,  auditing  &  tax  services 

ll.OOOe' 

-170 

2,360  e 

l,650e 

92, 

9 

13 

Fidelity  iNVESTIWENTS/mutual  funds,  discount  brokerage,  pension  management 

11,096 

25.4 

4,880e 

2,187 

33. 

10 

10 

Ernst  &  VOUNG/accounting,  auditing,  tax  services  &  financial  services 

10,00023 

4.7 

2,000  e 

l,400e 

80, 

11 

11 

MEIJER/general  merchandise  &  grocery  stores  in  the  Midwest 

lO.OOOe 

5.3 

600  e 

200e 

80. 

12 

14 

ANDERSEN/assurance,  consulting,  accounting  &  legal  advisory  services 

9,340  3 

11.2 

2,240  e 

l,585e 

85. 

Got  cheese?  Last  year  Leprino  Foods  turne 
Zfeiflion  pounds  of  m^^    into  mozzarella. 


13 
14 
15 
16 
17 
18 


15 
18 
16 
17 
25 
19 


HE  Butt  Grocery/H-E-B  &  H-E-B  Pantry  Food  Stores;  food-processing  plants;  photo  processing 

C&S  WHOLESALE  GROCERS/wholesales  food  to  supermarkets,  retail  stores  &  military  bases 

HUNTSMAN/produces  chemicals,  polymers 

ARAMARKVfood  &  support  svcs;  uniforms;  child  care  &  educational  svcs 

PREMCOR/refines  &  markets  petroleum  prods 

JM  Family  ENTERPRlSES/independent  distributor  of  Toyotas;  insurance,  financial  svcs 


8,965 ' 

8,500 

8,5001 

7,745e 

7,312 

7,100 


10.2 
19.7 
6.3 
6.7 
61.8 
76 


618  e 

255  e 
850e 
648  e 
215 
820e 


188e 

51e 

153e 

76 
315e 


60, 

7, 
15, 
185. 
2. 
3. 


19 
20 
21 
22 
23 
24 


20 
21 
■ 

22 
23 
28 


Marmon  GROUP/diverse  group  of  manufacturing  &  service  companies 

ALLIANT  EXCHANGE^/distrlbutes  food  to  restaurants,  hotels,  hospitals  &  other  facilities 

Seagate  TECHNOLOGY/manufactures  disk  drives  &  storage  solutions 

ENTERPRISE  RENT-A-CAR/auto  rental,  fleet  services,  car  sales 

Science  Applications  iNTL/technology  research  &  devel,  systems  integration,  &  telecomm 

Graybar  ELECTRlC/wholesales  &  distributes  electrical  &  communications  equip 


6,786 

6,600 

6,387^ 

6,300 

5,896 

5,214 


3.9 
1.5 
NA 

12.5 
6.6 

21.3 


875e 
174 
759 
l,512e 
589 
221 


301 

66e 
212 
384e 
2,059 

66 


40. 
12. 
48. 
50. 
41, 
10, 


25 
26 
27 
28 
29 
30 


27 
24 
33 
34 
30 
31 


MENARD/home  improvement  centers 

Levi  Strauss  and  CO/Levi's,  Dockers  &  Slates  jeans  &  other  casual  apparel 

SO  Johnson  &  SON/household,  personal  care,  home  storage  &  insect-control  prods 

Peter  Kiewit  SONSVheavy  construction,  mining 

Giant  EAGLE/supermarkets  in  Pennsylvania,  Ohio  &  West  Virginia;  food  wholesaling 
Advance  PUBLlCATIONS/newspapers,  magazines,  Conde  Nast 


4,850e 

4,645 

4,500  2 

4,463 

4,435 

4,400e 


78 
-9.6 

71 
11.2 

5.1 

4.8 


340  e 

630 

675e 

227 

220  e 

880e 


146e 
223 

179 

65e 
265e 


71 
17,1 

9, 
11, 
25. 
23„ 


31 
32 
33 
34 
35 
36 


32 
9 

36 
40 
37 
35 


Hallmark  CAROS/greetlng  cards  &  related  products;  TV  programs;  art  materials 

ContiGroUP  Cos/integrated  poultry  &  pork  production;  cattle  feeding,  feed  &  flour  milling 

INTERTecH  GROUP/manufactures  polymers  &  composites 

Cox  ENTERPRiSES/newspapers,  television,  auto  auctions,  broadband,  radio 

HY-VEE/Hy-Vee  Food  supermarkets.  Drug  Town  drugstores 

MILLIKEN  &  Co/textiles  &  chemical  products 


4,233es 

4,000 

4,000e 

3,925e5 
3,900  2 
3,900e 


0.8 
NA 
3.9 

12.1 
2.6 

-2.5 


525e 


l,211e 
117  e 
460  e 


157e 


399e 
59e 


24, 
14, 
18, 
52, 
46, 
20„ 


iNot  on  last  year's  list,  e:  Forbes  estimate.  NA:  Not  available  or  not  applicable.  'Pro  forma  figure.  ^Company  provided  estimate.  Worldwide  figures.  "Announced  plans  to  go  public. 
^Excludes  public  subsidiaries.  '^Agreed  to  be  acquired  by  U.S.  Foodservice. 
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ie  more  stimulating  Acura  3.5RL.  Want  a  rush?  With  a  225-hp  engine  and  autobahn-tested  suspension,  you'll  enjoy 
iproved  acceleration  and  superior  handling.  And  with  an  Acura/Bose®  Music  System  with  6-disc  CD  changer  and  available 
nStar®  system,  you  might  drive  right  past  the  coffee  shop.  Call  1-800-TO-Acura  or  visit  acura.com.  ®ACURA 


America  forges  steel  and  etches  silicon,  designs  sneakers  and  explores  the  stars.  And  along  the 
Today,  more  than  ever,  the  people  of  the  American  Stock  Exchange  are  proud  to  be  part  of  that  pre 


)  2001  American  Stock  Exchange  LLC.  The  American  Stock  Exchai 


uces  more  opportunity  for  more  people  than  any  other  place  on  earth. 
American  Stock  Exchange.  Opportunity,  made  fresh  daily.' 


;y,  made  fresh  daily  are  trademarks  of  American  Stock  Exchange  LLC. 


AMERICAN 

STOCK  EXCHANGE 


Equities  Options  ETFs 


RANKlii 


REVENUES 

PRO 

FITS 

Rank 

COMPANY/business 

uHANut 

OPERATING 

NET 

'01 

00 

($MIL) 

(%) 

($MIL) 

($MIL) 

EMPLOY 

37 

41 

Reyes  HOLDlNG/rlistnhuics  luod  &  supplies  to  McDonald's;  distributes  beer 

3,900 

11.4 

82 

26 

2,^ 

38 

54 

MBM/distributes  food  &  related  products  to  national  restaurant  chains 

3,823 

41.6 

85e 

40  e 

2,S 

39 

38 

Guardian  iNOUSTRlES/flat  glass,  fiberglass  insulation,  auto  exterior  glass  &  trim 

3,800e 

4.1 

385e 

175 

40 

47 

Synnex  information  TECHNOLOGIES/contract  manufacturer  of  electronics  equip;  IT  distrib 

3,700 

23.5 

65 

41 

1,2 

41 

39 

ALTICOR/household  &  personal-care  products  under  Amway  brand;  Quixtar  online  sales 

3,525e 

0.7 

— 

— 

10,5 

42 

45 

Southern  Wine  &  SPlRiTS/distributes  wine,  spirits  &  nonalcoholic  beverages 

3,500 

12.9 

151  e 

81  e 

5.^ 

43 

51 

HEARST/publishing,  broadcasting  &  entertainment 

3.413e 

24.6 

601  e 

195e 

16,C 

44 

50 

EBY-BROWN/distributes  candy,  tobacco,  food  &  merchandise  to  convenience  stores 

3,400 

22.6 

100  e 

20e 

2,2 

45 

48 

McKlNSEY  &  Co/international  management  consulting  firm 

3,400 

172 

l,030e 

750e 

13,0 

46 

79 

Flying  J/truck  &  travel  plaza  stops;  oil  refining,  production  &  exploration 

3,330 

59.4 

138 

25 

10,G 

47 

26 

Capital  Group  of  COMPANIES/manages  mutual  funds;  financial  services 

3,300e 

-270 

l,320e 

695e 

5,0 

48 

43 

Gulf  States  TOYOTA/independent  distributor  of  Toyotas 

3,200e 

1.3 

65e 

30e 

1,8 

49 

46 

Schneider  NATiONAL/truckload  carrier 

3,089 

3.0 

310e 

60e 

17,l| 

50 

68 

Core-Mark  iNTERNATlONAL/distributes  tobacco  products,  candy,  food,  health  &  beauty  aids 

3,035 

34.6 

42 

11 

2,5 

51 

44 

INTERNATIONAL  DATA  GROUP/computer  publications  &  market  research;  computer  trade  shows 

3,010 

-2.9 

390 

205 

13,2 

52 

■ 

Allegis  GROUP/provides  information  technology  services  &  staffing 

3,000e 

NA 

230e 

66e 

8,8 

Do 

RALEY'S/Raley's  Food  &  Drug  stores,  other  supermarkets  &  drugstores 

3,000 

5.3 

126e 

57e 

170 

54 

4^ 

SCHWAN'S  Sales  ENTERPRlSES/dellvers  frozen  pizzas  &  other  frozen  foods 

3,000e 

-10.0 

- 

- 

6,0 

55 

55 

JR  SiMPLOT/processes  potatoes,  vegetables,  meat,  other  foods;  fertilizer;  livestock;  turf  products 

3,000 

11.1 

311e 

62  e 

13,ol 

56 

64 

QuiKTRIP/gasoline  &  convenience  stores  in  9  southern  &  midwestern  states 

2,929 

24.8 

105 

26 

6,0' 

57 

65 

BLOOMBERG/online  financial  data,  business  news  service,  magazines,  broadcasting 

2,850e 

23.9 

955e 

399e 

72 

58 

93 

RaceTrac  PETROLEUM/RaceTrac  &  Raceway  convenience  stores  &  gas  stations  In  13  states 

2,811 

52.3 

125e 

85e 

4,9 

CO 

bo 

WEGMANS  food  MARKETS/Wegmans  Food  Markets;  Chase-Pltkin  Home  &  Garden  Centers 

2,800 

4.9 

100  e 

60e 

29,81 

bu 

CO 

Perdue  FARMS/processes  poultry  &  agricultural  products 

2,700 

8.0 

210e 

75e 

19,5 

61 

57 

Keystone  FOOOS/processes  beef  &  poultry  for  food  svcs;  distributes  food  &  supplies 

2,650 

2.2 

40  2 

10  2 

6,7! 

62 

96 

A-Mark  FiNANCIAL/trading  &  marketing  of  rare  coins,  precious  metals;  merchant  banking 

2,600 

43.5 

7e 

3e 

li 

63 

134 

Clark  Retail  ENTERPRlSES/convenience  stores,  gas  stations 

2,600^ 

79.3 

6,01 

64 

53 

CONSOLIDATED  ELECTRICAL  DiSTRlBUTORS/wholesales  &  distributes  electrical  equipment 

2,600e 

-3.7 

150e 

63e 

5,51 

cc 

Gordon  food  SERVICE/dlsthbutes  food;  GFS  Marketplace  stores 

2,600  2 

20.9 

110  2 

542 

4,5] 

bo 

CQ 

KOHLER/plumbing  prods,  engines,  generators,  furniture,  tile,  hotels 

2,600e 

4.0 

360  e 

85e 

20,0 

67 

91 

Sinclair  Oil/oII  refineries,  ski  resorts,  hotels,  gas  stations 

2,600e 

36.8 

550e 

200  e 

6,8) 

68 

107 

Pilot/144  travel  centers;  66  convenience  stores 

2,586 

46.3 

91 

51 

77; 

69 

62 

Micro  WAREHOUSE/sells  computers  &  equip  online  &  via  catalog 

2,565e 

8.0 

108  e 

64  e 

3,01 

70 

61 

Stater  Bros  Markets/155  supermarkets  in  southern  California 

2,550  2 

2.0 

117e 

8e 

13,0! 

T1 

1  9Q 

TRANSAMMONIA/trades  &  ships  fertilizers,  liquefied  petroleum  gas  &  petrochemicals 

2,447 

64.7 

23e 

21e 

2: 

1  C 

QO 
SO 

Clark  ENTERPRlSES/construction,  real  estate,  investments 

2,445e 

35.8 

98e 

37e 

4,5(1 

73 

66 

CONNELL/leases  heavy  equipment;  real  estate;  trades  rice  &  sugar 

2,425 

5.4 

2' 

74 

101 

PARSONS/liiternatlonal  engineering  &  construction  services 

2,400 

33.3 

130e 

45e 

13,5C 

75 

326 

Platinum  EOUITY/acquires  &  operates  information-technology  companies 

2,400 1 

203.0 

14,9C 

76 

80 

Quality  King  DlSTRieUTORS/distributes  drugs,  health  &  beauty-care  prods,  fragrances 

2,400^ 

171 

120e 

43  e 

1,3C 

77 

67 

Venture  iNOUSTRiES/manufactures  plastic  auto  components 

2,400e 

4.3 

245  e 

12e 

18,00 

■Not  on  last  year's  list,  e:  Forbes  estimate.  NA:  Not  available  or  not  applicable.  'Pro  forma  figure.  ^Company  provided  estimate. 
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75"/"  OF  ALL  IT.  DOLLARS 
GO  TO  INFRASTRUCTURE. 

ISN'T  IT  TIME  YOU  LEARNED  WHAT  IT  IS? 


Free  field  guide  for  elevator-conversation  readiness. 


COMPANIES  TODAY  HAVE  A  TON  OF  MONEY 
RIDING  ON  INFRASTRUCTURE.  And  it's 
not  just  the  amount  of  money  spent  that's  important, 
it's  how  wisely  it's  spent.  So  how  do  you  ensure 
that  your  business  model  leads  to  profitabiUty?  Will 
the  platform  you  invest  in  today  work  with  the 
technology  you'll  need  tomorrow?  How  do  you 
protect  it?  How  do  you  plan  for  the  unexpected?  How 
wiU  you  finance  all  this? 

Our  free  Executive  e-business  Infrastructure  Guide 
answers  your  questions.  (Even  it  you  don't  know  which 
questions  to  ask.)  It  starts  with  some  of  the  basics,  Mke 
what's  infrastructure?  (The  hardware,  software  and 
services  that  provide  the  technological  foundation  for 
your  e-business.)  It  outlines  every  major  stage  of 


e-business  evolution  and  covers  such  key  topics  as 
openness,  outsourcing  and  end-to-end  capabilities. 
It's  yours  free,  simply  by  registering  online  or  by  phone. 

You  may  ask  why  IBM  prepared  this  guide.  The 
answer  is  that  we  want  to  help  you  initiate  and  maintain 
an  open  dialogue  with  the  people  in  your  company  who 
know  all  about  servers,  software  and  storage  systems. 
That  way  you  will  be  able  to  contribute  to  the  I.T. 
decision-maldng  process. 

To  receive  your  complimentary  copy  of  our 
latest  paperback  sensation,  The  Executive  e-business 
Infrastructure  Guide,  simply  go  to  our  Web  site  at 
ibm.com/e-business/guide3.  Or,  if  you  prefer,  you 
can  call  us  at  1 800  IBM  7080  (ask  for  Guide  3).  And 
learn  how  to  put  your  I.T.  dollars  to  better  use. 


FREE  EXECUTIVE  E-BUSINESS  INFRASTRUCTURE  GUIDE 


@  ibm.com/e-business/guicle3    Q  1800  IBM  7080,  ask  for  Guicle  3 


*LEGAL  NOTE:  IBM  and  the  e-business  logo  are  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  Other  company, 
product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©2001  IBM  Corporation.  All  rights  reserved.  Limit  one  book  per  respondent.  Respondents  will 
be  required  to  complete  a  registration  form  in  order  to  participate  in  this  offer.  Offer  ends  12.31.01,  Offer  available  only  in  the  U.S.  Please  allow  4-6  weeks  for  delivfv 


RANKII 


Rank 

'01  '00 


COMPANY/business 


78 
79 
80 
81 
82 
83 


84 
85 
86 
87 
88 
89 


72 
69 
63 
71 
82 


70 
■ 

75 
103 
84 
60 


GiLBANE/builds  airports,  educational,  govt  facilities  &  water-treatment  plants 

ALLIED  WORLDWiDE/relocation  services,  logistics 

Black  &  VEATCH/engineering,  construction  &  technical  consulting  services 

H  Group  HOLOING/Hyatt  hotels  &  resorts 

HT  HACKNEY/distributes  food  &  petroleum;  manufactures  furniture 

METALDYNE/designs  &  manufactures  transportation  equipment 


Advance  STORES/auto  parts  store;  distributes  auto  parts 
SPRINGS  iNDUSTRlES/synthetic  fibers 
BELK/department  stores 

EDWARD  JONES/securities  &  Insurance  brokerage 

KiNKO'S/provides  self-service  copying,  custom  printing,  other  business  services 

RENCO  GROUP/steel  &  refined  lead  &  other  metals;  mines  coal;  HumVee  &  Hummer  vehicles 


REVENUES 


2000 
($mil) 

CHANGE 

(%) 

OPERATING 

($MIL) 

2,388 

9.6 

60  e 

2,372 

72 

130 

2,358 

-0.7 

47 

2,300e 

4.5 

683  e 

2,300 

15.0 

87  e 

2,300e 

NA 

374  e 

2,288 

3.7 

160 

2,275 

2.5 

260 

2,270 

5.8 

213 

2,184e 

9.2 

360  e 

2,150  2 

-14.0 

PRQflTS, 


NET 

($MIL) 


36e 

-15 
15 
165e 

37e 

17 

67 

57 
230 
llOe 


EMPI 


7C 

'I 

li 

21 
2c 
2E 

1# 


Eat  up:  Pinnacle's  old  owners  sold  $740  million 
in  frozen  food,  Vlasic  pickles  and  sauce  last  ycc 


90 
91 
92 
93 
94 
95 


96 
97 
98 
99 
100 
101 


102 
103 
104 
105 
106 
107 


108 
109 
110 
111 
112 
113 


111 
86 
81 
87 
76 
121 


133 
92 
■ 

97 
110 
194 


83 
■ 

77 
104 
100 

78 


182 
85 
153 
90 
113 


BDO  iNTERNATiONAL/accounting,  assurance,  tax  &  management  consulting 
Structure  TONE/general  contractor;  construction  manager 
SCOULAR/trades  &  stores  grain,  feed,  food  ingredients 
Carlson  Cos/TGI  Friday's  restaurants,  Radisson  hotels,  travel,  business  incentives 
Ingram  iNDUSTRIES/dlstrlbutes  books;  marine  transportation;  insurance 
HAWORTH/'designs,  manufactures  &  markets  office  furniture  &  seating 


TRAVELCENTERS  OF  AMERICAVfull-service  truck  stops 

UNlGROUP/United  Van  Lines  &  Mayflower  Transit  moving  services 

Apex  OlL/dlstrlbutes,  stores  &  trades  petroleum  products 

BOOZ,  ALLEN  &  HAMILTON/management  &  technology  consulting 

GOLUB/Price  Chopper  supermarkets  &  Mini  Chopper  convenience  stores 

Hunt  CONSOLIDATED/HUNT  OiL/develops,  refines  &  explores  for  oil  &  gas;  Hyatt  hotels 


JELD-Wen  HOLDiNG/makes  &  retails  windows,  doors,  building  materials;  develops  resorts 
KB  TOYS/toy  stores 

Lifestyle  Furnishings  iNTL/manufactures  &  markets  home-furnishing  products 

VERTlsVadvertising  &  marketing 

Gulf  OiL/wholesales  &  distributes  oil  &  petroleum  products 

SCHNUCK  MARKETS/supermarkets  In  the  Midwest 


Crown  Central  PETROLEUM/petroleum  refiner  &  marketer 
DPR  CONSTRUCTlON/general  contractor  of  technology-based  facilities 
Sammons  ENTERPRlSES/insurance 

ERGON/refines  petroleum;  makes  computer  boards;  designs  computer  systems 
DR  PEPPER  BOTTLING/Seven-UP  BOTTLING  GROUP/bottles  sott  drinks 
HR  LOGIC/professional  employer  organization 


2,135e' 

2,100  2 

2,098 

2.083e 

2,075 

2,060 


2,060 

2,009 

2,000e 

2,000 

2,000e 

2,000e 


2,000 

2,000 

2,000e 

l,994e 

l,970e 

l,969e 


1,961 

1,958 

l,934e 

1,905  e 

1,900 

l,900e 


25.6 
5.0 
4.1 
6.8 
-2.8 
30.4 


41.6 
70 
NA 
11.1 
14.3 
73.9 


0 
NA 
-4.8 
12.0 
9.4 
-6.2 


NA 
63.2 
-3.3 
41.1 
0 

13.8 


385e 
63e 
47  e 
320e 
130e 
260  e 


102 

70 
56e 
432e 
120e 
1,000  e 


135e 
120e 
160e 
276e 
20e 
65  e 


255e 
32e 
lOe 
88e 
50e 

124e 


-24 

19 

22e 
220e 

30e 
330e 


22 

I' 

71 

e 

14 


30e 
72e 
60e 
28e 
14e 
43e 


IC 
1 

11 
19 
2 


2d 
20 
28 
IQ 

161 


45 

48  e 
253e 
136e 

13e 


-5 
26  2 
IBOe 
42e 

4e 


2 

3 
3 
2 

8i 


■  Not  on  last  year's  list,  e:  Forbes  estimate.  NA:  Not  available  or  not  applicable.  ^Company  provided  estimate,  'Worldwide  figures.  ''Announced  plans  to  go  public.  'Formerly  knovi/n  as  Bij 
Flower  Holdings. 
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RANKIN 


Rank  COMPANV/business 
■01  00 


114 

115 
116 
117 
118 
119 

120 
121 
122 
123 
124 
125 


126 
127 
128 
129 
130 
131 

132 
133 
134 
135 
136 
137 

138 
139 
140 
141 
142 
143 


144 
145 
146 
147 
148 
149 


117 
88 
112 
174 
102 
94 

114 
155 
233 
108 
128 
105 


109 
146 
116 
89 
125 
189 

126 
118 
99 
106 

■ 
136 

202 
132 
124 
123 
141 
147 


122 
120 
138 
115 
215 
135 


SHEETZ/convenience  stores  in  Pennsylvania,  Maryland,  Ohio,  Virginia  &  West  Virginia 
6C0M3  GROUPVadvertising,  marketing,  communications 
Alex  LEE/distributes  food;  supermarkets 
DreamWorks  SKG/produces  motion  pictures 
JF  SHEA/home  builder  &  general  contractor 

DeMOULAS  Super  MARKETS/DeMoulas  &  Market  Basket  supermarkets  In  New  England 

CENTRAL  NATIONAL-GOTTESMAN/distributes  pulp  &  paper 
DYNCORP/technical  &  consulting  services  primarily  to  the  US  government 
HEAFNER  Tire  GROUP/dlstributes  tires,  repairs  autos 
BEAULIEU  OF  AMERICA  GROUP/manufactures  carpets  &  rugs 
QUAD/GRAPHlCS/prints  catalogs,  magazines,  inserts,  books  &  other  commercial  prods 
84  LUMBER/supplles  building  materials  to  contractors  &  public 


GOLDEN  State  FOOOS/food  processor  &  distributor  to  the  food  service  industry 

BE&K/engineering,  construction  &  maintenance 

LEPRINO  FOODS/processes  mozzarella  cheese 

Builders  FiRSTSOURCE/manufactures  &  distributes  building  materials 

KiNRAY/distributes  drugs,  health  &  beauty  aids  &  medical  equipment 

CH2M  Hill  Cos/designs,  develops,  builds  &  operates  water,  environ  &  transport  projects 


ANDERSEN/manufactures  windows  &  patio  doors 

BROOKSHIRE  GROCERY/Brookshire  &  Super  1  supermarkets 

Grant  iHORNTON/accountlng  &  consulting  services 

AmsTED  iNDUSTRlES/rallroad  &  industrial  equipment,  building  materials 

BRUNO'S  SUPERMARKETS/retall  supermarket  chain 

Whiting-Turner  CONTRACTINC/construction  manager,  general  contractor  &  design  builder 


TISHMAN  Realty  &  CONSTRUCTION/constructlon;  building  management 
National  DlSTRieuTlNG/distributes  alcoholic  &  nonalcoholic  beverages 
Rich  PROOUCTS/Coffee  Rich,  Rich's  Whip  Topping  &  frozen  foods;  pro  sports 
E&J  Gallo  WiNERY/generIc  &  premium  wines  &  wine  products 
Kingston  TECHNOLOGY/computer  memory  &  upgrade  products 
AECOM  TECHNOLOGY/architecture,  engineering,  design 


COMARK/sells  computer  equip  &  software;  provides  info  tech  svcs 

AG  Spanos  Cos/commercial  &  residential  construction;  real  estate  development 

FOLLETT/operates  college  bookstores;  wholesales  educational  prods  &  svcs 

Day  &  ZiMMERMANN  GROUP/temp  tech  svcs,  engineering,  construction,  defense  prods 

SWINERTON/construction 

Fry's  ELECTRONlCS/consumer  electronics  stores 


REVENUES 


2000 
($MIL) 


1,900 ' 

1,894 1 

1,890 

1,873 

1,863 

l,850e 


1,825 

1,809 

1,807 

l,803e 

1,800 

1,775 


1,764 

1,756 

l,714e 

1,710^ 

1,710 

1,707 


1,700 

l,694e 

l,690e' 

l,650e 

1,650 

1,646 


1,640 

l,630e 

1,620 

l,600e' 

1,600 

1,5752 


1,560 

1,560  2 

1,554 

1,554 

1,550 

l,530e 


CHANGE 

(%) 


173 
-2.0 
11.8 
50.8 
3.8 
0.5 


10.6 
34.5 
778 
3.0 
20.0 
0 


0.8 
28.2 

3.9 
14.0 
13.2 
45.6 


13.3 
5.0 

-0.6 

-70 
NA 

16.1 


478 
12.0 
6.9 
5.6 
14.3 
15.4 


0.6 
-1.9 
10.9 

5.1 
44.3 

5.5 


PROFITS 


OPERATING 
($MIL) 


105  e 
236 

55e 
169  e 
180e 

67  e 


37  e 
102 

43 
198  e 
234e 
124  e 


58  e 
90  e 
94  e 

26 
57 


119  e 
46  e 
305  e 
265e 
60 
36  e 


30  e 
2352 
68 
956 
40  2 
61e 


NET 

($MIL) 


40e 

-3 
20e 

85e 
20e 


24e 
10 
-43 
54e 
54e 
53e 


35e 
36e 
596 

15 
25 


51e 
20e 
205e 


21e 


20e 
58  2 
20 
60  e 
15 
23e 


706 

376 

2,1 

245  e 

1006 

71 

319e 

866 

3,1 

906 

18e 

1,1 

69  2 

172 

12,1 

150 
151 
152 
153 
154 


148 
130 
258 
139 
140 


BORDEN/consumer  adhesives;  industrial  chemicals 

Save  Mart  SUPERMARKETS/Save  Mart  &  other  supermarkets  in  California;  produce 
Cumberland  FARMS/convenience  stores,  gas  stations 

Delaware  north  Cos/concessions  &  hospitality  svcs  at  parks,  airports  &  sports  venues 
GROCERS  SUPPLY/distributes  food  to  convenience  stores  &  supermarkets 


1,524 
1,524 
1,500 
1,500 
l,500e 


12.0 
3.8 

32.2 
71 
71 


160 

78 

46  e 
116  e 

23e 


34 
33 
13e 
49  e 
15e 


■Not  on  last  year's  list,  e:  Forbes  estimate.  NA:  Not  available  or  not  applicable.  'Pro  forma  figure.  ^Company  provided  estimate.  'Worldwide  figures.  ''Announced  plans  to  go  public. 
'Published  company-provided  December  2000  estimates  last  year.  ^Excludes  excise  tax. 
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RANKIN 


REVENUES 

PROFITS 

Rank 

COMPANY/business 

UrLnAlinu 

'01 

'00 

($MIL) 

(%) 

($mil) 

($MIL) 

EMPLO 

155 

169 

Hewitt  ASSOCIATES/human  resources  consulting  &  outsourcing 

1.500^ 

17.6 

405  e 

195e 

12.1 

156 

142 

National  GvPSUM/manufactures  gypsum  wallboard 

l,500e 

7.1 

237e 

lOle 

2,1 

157 

165 

SOUTHWIRE/wire  &  cable  for  utility  &  construct  inds:  copper  &  aluminum  rods 

1,500 

15.4 

191  e 

54e 

3,1 

158 

144 

WAWA/convenience  stores  in  5  mid-Atlantic  states 

l,500e 

7.3 

108  e 

28e 

13,1 

1  CO 

1  7Q 

DHL  AlRWAYS/international  air-express  delivery 

1,497 

24.2 

-26 

-67 

9,1 

XoU 

1  07 
XOl 

DiGlORGIO/wholesales  &  distributes  White  Rose  &  national-brand  food  products 

1,496 

5.8 

37 

11 

1, 

161 

214 

Glazer'S  Wholesale  DRUG/dlstributes  wine  &  distilled  beverages 

l,480e 

37.7 

63e 

33e 

3„ 

162 

180 

Services  Group  of  AMERiCA/distributes  food  &  supplies  to  hospitals,  restaurants  &  schools 

1.480 

23.1 

30  e 

6e 

3, 

163 

172 

ASPLUNDH  Tree  EXPERT/vegetation  management  &  utility-related  services 

1,473 

17.7 

210  e 

77e 

25. 

164 

131 

General  PARTS/Carquest  auto  parts  stores;  distributes  auto  parts 

1,459 

-0.2 

128e 

45e 

12,1 

165 

119 

METROMEDIA/Ponderosa  &  Bonanza  steakhouses,  Bennigan's  &  other  rests;  outdoor  ads 

1 7np 

OUc 

29, 

166 

162 

Purity  Wholesale  GROCERS/distributes  groceries,  health  £.  beauty  products  &  drugs 

1,450 

11.5 

45  e 

30e 

  _              _  _ 

i 

1 

^  Food  for  thought:  John  Kluge  s  Metromedia 

pit'  conglomerate  also  owns  415  restaurants. 

167 

143 

Sierra  pacific  INOUSTRIES/Iumber  &  millwork  products;  windows 

l,450e 

3.6 

200  e 

20e 

3,1 

168 

156 

Towers  PERRIN/management,  human  resources  &  financial-services  consulting 

1,448 

8.2 

201 

136 

8,i 

169 

160 

FRANK  Consolidated  ENTERPRiSES/fleet  leasing  &  management 

1,431 

10.1 

147  e 

59e 

170 

171 

HEICO  COMPANIES/industrial  machinery,  heavy  equipment 

l,425e 

13.6 

12. 

1  71 

8 

Breed  TECHNOLOOIES/manufactures  automotive  safety  systems  &  components 

l,422e 

9.4 

16. 

1  79 
XI  ^ 

Hunt  Construction  GROUP/general  contractor,  construction  management 

1,418 

4.9 

40  e 

18e 

173 

213 

Flint  iNK/manufactures  printing  ink  &  coatings 

1.400 

29.6 

4, 

174 

154 

WL  Gore  &  ASSOCIATES/manufactures  fabrics,  electronics.  Industrial  &  medical  products 

1,400 

3.7 

278  e 

139e 

6, 

175 

271 

Software  House  iNTERNATIONAL/reseller  of  computer  software,  hardware  &  related  svcs 

1.400 

54.0 

62e 

30  e 

1,1 

176 

187 

HB  ZACHRY/general  contractor  for  power  plants  &  other  industrial  facilities 

1.400 

172 

42  e 

28e 

14,1 

177 

218 

Walsh  GROUP/general  contractor,  construction  manager,  design  builder 

1.388 

31.4 

68e 

55 

5,1 

178 

AEI  RESOURCES/coal  mines;  manufactures  mining  equipment 

1.380e 

NA 

4, 

179 

145 

EBSCO  iNDUSTRIES/subscription  svcs  &  reference  databases;  printing;  fishing  &  hunting  prods 

1.375 

0 

4, 

180 

228 

ViEWSONlC/distributes  computer  monitors 

1,371 

33.5 

80  e 

65e 

181 

150 

HENSEL  PHELPS  CONSTRUCTION/commercial  construction 

1,368 

0.8 

36 

18 

2, 

182 

163 

SCHREIBER  FOODS/makes  &  packages  cheese;  frozen  entrees 

l,352e 

4.0 

68  e 

27e 

3, 

183 

327 

Devcon  CONSTRUCTlON/'general  contractor  for  commercial,  industrial  &  office  bidgs 

1,351 

72.1 

13  e 

4 

1 

184 

170 

IMG/talent  management  svcs;  special  events;  produces  TV  programs;  licensing 

l,350e 

7.1 

270  e 

96e 

3,1 

185 

237 

EPIX  HOLDlNGS/professional  employer  organization 

1,331 

33.0 

5 

4 

186 

157 

MARlTZ/marketing  research,  performance  improvement;  travel  services 

1,318 

-  -0.5 

53 

6, 

187 

216 

Dunn  iNDUSTRlES/general  contractor,  construction  &  program  management 

1,311 

23.3 

33e 

22e 

3,1 

188 

209 

YOUNG'S  MARKET/distributes  wine  &  spirits 

l,310e 

19.1 

45  e 

10  e 

1, 

189 

318 

RITZ  Camera  CENTERS/photography  stores;  boat  stores 

l,305ei 

63.1 

12,1 

190 

149 

CC  iNDUSTRIES/manufactures  truck  trailers,  metal  casual  furniture,  power  converters 

1.300e 

-4.4 

76e 

5,1 

■Not  on  last  year's  list,  e:  Forbes  estimate.  NA:  Not  available  or  not  applicable.  'Pro  forma  figure.  ^Company  provided  estimate. 
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Wireless  is  calling. 


She  gets  the  message  and  replies  in  real  time. 

Wireless  works.  Right  this  minute.  And  thanks  to  AT&TWireleS,  your  business  can  beconne 
nMnHMM^HHjjH  radically  more  efficient.  With  services  for  a  host  of  wireless  devices, 
BHHS@S9B3SBSS^^  you  can  access  real-time  information,  Internet,  e-mail,  even 

ft  DEAL  CONFIRMED 

BMBKnM  company  databases.  The  next  generation  of  data  communication 

^^HH^^^^mH  is  already  here,  and  it's  AT&T  Wireless  leading  the- way 


8  7  7-400-1080 


AT&T  Wireless 

YOUR  WORLD.  CLOSE  AT  HANa 


attwireless.com/business/data 


■  ti^_.  Requires  credit  approval,  activation  fee,  annual  contract  and  a  compatible  wireless  device.  May  not  be  available  for  purchase  or  use  in  all 

■  eas  y  '  !  •  ,  ■  icss.com  for  coverage  information.  Additional  hardware,  software  and  charges  apply  for  some  offers.  Coverage  may  vary  due  to  customer  equipment  and 
*'  '  ■  t  ictoi ;  Due  to  coverage  limitations,  information  may  not  be  accessible  at  all  times. The  amount  and  type  of  information  available  is  software  and  device  dependent. 

)nal  terms  and  conditions  apply  ©2001  AT&T  Wireless.  All  Rights  Reserved. 


RANKIN 


REVENUES 


RANK 
'01  '00 

l#UMrANT/OUSineSS 

2000 
($MIL) 

CHANGE 

(%) 

OPERATING 
($MIL) 

NET 
($MIL) 

EMPuj 

191 

161 

SC  JOHNSON  Commercial  MKTS/floor  care,  food  sanitation  &  hygiene  &  appearance  prods 

1,300 

0 

235e 

80e 

3, 

192 

173 

LANOGA/lumber  &  other  building  materials  stores  in  18  states 

1,300 

3.9 

100  e 

40e 

5, 

193 

167 

TAYLOR/printing,  stationery,  direct-mail  marketing;  electrical  equipment 

l,300e 

0 





14, 

194 

191 

WinCO  FOODS/WinCo  Food  Stores 

1,300 

12.1 

80 

32 

5, 

195 

164 

SF  Holdings  GROUP/disposable  paper  &  plastic  food  &  beverage  utensils  &  containers 

l,282e 

0.4 

85e 

2e 

8. 

196 

176 

Tang  iNOUSTRIES/fabricates  &  distributes  metal;  office  furniture 

l,270e 

3.7 

45  e 

3, 

197 

183 

Life  Care  Centers  of  AMERICA/operates  nursing,  assisted  &  independent  living  centers 

1.265  2 

5.4 





29. 

198 

224 

REPUBLIC  Technologies  iNtL/produces  specialty  steel  bars  &  wire  rods 

1,265 

22.5 

59 

-287 

4, 

199 

243 

ICC  iNDUSTRIES/manufactures  chemicals,  plastics  &  pharmaceuticals 

1.260e^ 

26.0 

170  e 

50e 

1, 

200 

175 

DILLINGHAM  CONSTRUCTION/contractor  for  comm,  industrial,  heavy,  civil  &  marine  projects 

1,258  2 

1.5 

15e 

5e 

6, 

201 

204 

BOSE/musIc  systems,  loudspeakers,  home  theater  systems,  auto  sound  systems  &  aviation  headsets 

1,250 

13.6 

240  e 

130e 

7, 

202 

184 

MERIDIAN  Automotive  SVSTEMS/manufactures  Interior  &  exterior  auto  modules 

1,250  ^ 

4.2 

125e 

7, 

203 

186 

ABC  SUPPLY/wholesale  distributor  of  roofing,  siding.  Insulation,  windows  &  tools 

1,239 

3.5 

54 

13 

3, 

204 

206 

Holiday  Cos/Mollday  Station  convenience  stores;  sporting  goods  stores 

l,225e 

11.4 

65  e 

20e 

5, 

205 

195 

G-l  HOLDINGS/manufactures  &  distributes  roofing  &  other  building  materials 

1,208 

6.0 

86 

-11 

3, 

206 

264 

McCarthy  Building  Cos/general  contractor,  construction  manager 

1,205 

28.2 

18 

13 

2, 

207 

277 

DeBruce  GRAiN/runs  grain  elevators,  merchandises  grain,  trades  fertilizer 

1,201 

34.9 

27  e 

6e 

208 

302 

Austin  iNOUSTRIES/heavy,  commercial  &  industrial  construction;  construction  mgmt 

1,200 

43.7 

48  e 

32e 

6, 

209 

268 

BARNES  &  NOBLE  COLLEGE  BOOKSTORES/college  &  online  bookstores 

1,200 

30.4 

28 

17 

9, 

210 

220 

Mary  KAY/markets  cosmetics  &  personal  care  prods  via  direct  selling 

l,200e 

14.3 

160  e 

105e 

3, 

211 

■ 

Purdue  PHARMA/manufactures  pharmaceuticals 

l,200e 

NA 

354e 

229e 

3, 

212 

221 

SWAGELOK/valves,  tube  fittings  &  other  fluid-system  components 

1,200 

14.3 

188e 

60e 

3, 

213 

217 

PARSONS  BRINCKERHOFF/engineering&  construction  management 

1,193 ' 

12.5 

48  2 

192 

9, 

214 

225 

DISCOUNT  TiRE/operates  438  tire  stores  In  19  states 

1,192 

15.6 

97 

58 

8, 

215 

190 

CONNELL  Ltd  PARTNERSHIP/recycles  aluminum;  metal  fab,  diemaking  tools;  heat-transfer  prods 

1,185 

2.2 

50e 

25e 

2, 

216 

159 

Dade  BEHRlNG/manufactures  &  supplies  clinical  diagnostic  technology  systems 

1,184 

-9.6 

195 



6, 

217 

178 

United  DEFENSE/suppIIos  armored  combat  vehicles,  weapons  delivery  systems  to  the  military 

1,184 

-2.4 

146 

20 

5, 

218 

181 

BASHAS'/Bashas',  AJ  Fine  Foods,  Food  City  &  other  supermarkets  in  Arizona 

l,170e 

6.4 

39e 

15e 

8, 

219 

196 

Dart  CONTAINER/manufactures  polystyrene  cups  &  other  food  containers 

l,170e 

3.3 

1996 

51e 

5, 

220 

■ 

NOVEON/manufactures  polymer  additives,  specialty  plastics,  textile  &  coating  solutions 

1,168 

NA 

209 

50 

3, 

221 

192 

DOMINO'S  PiZZA/pizza  delivery  &  carryout 

1,167 

0.9 

146 

25 

14, 

222 

249 

KNOLL/manufactures  office  furniture 

1,163 

18.1 

271 

116 

4, 

223 

229 

BARTON  MALOW/constructs  corporate,  industrial,  health  care,  education  &  sports  facilities 

1,160 

13.1 

13 

9 

1, 

224 

230 

Skadden,  Arps,  Slate,  Meagher  &  FLOM/law  firm 

l,154e 

12.6 

525e 

485e 

4, 

225 

203 

LL  BEAN/outdoor  sporting  goods  &  apparel  sold  by  mail  order,  Internet  &  company  stores 

l,150e 

4.5 

60  e 

20  e 

4, 

226 

211 

Big  Y  Foods/45  supermarkets  in  Connecticut  &  Massachusetts;  gourmet  food  &  wine  shop 

l.lSOe 

6.2 

30e 

15e 

7, 

227 

208 

NESCO/industrial  equipment,  engineering  services 

l,150e 

4.5 

100  e 

65e 

10, 

228 

198 

NORTH  PACIFIC  GROUP/trades  &  distributes  forest,  agricultural,  steel  &  other  products 

l,150e 

2.0 

16  e 

5e 

229 

■ 

Petco  Animal  SuppLiES/pet  supply  stores 

1,150 

16.1 

97e 

20e 

13, 

230 

■ 

TTI/distributes  resistors,  capacitors,  connectors,  relays,  switches  &  other  electronics 

1,146 

108.0 

68e 

46  e 

231 

223 

Regal  CiNEMAS/operates  movie  theaters 

1,131 

9.1 

176 

-367 

15, 

232 

168 

WiLBUR-ELLIS/distributes  agricultural  chemicals  &  fertilizers  in  U.S.;  chemicals  in  Asia 

1,131 

-13.0 

57e 

21e 

2, 

PROFITS 


iNot  on  last  year's  list,  e:  Forbes  estimate.  NA:  Not  available  or  not  applicable.  'Pro  forma  figure.  ^Company  provided  estimate.  "Excludes  public  subsidiaries. 
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INVESTOR  DILEMMA #1: 


BRAINS 


DON'T  COME  WITH 


I 


PERATING 


INSTRUCTIONS. 


Unfortunately,  there  are  no  good  instructions  for  how  our  brains  will  operate  when  emotions  take  over- especially  in  an  uneasy 
market.  But  value  investing  is  an  approach  that  takes  out  the  emotion  and  takes  advantage  of  opportunities  created  by  market 
swings.  Because  when  investors  overreact,  good  companies  can  become  good  bargains  -  if  you  know  how  to  spot  them.  And 
Scudder's  value  team  does.  With  analysts  and  partners  worldwide.  Ask  a  financial  advisor  how  value  investing  can  -help  you. 
Call  Scudder  Investments  at  1-800-621-1048.  Or  visit  www.scudder.com.  And  save  something  rare  in  today's  market.  Your  sanity 

:>#;:;iit  SCUDDER 

,       V  INVESTMENTS 

V.  .  ''.  Tfanslating  Oppor iiinity 

Mutual  Funds  '  Annuities    '  '  '    ;  .      Retirement  I'lans 

'  a  prospectus  containing  nnore  complete  IfvfqrmatiQn  ineluding  managfement  fees  and  expenses  contact  your  financial  representative  or  call 
udder  Investments  at  1-800-621-1048.  Please  read  it  carefully  before  you  invest  or  send  money. 

?001,Scuddef,Dis:tributQrsJnc.  14826 X11./S/01J,.  .,  .    •. A'''^J^'%.<'/,.'@..'?H'-«^^^^^^ 


RANKIh 


REVEMUIS 

PRO 

FITS 

1 

RANK 

■01  00 

COMPANY/business 

9nnn 
($mil) 

bnATlut 

(%) 

UrtnAI  INu 

($MIL) 

($MIL) 

EMPU 

233 

199 

RIVERWOOD  iNTL/coated  kraft  paperboard  for  packaging;  paper  mills;  packaging  machinery 

1,129 

1.5 

361 

40 

4 

234 

235 

Crown  EQUlPMENl/manufactures  heavy-duty  electric  lift  trucks 

1.127 

11.6 

123e 

35e 

7 

235 

205 

FOSTER  FARMS/processes  poultry 

1,127 

2.5 

88e 

59e 

9i 

236 

210 

Quality  STORES/agricultural  equipment  &  supply  stores 

1,126 

3.1 

21 

-51 

5 

237 

232 

SAS  iNSTITUTE/business  intelligence,  data  warehousing  &  data  mining  software  &  svcs 

1,120 

9.8 

336e 

112e 

8| 

238 

426 

Truman  Arnold  cos/aircraft  fueling  &  maintenance  services 

l,120e 

9.2 

— 

— 

239 

325 

MODERN  CONTINENTAL  COS/heavy  construction 

1,118 

39.4 

54 

17 

5 

240 

73 

Goodman  MANUFACTURINC/manufactures  air  conditioners,  heating  &  ventilation  equipment 

l,115e 

NA 

— 

_ 

3 

241 

248 

MENASHA/packaging,  plastics,  material  handling,  promo  graphics 

1,112 

12.2 

133e 

39e 

6 

242 

188 

Shamrock  FOOOS/distributes  food;  processes  dairy  products 

l.lOSe 

-5.8 

52  e 

19e 

2 

243 

247 

DOT  FOODS/redistributes  food 

1,107 

12.3 

35e 

lOe 

1 

244 

248 

SEALY/manufactures  &  markets  mattresses  &  foundations 

1.102 

11.8 

157 

30 

6, 

A 

■k  Deep  pockets:  The  Berwind  Group  conglomeral 

has  450  million  tons  of  coal  reserves. 

245 

273 

AMERICAN  UENTURY  INVESTMENTS/mUtUai  tUHoS 

±,XUU6 

OO  0 

C.C..C. 

*nj«  e 

116e 

3. 

246 

262 

BOSTON  Consulting  GROup/consuiting 

x.xuu 

Ib.U 

120e 

4. 

247 

275 

SwiFTY  SERVE/convenience  stores;  distributes  motor  fuel 

I.IQU 

45  e 

5e 

5J 

248 

238 

TAC  Worldwide  Cos/temporary  employment  agency 

1.100 

10.0 

29 

17 

1, 

249 

127 

DUCHOSSOIS INDSVRR  equip,  military  prods,  garage  door  openers  &  access  control  devices 

l,090e 

-27.0 

116e 

42e 

7, 

250 

226 

Red  Apple  GROUP/reflnes  oil;  supermarkets;  convenience  stores;  real  estate 

l,090e^ 

5.8 

56e 

13e 

3, 

251 

■ 

DELCO  REMY  iNTL/manufactures  &  distributes  starters  &  alternators  for  cars  &  trucks 

1.087^ 

NA 

145 

35 

7 

252 

212 

UlS/automotive  parts;  confectionery  products;  millwork  products 

1,087 

0.5 

112 

80 

8. 

253 

200 

GSC  ENTERPRlSES/distributes  food  to  convenience  stores  &  supermarkets 

1.082 

-2.6 

7 

4 

1, 

254 

267 

CONAIR/hair  dryers  &  other  small  appliances;  personal  care  prods;  cookware 

1.082 

16.6 

106 

66 

4, 

255 

■ 

MICHAEL  FOODS/produces  &  distributes  liquefied  eggs  &  refrigerated  products 

1,081 

2.6 

135 

45 

4, 

256 

253 

MA  MORTENSON/general  contractor,  construction  management 

1.080 

11.6 

23  e 

14e 

2, 

257 

207 

MTS/Tower  Records  stores 

1,080 

-1.8 

40 

-90 

67, 

258 

250 

WATKINS  ASSOCIATED  iNDUSTRlES/trucking;  wholesales  fresh  seafood;  real  estate 

1.076 

9.6 

llOe 

30e 

10, 

259 

222 

Parsons  &  WniTTEMORE/processes  pulp  &  paper;  paper  converting  machinery 

1.075e 

2.9 

2, 

260 

227 

CLUBCORP/manages  resorts,  golf  courses,  country,  city  &  athletic  clubs 

1,069 

4.0 

140 

-16 

24, 

261 

256 

Ben  E  KEITH/distributes  Anheuser-Busch  beer  &  food 

1.068 

11.4 

48  e 

18  e 

2, 

262 

177 

Anderson  NEWS/wholesales  periodicals  &  books 

1.063e 

-13.0 

21  e 

6, 

263 

265 

Earle  M  JORGENSEN/distributes  metal  products  in  the  U.S.  &  Canada 

1.060 

13.0 

75 

18 

2, 

264 

193 

INGRAM  ENTERTAINMENT  HOLDINGS/distribs  videos  &  Videogames;  DVD  hardware  &  software 

1.057 

-8.5 

34e 

1, 

265 

236 

ROONEY  BROTHERS/construction;  electronics;  real  estate;  building  materials 

1.053 

5.1 

28 

12 

2,. 

266 

251 

CARPENTER/manufactures  polyurethane  foam 

l.OSOe 

7.5 

70  e 

40e 

6., 

267 

399 

DICK  CORP/contractor,  construction  manager  &  design  builder 

1,050 

52.4 

38e 

22e 

3,1 

268 

261 

MEDIANEWS  GROUP/newspapers 

1,042^ 

9.8 

156 

10, 

■Not  on  last  year's  list,  e:  Forbes  estimate.  NA:  Not  available  or  not  applicable.  'Pro  forma  figure.  'Excludes  public  subsidiaries.  'Agreed  to  sell  Thrall  Car  Manufacturing  to  Trinity  Industr 
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REVENUES 

PRO 

FITS 

Rank 

COMPANY/bustness 

2000 

CHANGE 

OPERATING 

NET 

01 

00 

($MIL) 

(%) 

($MIL) 

($MIL) 

EMPLOY 

269 

293 

PRIMUS/wholesales  plumbing,  heating  &  air-conditioning  &  electrical  products 

1,040 

21.9 

55  e 

lOe 

3,Q 

270 

287 

Rooms  to  Go/furniture  stores 

1.040 

20.9 

50  e 

30e 

4,8 

271 

290 

Arctic  Slope  REGIONAL/oilfleld  svcs;  petroleum  refining  &  distrib;  engineering  &  construction 

1,038 

21.1 

51 

24 

5,9 

272 

342 

MSX  iNTERNATIONAiyengineering,  technology;  staffing  svcs 

1,035 

36.2 

85 

15 

14,2 

273 

231 

DUNAVANT  ENTERPRlSES/cotton  merchant 

1,030 

0.8 

2,4 

274 

259 

Battelle  Memorial  iNSTiTUTE/technology  development  &  commercialization 

1,029  2 

8.3 

5^ 

22 

7,6 

275 

272 

PRlNTPACK/mal<es  candy  wrappers,  snack  food  bags;  other  flexible  packaging 

1,027 

13.2 

133 

25 

4,1 

276 

354 

New  AGE  ELECTRONICS/Iogistlcs  SVC  provider;  reseller  of  office  prods  &  consumer  electronics 

1,024 

37.1 

12 

7 

1 

277 

292 

JM  HUBER/chemlcals:  wood  products:  explores  for  oil  &  gas 

1,022 

19.5 

275e 

2,8 

278 

266 

BUFFETS/franchises  &  operates  buffet-style  restaurants 

1,021 

9.0 

122  e 

46e 

25,2 

279 

270 

Medline  iNOUSTRiES/makes  &  distributes  medical-surgical,  wound-care  prods  &  textiles 

1,016 

11.8 

52 

41 

3,2 

280 

■ 

HORSESHOE  Gaming  HOLOiNG/operates  riverboat  casinos 

1,013 

92.8 

240 

61 

9,6 

281 

245 

Parkdale  MiLLS/makes  cotton  &  yarn  for  apparel,  knitting,  weaving  &  hosiery  inds 

1,001 

0.1 

127  e 

85e 

3,6 

282 

263 

BAKER  &  MCKENZIE/law  firm 

1,000 

6.4 

370e 

318 

8,C 

283 

197 

Baker  &  lAVLOR/distributes  books,  prerecorded  videos  &  audiocassettes 

1,000 

-12.0 

22  e 

Oe 

2,5 

284 

254 

Bass  PRO/sporting  goods  stores 

l,000e 

4.2 

78e 

40e 

8,2 

285 

257 

BOSCOV'S/department  stores 

l,000e 

4.4 

goe 

30e 

lO.C 

286 

240 

Cantor  Fitzgerald  SECURlTlES/intermediary  brokerage  firm  for  fixed-income  &  other  invest 

l.OOOe 

0 

- 

- 

1,1 

287 

289 

Genmar  HOLDlNGS/manufactures  motorized  recreational  boats 

l,000e^ 

16.6 

7,C 

288 

308 

LONGABERGER/makes  &  sells  handcrafted  baskets,  pottery  &  other  home  decor  items 

1,000 

22.1 

139e 

67e 

8,C 

289 

357 

TIC-The  INDUSTRIAL  CO/'general  contractor  for  power  &  pefrochem  plants  &  other  ind  facilities 

998 

34.0 

40  e 

19e 

6,C 

290 

255 

VarTec  TELECOM/'provides  data,  local  &  long-distance  svcs  in  the  U.S.  &  Europe 

995 

3.6 

103 

22 

1.2 

Z91 

481 

Beck  GROUP/general  contractor,  construction  manager,  real  estate  development,  design  svcs 

990 

70.7 

32 

15 

7 

292 

291 

BIG  V  SUPERMARKETS/32  Big  V  supermarkets  In  New  York,  New  Jersey  &  Pennsylvania 

990e 

15.5 

- 

- 

5,7 

293 

260 

STEVEDORING  SERVICES  OF  AMERICA/loads  &  unloads  ships  &  provides  port  services 

989e 

4.1 

153  e 

42e 

6,C 

294 

321 

Warren  EOUITlES/trades  &  wholesales  oil;  convenience  stores;  distribs  merchandise 

984 

23.4 

40  e 

7e 

2,2 

295 

242 

HONICKMAN  AFFll  lATES/botfles  soft  drinks 

983e 

-1.7 

118e 

20e 

5,C 

296 

279 

K-VA-T  Food  SrORES/Food  City  &  Super  Dollar  supermarkets  in  Kentucky,  Virginia  &  Tennessee 

963 

8.6 

39e 

17e 

8,6 

OQ*7 

■ 

HOFFMAN/industrial  &  commercial  construction 

954 

104.0 

29e 

19e 

1,4 

ooo 

inn 

309 

ASHLEY  FURNITURE  iNDUSTRlES/manufactures  &  distributes  furniture 

952 

16.7 

120  e 

80e 

5,C 

299 

278 

O'Neal  STEEL/distributes  &  processes  carbon  steel  &  nonferrous  metal  products 

941 

6.0 

25  2 



1 

2,S 

300 

241 

M  Fabrikant  &  SONS/wholesales  jewelry  &  loose  diamonds 

930 

-7.0 

26  e 

7e 

£ 

301 

281 

CHEMCENTRAL/distributes  industrial  chemicals 

917 

4.1 

24 

4 

1,C 

302 

349 

Micro  ELECTRONICS/Mlcro  Center  computer  stores,  mail-order  computer  equip;  laptops 

916e 

22.1 

45  e 

20  e 

2,3 

JU  J 

Sunbelt  BEVERAGE/wholesales  wine  &  spirits 

915e 

76 

39  e 

21e 

1,7 

283 

PELLA/makes  wood  windows,  glass  sliding  doors,  steel  &  carbonite  entry  doors 

914e 

4.1 

73e 

23e 

6,3 

305 

276 

ROYSTER-CLARK/distributes  crop  nutrients  &  other  agricultural  products 

913 

1.9 

47 

-5 

2,2 

306 

363 

24  HOUR  FITNESS  WORLDWIDE''/fitness  centers 

911 

8 

126 

-86 

26,3 

307 

320 

HOBBY  LOBBY  STORES/hobby  &  craft  stores 

905 

13.4 

95 

49 

13,E 

308 

408 

NEW  Balance  Athletic  SHOE/athletic  shoes  &  apparel 

901e 

34.5 

105  e 

54e 

2,4 

309 

■ 

COLFAX/industrial  power  transmission  &  motion-control  equipment 

900e 

NA 

5,3 

■Not  on  last  year's  list,  c:  Forbes  estimate.  NA:  Not  available  or  not  applicable.  'Pro  forma  figure.  ^Company  provided  estimate.  'Formerly  known  as  Fitness  Holdings  Worldwide. 
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jet  Aviation 

e  Serve  You  Around  the  Clock 
and  Around  the  Worlc 


Interiors  (Completions) 


North  &  South  America 
(1-561)  233  7233 


Europe,  Middle  &  Far  East 
(41-1)382  2202  ^ 


ANTWERP  •  ATHENS  •  BASEL  •  BEDFORD  ■  BERMUDA  •  WWW.)etaUiatiOn.COI11  ■  BURBANK  ■  BOCA  RATON  ■  BUENOS  AIRES  •  CAIRO  •  CARLSBAI 

COLOGNE  ■  DALLAS  ■  DENVER  DUPAGE  •  DUSSELDORF  ■  FARNBOROUGH  •  FRANKFURT  ■  GENEVA  •  GUERNSEY  ■  HANNOVER  HARTFORD  •  HOLLAND  ■  INNSBRUCK  ■  ISUP  •  ITHAC, 
;DDAH  •  KASSEL  •  KUWAIT  ■  LEESBURG  •  LIMA  LONDON  •  LUGANO  ■  MILAN  ■  MORRISTOWN  ■  MOSCOW  •  MUNICH  •  MUSCAT  ■  PIHSBURGH  •  PONTIAC  ■  PORTUND  RIFL 
ROCHESTER   SAARBRUCKEN  •  SANTA  MONICA  SINGAPORE   STOCKHOLM  TETERBORO   VIENNA  ■  WASHINGTON  •  WEST  PALM  BEACH  •  WHITE  PLAINS   WILMINGTON  ZURICI 


ALWAYS  THERE  -  AROUND  THE  WORLD 


RANKINl 


REVENUES 

PRO 

FITS 

Rank 

01  '00 

COMPANY/business 

2000 
($mil) 

CHANGE 

(%) 

OPERATING 

($MIL) 

NET 

($MIL) 

EMPLOY 

310 

285 

MCKEE  FOODS/Little  Debbie  &  Sunbelt  snack  foods 

A  n 
f  .u 

115e 

40e 

6.( 

311 

244 

MlNYARD  FOOD  STORES/Mlnyard  Food  stores,  Carnival  Food  stores,  Sack  'n  Save  stores 

-inn 

— 

— 

6,7 

312 

446 

LOVE'S  Travel  Stops  &  country  STORES/travel  centers,  convenience  stores 

29 

10 

3.11 

313 

294 

DICK'S  Sporting  GOOOS/clothing  &  sporting  goods  stores 

893  e 

5.1 

70  e 

36e 

9,1 

314 

306 

lASlS  HEALTHCARE/owns  &  operates  liospitals 

892  e 

9.4 

llOe 

8,11 

315 

338 

DOANE  Pet  CARE/manufactures  private-label  pet  food 

892 

15.7 

109 

-5 

3,1 

316 

300 

RB  PAMPLlN/manufactures  denim  &  other  textiles,  concrete  &  asphalt 

R  1 
D.X 

108 

— 

7,5 

317 

312 

Oxford  AUTOMOTlVE/manufactures  chassis,  suspensions  &  other  metal  auto  components 

Q  Q 

62 

— 

7C 

318 

286 

Newark  GROUP/manufactures  recycled  &.  laminated  paperboard  &  components 

ooo 

76 

13 

4,1 

319 

■ 

Freeman  Cos/trade  shows  &  conventions,  exhibition  services 

878 

NA 

315e 

65e 

3,3 

320 

314 

SOAVE  ENTERPRISES/scrap  metal  &  steel;  distribs  beverages;  real  estate;  indust  remediation  svcs 

878 

8.8 

65  e 

15e 

i,e 

321 

360 

DO  Di^LiADn  ff.  Cnu/rat^ilc  Qnnlionr>ac  oloptrnnirc  Xi  rnmniitorc 
rx*  rtlUHAKU  Cc  OUN/Iclallo  dppildllLco,  cIctllUiHUo  <»  LUIIipulcIo 

875e 

18.2 

IRp 

— 1 

^     Sounds  of  science— and  commerce:  Bose 

unairman  /\mar  bose  noi 

ds  25  oatents. 

322 

334 

TOPA  EQUITIES/distributes  beverages;  insurance;  auto  dealerships 

865 

11.5 

45 

20 

1.6 

323 

282 

WiRTZ/distrlbutes  liquor;  real  estate;  Chicago  United  Center;  Blackhawks 

865  e 

-1.7 

44  e 

36e 

2,0 

324 

239 

BERWIND  GROUP/industrial  equip,  specialty  chems,  pharmaceutical  svcs 

860e^ 

-14.0 

200  e 

50e 

4,1 

325 

301 

HALE-HALSELL/retails  &  wholesales  food;  convenience  stores 

859 

2.6 

1 

1 

4,3 

326 

356 

Texas  PETROCHEMICALS/manufactures  industrial  organic  chemicals 

859 

15.3 

66 

7 

3 

327 

345 

FREEDOM  COMMUNICATIONS/publishes  daily  &  weekly  newspapers  &  magazines;  TV  stations 

855e 

13.2 

230  e 

75e 

8,C 

328 

317 

MA  LABORATORIES/resells  &  distributes  computer  parts  &  accessories 

855 

6.9 

25e 

15 

329 

■ 

Fisher  DEVELOPMENT/general  contractor  for  GAP,  Banana  Republic  &  other  apparel  stores 

854 

48.0 

18  e 

12e 

1,2 

330 

405 

Rudolph  and  SLETTEN/cantractor  for  high-tech  &  blotech  facilities 

852 

26.2 

27  e 

13e 

1.2 

429 

Brasfield  &  GORRlE/general  contractor,  construction  &  construction  management  svcs 

849 

31.4 

17e 

12e 

2,G 

330 

PLiANT/plastIc  film  wrapping  materials 

844 

8.0 

84 

-40 

3,3 

o33 

406 

ALBERlCl/general  contractor  &  construct  mgr  for  the  auto,  building,  food,  industrial  &  power  inds 

837 

24.4 

38e 

17e 

2,5 

334 

328 

INSERRA  SUPERMARKETS/ShopRlte  supermarkets  In  New  Jersey  &  New  York 

834 

6.2 

23e 

8e 

3,S 

d 

335 

375 

Pepper  Construction  GROUP/general  contractor  &  construction  manager  in  over  40  states 

834  2 

15.4 

14  2 

152 

336 

■ 

Solo  CUP/manufactures  paper  &  plastic  cups  &  flatware 

833 

54.3 

142  e 

37e 

4,7 

o  J7 

332 

BOZZUTO'S/distributes  food;  supermarkets 

830  e 

6.8 

27  e 

lie 

1,0 

O  O  rt 

338 

339 

Goya  FOOOS/processes  &  markets  Hispanic  foods 

830e 

78 

124  e 

58e 

2,9 

339 

365 

ICON  Health  &  FiTNESS/treadmills,  exercise  bikes,  cross-country  skis  &  other  equip 

830  e 

13.2 

58e 

3e 

5,d 

340 

390 

Roll  INTERNATIONAL/Franklin  Mint;  grows  almonds,  olives,  oranges,  pistachios;  Teleflora 

830e 

18.6 

87e 

5,1 

341 

311 

SUTHERLAND  LUMBER/home  improvement  centers 

830e 

2.0 

42  e 

13e 

2,3 

342 

370 

GOLDEN  Rule  FiNANCIAL/life  &  health  insurance 

829 

13.7 

54 

37 

1,0 

343 

384 

DAVID  Weekley  HOMES/builds  semicustom  homes 

828 

16.5 

83 

60 

i,a 

344 

443 

WORLD  KlTCHEN/manufactures  &  markets  bakeware,  dinnerware  &  rangetop  cookware 

828 

34.0 

64 

-150 

5,2 

345 

362 

Green  Bay  PACKAClNC/paperboard,  shipping  containers,  pressure-sensitive  roll  stock 

826 

11.9 

128  e 

85e 

3,0 

■Not  on  last  year's  list,  e:  Forbes  estimate.  NA:  Not  available  or  not  applicable.  'Pro  forma  figure.  ^Company  provided  estimate.  "Excludes  public  subsidiaries. 
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m  not  just  another  pretty  face.  I'm  a  better  way  of  doing  things. 


I  am  Dell.  Simplifying  the  way  the  world  buys  and  manages  technology,  one  customer  at  a  time. 

By  all  appearances,  I  am  a  server.  But  take  a  closer  look,  and  you'll  see  I  am  more  than  that. 
I  am  a  direct  relationship,  free  of  middlemen. 
I  am  the  best  value  in  the  industry. 

I  am  custom-built  technology  that's  pre-loaded  and  pre-tested,  just  for  you. 

I  am  a  single  point  of  contact  for  service  and  support:  on-site,  online  and  on  the  phone. 

I  am  an  industry-standard  Intel'-  processor-based  solution  that's  easy  to  manage, 

and  easy  to  keep  up  and  running. 
I'm  just  the  part  of  the  company  you  see  every  day.  The  part  you'll  be  looking  at  when  you  realize  that 
what  you  really  bought  was  a  better  way  of  doing  things.  Find  out  what  customers  and  analysts  are 
saying  about  Dell.  Visit  us  online  today  at  dell.com/enterprise2. 


pwtthtni'H/! 


Enterprise  systems.  Easy  to  build,  easy  to  own.  Easy  as 


Call  1-877-429-DELL  or  visit  www.dell.com/enterprise2 


[i  Pentium  III  Xeon  ate  trademark' 
:S2001  Deli  Computer  Coipo; 


'  ;  ■;i;b«icii.^!i  ,s  .     i;:  countries.  Dell  and  ttis  Oell  logo  .we  registered  ir-jdeinaik.;  of 

;Gt  be  r.elu  loiijo.-ibiljle  ior  eiroib  m  lypcQraphy  or  photography 


RANKINC 


RANK 
•01  00 

CoMPANY/business 

($MIL) 

CHANGE 

(%) 

OPERATING 
($MIL) 

NET 

($MIL) 

EMPLOYI 

346 

379 

1  Pnruf  nRnilp/cpll^  ^nnarpl  uin  rptail  ^tnrp^  mail  order  InternGt 

826 

15.3 

79 

12 

5,61 

347 

335 

PrKiTRA/lnr^l  H  Innjj-Hkfflnrp  triirkinff  sprvirp^"  InPistirs*  hordfir  crossing  svcs 

825  e 

6.5 

32  e 

8e 

5,1( 

348 

■ 

Graham  Packaging  HOLOINGS^/manufactures  molded-plastic  containers 

825 

NA 

145 

-46 

4,01 

o49 

0D4 

HOUCHENS  INDUSTRIES/Houchens  &  Save-A-Lot  supermarkets;  convenience  stores 

820  2 

11.6 

31 2 

12 

5,21 

oUo 

OMNlSOURCE/processes  &  wholesales  ferrous  &  nonferrous  scrap  metal 

820  2 

-1.8 

21e 

4e 

1,41 

obi 

ob/ 

ASI/distributes  computer  equip  &  software;  computer  svcs  &  systems  integration 

818 

12.1 

15e 

lOe 

51 

352 

495 

Pi  a^tip&k  PArKAHiNG/nla^tir  rnntainer^  &.  otiier  nacio^in^  oroducts 

812  ^ 

43.5 

49  e 

3,31 

353 

323 

BARTLETT  &  Co/grain  merchandising  &  storage;  flour  &  feed  milling;  cattle  feeding 

810 

1.9 

20e 

13e 

5 

354 

315 

Gould  PAPER/distributes  printing,  business  &  art  papers;  makes  agricultural  equip 

810 

0.6 

13e 

4e 

4 

ODD 

JOURNAL  COMMUNICATIONS/Milwaukee  Journal  Sentinel;  broadcasting;  printing;  telecom 

810 

7.2 

162 

66 

oDo 

oDU 

MTD  PRODUCTS/lawn  mowers  &  other  outdoor  power  equip 

BlOe" 

8.0 

- 

- 

6,51 

oD  / 

US  CAN/metal  containers 

810 

13.4 

105 

-12 

4,1 

358 

414 

TTC  iLLlNOlS/personnel  management  services 

809 

22.5 

3 

1 

3 

359 

333 

Jordan  iNDUSTRlES/consumer  &.  industrial  prods;  printing;  plastics;  telecom  prods 

807 

3.9 

106 

168 

6,9 

360 

369 

Landmark  COMMUNICATIONS/publishIng,  broadcasting,  programming,  cable.  Weather  Channel 

805e 

10.3 

285  e 

55e 

5,0 

oox 

■ 

LinSCO/PRIVATE  LEDGER/broker/dealer;  asset  management 

801 

29.4 

53 

30 

3,8 

Ov70 

BAIN  &  Co/global-strategy  consulting 

800  e 

14.4 

160  e 

90e 

2,7 

ooo 

VTA 

COLUMBIA  FOREST  PRODUCTS/manufactures  hardwood  veneers,  plywood  &  flooring 

800 

10.3 

70 

34 

3,5 

364 

■ 

MicronPC/PCs,  hardware,  software,  servers 

800  e 

NA 

1,0 

365 

371 

National  TEXTlLES/manufactures  yarn  &  knit  fabrics;  buys  cotton 

800 

9.8 

88  e 

5,0 

366 

391 

Rn^f  N'^  DlVFR^IFIf  D/'^l^iiif'htprhnii^pt;'  rii^trihiitp<;  fnnri    ?iprnrhpm<;'  fprtiliypr  tprminal 

■  lUwbi^  «9  VI Vbiiuiribw/oiaugiiidiiuuo&o,  uioiiiuuii^o  luuu  uc  aciuv^iii^iiio,  ibi  iiii^&i  i(/iiiiiiiai 

800  ^ 

14.3 

35e 

8e 

2,0 

OOO 

Crowley  MARlTIME/marine  transport  &  harbor  svcs;  barge  &  containerized  svcs;  logistics 

790  e 

1.9 

60  e 

15e 

5,0 

ODO 

Les  Schwab  Tire  CENTERS/tire  stores 

790e 

4.5 

95e 

45  e 

6,0 

ODD 

Turner  Industries  GROUP/builds  &  maintains  oil  refineries,  chemical  &  petrochem  plants 

788^ 

1.3 

492 

252 

11,0 

370 

383 

ClNEMARK  USA/nnprntp*;  mnvip  thp^tpr^; 

786 

10.3 

240 

-1 

13,0 

371 

373 

Charmer  iNOusTRiES/distributes  wine  &  spirits 

785e 

8.3 

33e 

18  e 

1,5 

372 

284 

PMC  GLOBAL/manufactures  specialty  chemicals,  foam,  films  &  plastics 

784 

-11.0 

63 

10 

4,3 

H 

Simpson  INVESTMENT/Iumber,  logging,  plywood,  doors,  paper 

780e 

NA 

150e 

40e 

4,3 

d1  R 

DesERET  MANAGEMENT/insurance;  TV  &  radio;  real  estate  mgmt;  publishing;  agriculture 

778e 

179 

155e 

29e 

3,1 

o  /  o 

'51  R 
OXu 

ILITCH  HOLDINGS/pizza  restaurants;  Detroit  Tigers  &  Detroit  Red  Wings  teams 

777  e 

-2.9 

80  e 

— 

75 

378 

346 

S  Abraham  Sl  SnN^/rii^trihutp^  fnnrI  Hi  nthpr  nrnric  tn  rnnvpnipnrp  f^rnrprv  Rt  riniffctnrp^ 

w  nDn^rmiTi  oc  w  Vl^o/  Ulol  I  luuico  luuu  06  UM ICI  pi  UUo  lU  UUI 1 VCI  llCillfC,  gl  UbCI  y  06  Ul  UgdIUI  Co 

776 

3.5 

25e 

8e 

9: 

377 

404 

FELD  ENTERTAINMENT/Rin?lin?  Brn<;  and  Barniim  £  Bailpv  rirrij<;  Ri  nthpr  livp  art^ 

■  kkt^  kill  kill  mi^iTiki^  i/iiiiigiiiig  Liiuo  aiiu  uaiiiuiii  ud  uaiicy  uii  uuo  oc  uiiici  iivc  uL>io 

776e 

15.0 

200  e 

80  e 

2,5 

378 

299 

FiNDLAY  Industrie ^/mpniif^rtiirp<\  ^^iitninntiup  intprinr  trim  rnmnnnpnt^  ^u^tpmc 

■  ■■WL>n  ■   ll^lWw  1  nibO/  MlallUlaUIUICo  dUlUIIIUIIVC  IIIICIIUI  IIII1I  UUIi1|JUIICIMj  06  oyoiClllo 

776 

-8.2 

55  e 

3,4 

379 

Bellco  HEALTH/distributes  pharmaceuticals  &  medical  supplies 

775 

177 

19e 

13e 

1 

380 

CABELA'S/sporting  goods  stores 

775  e 

16.4 

60  e 

31e 

5,0 

381 

477 

FORMlCAVdecorative  laminates  &  other  surfacing  products 

774 

32.2 

79 

-38 

5.4 

382 

305 

AVONDALE/maniifsrtnrp^  rnttnn  Ri  rnttnn-hlpnri  vArn*:  Hpnim  fd  nthpr  fahrir^ 

wi^wrt^fc/  iiiai luiai/iui CO  uui lui  1  oc  uui lui i  ulci lu  yai  IIO,  UCI lllll  Ob  UIIICI  loUIIUo 

773 

-6.5 

85e 

1 

6,8 

383 

471 

nAlLLf  R  Jv  HARTMAN/HiQtrihiitPC  fnnri  tnharrn  p^nHu  jPj  nthor  itpmc  tn  rnnuonipnoo  ctnroc 

■viibk&ri  Db  B  ihh  I  ITIMn/Uloll  lUUICo  lUUU,  lUUdULU,  LdllUy  06UlllCl  llclilo  lU  l/UIIVDlllClllrC  olUI  CO 

773 

4 

19e 

8e 

g 

384 

377 

King  KULLEN  GROC£RY/*siinprm;irkpt^  in  thp  Npu/  Ynr!^  mptrnnnlit;in  arp;) 

770e 

6.9 

22e 

5e 

4,6 

385 

274 

S&P  CO/Pabst,  Falstaff,  Colt  45,  Old  Milwaukee,  Pearl  &  other  beers;  real  estate 

770  e 

-14.0 

3 

386 

368 

Fiesta  MART/Resta  supermarkets  in  Texas 

769e 

5.3 

15  e 

8e 

7,6 

387 

310 

HORSEHEAD  iNDUSTRIES/processes  zinc,  calcined  &  petroleum  coke  products;  environ  svcs 

765  e 

-6.1 

2,9 

■Not  on  last  year's  list,  e;  Forbes  estimate.  NA:  Not  available  or  not  applicable.  ^Company  provided  estimate.  "Excludes  public  subsidiaries.  ^Announced  plans  to  go  public. 
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ELECTRONICS 


SEE,  HEAR  AND  FEEL  THINGS  LIKE  NEVER  BEFORE 

THE  WORLD'S  FIRST  &  LARGEST  © 
24  INCH  ULTRATHIN  LCD  MONITOR 

XTRAWIDE™  (170  DEGREE)  VIEWING  ANGLE  © 

HIGH  RESOLUTION,  UP  TO  1920  X  1200  © 


How  real  can  an  image  be?  Is  tms  real  enough? 


00)  Samsung  Electronics  Co.  Ltd.  1-800-SAMSUNC 


www.samsungusa.com 


RANKIN 


Rank 

'01  00 


COMPANY/business 


388 
389 
390 
391 
392 
393 


394 
395 
396 
397 
398 
399 


378 
■ 

434 
185 
400 
461 

389 
441 
392 
352 
337 


Sigma  plastics  GROUP/manufactures  plastic  shrink  &  stretch  film  &  other  plastic  products 
US  OiL/distributes  oil.  automotive  parts;  convenience  stores 
WEBCOR  BUlLDERS/general  contractor 
TY/manufactures  Beanie  Babies  &  other  stuffed  toys 
CONCENTRA/health  care  cost  containment  &  services 

BROOKSHIRE  BROTHERS/Brookshire  Brothers,  Budget  Chopper,  B&B  Foods  supermarkets 


LiFETOUCH/studio  &  school  photography 

McWANE/cast  iron  pipe,  valves  &  fittings;  water-treatment  equip;  coal 

RTM  RESTAURANT  GROUP/franchisee  of  Arby's  Roast  Beef,  Mrs  Winner's  Chicken  &  Biscuits 

SUPERIOR  GROUP/manufactures  &  distributes  metal  tubing  &  other  metals 

WALBRIDGE,  ALDINGER/general  contractor  &  construction  mgmt  for  industrial  &  public  works 

PETRO  Stopping  CENTERS/truck  stops  &  travel  centers  in  32  states 


2000 
($MIL) 


765  2 
760  e 
760 
758e 
752 
750  2 


750 

750e 

750 

750 

750 

749 


CHANGE 

{%) 


6.3 
470 
19.6 
-370 
10.4 
25.0 


71 
21.0 
71 
0 

-3.2 
473 


OPERATING 

($MIL) 


PROFITS 


102  e 
38  e 
33 

3896 

118 
17e 


113e 
108  e 

45  e 

18 

23e 

43 


NET 

($MIL) 


22e 
20  e 
16 
359e 
-4 
8e 


25e 
36e 
15e 
10 
15e 
6 


EMPLOi 


3,]l 
i\ 

i\ 
d 

8,eI 

6,C 


17,Cl 
5,]| 

26,cl 
3,]| 

i,cl 

4,ll 


Heavy  lifting:  Stevedoring  Services  handles 
more  than  40  million  tons  of  cargo  each  year| 


400 
401 
402 
403 
404 
405 


420 
366 
■ 

381 
319 


F  DOHMEN/distributes  pharmaceuticals 

HOLIDAY  Retirement/COLSON  &  COLSON/manages  retirement  facilities;  construction 
CUPERTINO  ELECTRIC/electrical  contractor 

RAB  HOLDlNGS/distributes  food  &  health  products;  processes  Manischewitz  &  other  brands 
WiNTEC  iNDUSTRIES/manufactures  &,  distributes  computer  memory  modules 
KINDERCare  Learning  CENTERS/preschool  educational  &  child-care  services 


748 

7472 

746 

7451 

745 

743 


14.1 
2.2 
NA 
4.2 

-6.9 
6.7 


25  e 
1972 

63 

28e 

25e 
122 


3e 
42 

5e 

16 


41 

12,c\ 
3,cl 

2,  d 
2I 

28,cl 

3,  cl 
1,3! 

21 
4I 
6,ll 
2,gI 


406 
407 
408 
409 
410 
411 


387 
421 
424 
422 
432 


WG  YATES  &  Sons  CONSTRUCTION/commercial  construction 

McJUNKlN/distributes  industrial  pipes,  valve  fittings  &  electrical  equipment 

EXPRESS  SERVICES/staffing  services 

Colorado  boxed  BEEF/distrlbutes  beef,  pork,  lamb  &  other  foods 

MARC  GLASSMAN/discount  Stores  selling  pharmaceuticals  &.  general  merchandise 

PINNACLE  FOODS/manufactures  frozen  meals,  pickles  &  other  grocery  products 


743  e 
741 
741 
740 
740  e 
740  e 


5.7 

7.6 
14.0 

9.0 
15.6 

NA 


16  e 
38e 
10 

16e 
40  e 


lOe 
8e 
7 

5e 
15e 


412 
413 
414 
415 
416 
417 


348 
475 
361 
353 
435 
385 


INDUCTOTHERM  iNDUSTRIES/manufactures  induction  melting  systems  for  foundries 

ORIUS/provldes  network  infrastructure  svcs  to  telecom  &  cable  cos 

AMERICAN  Commercial  LiNES/runs  barges  &  towboats,  river  terminals;  marine  equipment 

Washington  Cos/Montana  rail  services;  machinery  &  construction 

Cigarettes  CHEAPER/cigarette  stores 

Georgia  Crown  OlSTRIBUTING/wholesales  &  distributes  alcoholic  beverages  &  bottled  water 


735 

735 

734 

734 

730e 

730 


-2.0 
25.2 
-0.7 
-2.2 
15.0 
2.8 


47 

124 

140 

138 
80  e 
32e 


24 

10 

-8 

29 

39e 

12  e 


418 
419 
420 
421 
422 
423 


431 
322 
442 
397 
296 
288 


Harold  LEVINSON  ASSOCIATES/dlstributes  tobacco,  grocery  &  confectionery  products 
WWF  PAPER/distributes  hne  paper  In  North  America  &  western  Europe 
SiMMONS/Beautyrest,  Maxipedic.  Beautysleep,  BackCare  &  other  mattresses 
PACIFIC  COAST  BUILDING  PRODUCTS/roofing,  wallboard,  clay  &  concrete  prods;  bidg  mtis 
ROSEBURG  Forest  PRODUCTS/plywood,  particleboard,  lumber,  engineered  wood 
Safelite  GLASS/auto  glass  repair  &  replacement  shops 


730 

730 

727 

725 

725  e 

725 


14.1 
-8.4 
17.3 
4.9 
-15.0 
-16.0 


17 

12e 

50 

77e 

47 


15 
4e 
-11 

33e 

-87 


5,  C 

6,  C 
3,5 
4,1 
2,3 
1,6 


3  )ra! 


3 


3,3  Ific 
3,2:  h 
3,6i 
6,0 

 .  35^ 


■Not  on  last  year's  list,  e;  Forbes  estimate.  NA:  Not  available  or  not  applicable.  'Pro  forma  figure.  ^Company  provided  estimate. 
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From  the  world's 
oldest  rain  forest,  coconut- 
iged  beaches  and  spectacular 
ral  reefs  to  bustling  open-air 
irkets,  modern  business  districts 
d  cosmopolitan  cities,  Malaysia 
ers  a  world  of  contrast  and 
auty.  Fly  aboard  our  luxurious 
47-400s  to  Kuala  Lumpur  from 
s  Angeles  via  Tokyo  or  Taipei - 


and  our  Discover  Malaysia  Pass  lets 
you  travel  to  up  to  five  additional 
cities  anywhere  in  Malaysia  for  only 
$199  more!  You'll  also  be  eligible  for 
hotel  and  other  special  discount 
packages,  too.  So  call  your  travel 
agent  or  give  us  a  call  at 
(800)  552-9264.  And  discover 
how  doing  business  in  Asia 
can  become  a  trip  of  a  lifetime. 

*  Choose  from  more  than  35  cities  in  Malaysia  served  by  IVIalaysIa 
Airlines,  Some  restrictions  apply.  Partners  in  Northwest  WorldPerte'  and 
Delta  Sky  Miles"'  frequent  flyer  programs.  ©2001  Malaysia  Airlines, 


'  AIRLINES 

www.malaysiaairimes.com 


I 


RANKIM 


REVENUES 


PROFITS 


RANK 

COMPANY/business 

onnn 

UHANut 

UrtKAIINb 

Ntl 

'01 

•00 

($MIL) 

(%) 

($MIL) 

($MIL) 

EMPLI 

424 

411 

KOPPERS  iNDUSTRIES/carbon  compounds  &  treated  wood  prods  for  railroads  &  other  inds 

724 

8.9 

79 

15 

2 

425 

■ 

MWHVenvironmental  engineering,  procurement,  construct,  maintenance  &  tech 

722 

31.3 

60 

28 

5' 

426 

380 

Hampton  AFFILIATES/tlmber,  sawmills;  wholesales  &  distributes  lumber  &  building  prods  > 

721 

0.8 

87  e 

20e 

1, 

427 

448 

ACADEMY  SPORTS  &  OUTDOORS/sporting  goods  stores 

719 

175 

56  e 

29e 

5 

428 

340 

Great  lakes  CHEESE/manufactures,  processes  &  packages  cheese 

717 

-6.9 

45  e 

30  e 

1 

429 

445 

Chas  LEVY/distributes  magazines  &  books 

717 

16.6 

16  e 

lie 

430 

409 

STElNER/provides  linens  &  uniforms 

712e 

6.3 

100  e 

38e 

10 

431 

451 

KRAUS-ANDERSON/general  contractor;  construct  mgmt  svcs;  Insurance;  real  estate;  equip  leasing 

710 

16.4 

23  e 

lie 

1, 

432 

497 

CIC  iNTERNATIONALVsurvelllance  equip,  munitions  &  other  military  supplies 

709 

25.9 

6 

5 

433 

■ 

INTERACTIVE  BROKERS  GROUP/proprietary  trading  &  electronic  brokerage  firm 

707 

NA 

518 

507 

434 

341 

Wherehouse  ENTERTAlNMENT/audio,  video  &  multimedia  software  stores  in  28  states 

706 

-78 

60 

-22 

6, 

435 

460 

Bradco  SUPPLY/distributes  roofing,  siding  &  other  building  materials 

700 

16.7 

7 

5 

1, 

436 

425 

FAIRCHILD  DORNIER/manufactures  regional  aircraft 

700  e 

7.7 

4J 

437 

403 

GS  iNDUSTRlES/makes  wire  rods,  grinding  products  &  mill  liners  for  auto  &  mining  inds 

700e 

3.5 

2J 

438 

463 

HP  HOOD/makes  branded  &  private-label  milk,  juice,  cottage  cheese  &  desserts 

700 

16.7 

42  e 

21e 

1, 

439 

398 

ORMET/smelts  aluminum;  makes  semifinished  prods  &  sheet  aluminum 

700 

1.4 

3. 

440 

496 

Sauder  WOODWORKlNG/makes  ready-to-assemble  wooden  &  church  furniture 

700^ 

23.9 

- 

- 

3. 

441 

4b7 

WELLS'  DAIRY/ice  cream  &  frozen  desserts 

700 

16.7 

42  e 

28e 

2, 

442 

269 

MOTOR  Coach  Industries  iNiL/manufactures  buses 

692 

-24.0 

36 

-53 

4, 

443 

456 

EsTES  Express  LiNES/trucking 

691 

14.6 

68 

40 

8. 

444 

329 

Variety  WHOLESALERS/Bargain  Town,  Super  10,  Rose's  &  other  discount  variety  stores 

691 

-12.0 

57 

35 

445 

417 

Peerless  iMPORTERS/distributes  wine  &  spirits 

690  e 

4.5 

296 

16e 

u 

44b 

ooo 
ooo 

Empire  BEEF/processes  &  distributes  meat,  poultry,  seafood  &  frozen  appetizers 

682 

-2.8 

8 

8 

A  A~T 

447 

■ 

MODUS  Media  iNTERNATIONAL/computer  outsourcing,  manufacturing  &  distribution  svcs 

682 

-2.2 

35e 

8e 

448 

428 

Forever  Living  Products  iNTL/aloe  vera  &  bee  prods,  cosmetics,  food  &  health  care  prods 

680  e 

5.2 

90  e 

60e 

1, 

449 

■ 

TRT  HOLDINGS/Omni  &  other  hotels 

680  e 

23.6 

184e 

61e 

10, 

450 

359 

Henkels  &  McCOY/telecom,  utility-line  construct  &  repair,  engineering  svcs 

675  2 

-8.8 

45  2 

10  2 

5, 

451 

470 

JONES,  DAY,  REAVIS  &  POGUE/law  firm 

675e 

13.4 

255e 

225e 

5, 

HOC. 

■ 

ANGELO  Iafrate  COMPANIES/commercial  construction 

674e 

NA 

34  e 

20e 

2, 

KIMBALL  Hill  HOMES/builds  homes:  develops  land 

673 

16.0 

70  e 

35e 

454 

407 

Darby  Group  Cos/manufactures  &  distributes  dental,  medical,  veterinary  &  vitamin  prods 

670  e 

0 

50  e 

20e 

1, 

455 

■ 

SiDLEY  Austin  Brown  &  Wooo/iaw  firm 

670e 

NA 

208  e 

188e 

3, 

456 

484 

HAGGEN/Haggen  Food  &  Pharmacy,  Top  Food  &  Drug  stores  in  Washington  &  Oregon 

666 

15.0 

20e 

13e 

4, 

457 

■ 

SCHOTTENSTEIN  STORES/Value  City  furniture  stores 

665e5 

NA 

40  e 

20  e 

5, 

*fOo 

Suffolk  CONSTRUCTION/general  contractor;  construction  management;  design/build 

663 

15.5 

13e 

7e 

National  wine  &  SPlRlTS/distributes  wine  &  spirits  in  the  Midwest 

661 

5.6 

28 

15 

1, 

460 

396 

American  GOLF/operates  golf  courses 

660  e 

"  -5.4 

20, 

461 

437 

Everett  Smith  GROUP/tans  leather  for  automobiles;  molded  rubber  products;  steel 

660e 

4.8 

48  e 

8e 

5, 

462 

■ 

AMERIGROUP'/provides  health  care  services 

660 

65.4 

51 

26 

1, 

463 

419 

HBE/designs  &  constructs  hospitals,  hotels,  credit  unions  &  banks 

658 

0 

92  e 

22e 

11, 

464 

■ 

NORTHERN  TOOL  &  EOUIPMENT/sells  contracting  equip  &  heavy  tools  via  retail  &  Web 

655e 

172 

40  e 

15e 

2, 

■  Not  on  last  year's  list,  e:  Forbes  estimate.  NA:  Not  available  or  not  applicable.  'Pro  forma  figure.  ^Company  provided  estimate.  ■'Formerly  known  as  Montgomery  Watson.  ^Excludes  publi 
subsidiaries.  ^Announced  plans  to  go  public. 
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we 


know 


they  Imow 


A  ■ 


IBM's  infrastructure  and  industry  expertise.  Siebel  Systems'  CRM  e-business  software.  Combined, 
tliey  enable  personalized  relationships  via  phone,  Web  or  e-mail.  No  more  customer  #3453H.  Now  you 
can  treat  Bob  like  Bob  —  for  happier  Bobs  and  higher  sales.  ■ 


you'll  know 


Get  a  free  case  study  on  how  IBM  and  Siebel  CRM  solutions  are  helping 
businesses  improve  customer  service  and  compete  more  effectively. 
Visit  www.ibm.com/solutions/sbH  or  call  1  888  917-8884  and  mention 
priority  code  6C0BX059. 


business  solutions 


RANKI^ 


RANK 
■01  00 


COMPANY/business 


REVENUES 


2000 
($MIL) 


CHANGE 

e/o) 


PROFITS 


OPERATING 
($MIL) 


NET 

($MIL) 


EMPU 


465 
466 
467 
468 
469 
470 

471 
472 
473 
474 
475 
476 


433 


427 


488 

449 
472 
450 


E-Z  Mart  SrORES/convenience  stores 

ELECTEK  GROUP/electrical  contractor,  designs  &  installs  data,  voice  &  video  networks 
Dawn  Food  PROOUCTS/manufactures  &  distributes  bakery  supplies  &  equip 
FELLOWES/consumer  electronics,  business  machines  &  office  products 
National  ENVELOPE/manufactures  envelopes 
UKROP'S  SUPER  MARKETS/supermarkets  in  Virginia 


654 

651 
650 
650 
650 
650 


2.4 
NA 
0.2 
22.2 
80.6 
13.0 


26e 
39e 
70e 
956 

26  e 


7e 
26e 
13e 
35e 

17e 


VERIDIAN/computer-network  security  svcs,  data  mgmt,  network  &  systems  integration 

WEITZ/general  contractor,  construction  mgmt  svcs;  builds  golf  courses 

MERRILL/paper  &  electronic  document  management  services 

AppleOne  Employment  SERVICES/employment  agency 

Stewart's  SHOPS/stores  selling  ice  cream  &  other  dairy  prods;  convenience  stores 

TNP  ENTERPRISES/electric  utility 


650 
650 
649 
648 
648 
644 


6.4 
9.8 
6.4 
28.1 
21.6 
NA 


55e 
16 
55 
10 
25 
204 


lOe 
13 
-18 
9 
29 
42 


From  underwear  to  outerwear:  Next  year 
Joc^y Inter^^^^       will  start  selling  fragrance 


477 

■ 

API  GROUP/specialty  contractor;  fire  protection  services 

643 

36.8 

109  e 

32e 

5, 

478 

479 

LATHAM  &  WATKINS/law  firm 

643 

10.6 

312 

299 

2. 

479 

372 

TUTOR-SALIBA/general  contractor 

642 

-12.0 

45 

34 

2. 

480 

313 

Grove  WORLOWIOE/manufactures  hydraulic  cranes  &  aerial  work  platforms 

640  e 

-21.0 

2. 

481 

■ 

KERR  DRUG/drugstores 

640  e 

19.9 

24  e 

13  e 

3, 

482 

■ 

WORKPLACEUSA/commercial  contractor,  construction  &  design 

640 

NA 

483 

457 

GREDE  FOUNDRIES/iron  &  steel  castings  for  automotive,  farm  &  construction  equipment 

633 

5.3 

73  e 

19e 

5, 

484 

453 

Kl/manufactures  furniture  for  office,  commercial,  health  care  &  school  facilities 

631 

4.1 

38 

5 

4, 

485 

■ 

FORSYTHE  lECHNOLOGY/systems  integrator  &  lessor 

631 

17.7 

155 

24 

486 

■ 

Crescent  electric  SUPPLY/distributes  electrical  products 

630  e 

NA 

44  e 

16e 

1. 

487 

■ 

FAREWAY  STORES/Fareway  &  Fastco  Food  Stores 

630e 

12.5 

14e 

7e 

4, 

488 

423 

Cactus  FEEOERS/cattle  feedlots 

625  2 

-13.0 

26  2 

18  2 

489 

452 

GOSS  GRAPHIC/designs  &  manufactures  web  printing  presses  &  systems 

623 

2.6 

43 

-23 

2, 

490 

455 

ACF  iNDUSTRlES/manufactures,  sells  &  leases  railroad  freight  &  tank  cars;  investments 

623 

3.1 

358 

77 

2, 

491 

500 

KOCH  ENTERPRISES/makes  auto  die  castings;  paint  shops  &  support  sys;  distribs  HVAC  equip 

617 

10.0 

55  e 

306 

3, 

492 

376 

DRUMMONO/mines  coal;  produces  coke;  develops  real  estate 

615e 

-15.0 

2, 

493 

■ 

Gate  Petroleum/oII,  convenience  stores,  concrete,  resorts 

615 

15.0 

49 

11 

4, 

494 

413 

LEINER  Health  Products  GROUP/mfgs  &  distribs  vitamins,  nutritional  prods  &  supplements 

612 

-7.6 

-56 

-119 

2, 

495 

■ 

SCHONFELD  SECURITlES/day  trading 

612 

-4.2 

99 

98 

1, 

496 

485 

Hudson  GROUP/distributes,  wholesales  &  retails  magazines  &  books 

610 

5.6 

18e 

6e 

2, 

497 

■ 

TELCOBUY.COM/provides  telecommunications  infrastructure  products  &  svcs 

609 

NA 

498 

■ 

Atlas  World  GROUP/domestic  &  international  freight  transport  of  household  &  other  goods 

607 

16.1 

22 

11 

499 

483 

MARATHON  CHEESE/makes  &  packages  cheese  for  Kraft  &  other  food  companies 

605  e 

4.3 

25e 

lOe 

1, 

500 

■ 

JOCKEY  iNTERNATlONAL/manufactures  &  licenses  underwear  &  loungewear 

604  e 

15.0 

66  e 

24e 

5, 

■Not  on  last  year's  list,  e:  Forbes  estimate.  NA:  Not  available  ornot  applicable.  'Pro  foriDa  figure.  ^Company  provided  estimate. 
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A 


Where  does  he  get  the  energy? 


America's  small  business  owners. 
They're  working  twenty-four  hours  a 
day,  seven  days  a  week,  turning  ideas 
into  the  corporations  of  tomorrow. 
What  keeps  them  going?  Ambition, 
strong  coffee  and  a  consistent,  reliable 
source  of  electricity.  The  success 
of  small  businesses  in  America  is 
placing  new  demands  on  our  national 
electricity  supply.  And  there  are 
more  challenges  ahead.  But  with 
government  and  community  support, 
America's  power  companies  can 
build  the  new  generation  facilities 
and  transmission  lines  our  nation 
needs.  Together,  we  can  ensure  that 
today's  entrepreneurs  have  the  power 

they  need  to  keep  growing.  Visit 
www.eei.org  to  leam  how  American 
progress  depends  on  power. 


EDISON  ELECTRIC 
INSTITUTE 

www.eei.org 


America's  Power  Source 


©2001  by  the  Edison  Qectric  Institute.  All  rights  reserved. 


COMPANY  INDE; 


RANK 

COMPANY 

RANK 

COMPANY 

RANK 

COMPANY 

62 

A-Mark  Financial 

284 

Bass  Pro 

371 

Charmer  Industries 

203 

ABC  Supply 

274 

Battelle  Memorial  Institute 

301 

Chemcentral 

376 

S  ABRAHAM  &  SONS 

115 

BC0M3  Group 

432 

CIC  International 

427 

ACADEMY  Sports  &  Outdoors 

90 

BOO  International 

416 

Cigarettes  Cheaper 

490 

ACF  INDUSTRIES 

127 

BE&K 

370 

CINEMARK  USA 

30 

ADVANCE  PUBLICATIONS 

225 

LL  Bean 

72 

Clark  Enterprises 

84 

ADVANCE  STORES 

123 

Beaulieu  of  America  Group 

63 

Clark  Retail  Enterprises 

143 

AECOM  TECHNOLOGY 

6 

BECHTEL 

260 

ClubCorp 

178 

AEi  RESOURCES 

291 

Beck  Group 

309 

COLFAX 

333 

ALBERICI 

86 

belk 

409 

Colorado  boxed  beef 

116 

ALEX  LEE 

379 

Bellco  Health 

363 

Columbia  forest  Products 

52 

ALLEGis  Group 

324 

berwind  Group 

144 

Comark 

20 

Alliant  Exchange 

292 

Big  V  Supermarkets 

254 

CONAIR 

79 

Allied  worldwide 

226 

Big  y  foods 

392 

CONCENTRA 

41 

alticor 

80 

Black  &  Veatch 

73 

CONNELL 

245 

American  Century  Investments 

57 

Bloomberg 

215 

CONNELL  LIMITED  PARTNERSHIP 

414 

American  Commercial  Lines 

99 

Booz,  Allen  &  Hamilton 

64 

CONSOUDATED  ELECTRICAL  DISTRIBUTOF 

460 

American  Golf 

150 

Borden 

32 

CONTIGROUP  COS 

462 

Amerigroup 

285 

BOSCOVS 

50 

CORE-MARK  INTERNATIONAL 

135 

Amsted  Industries 

201 

bose 

34 

Cox  ENTERPRISES 

12 

Andersen  (accounting) 

246 

BOSTON  Consulting  Group 

486 

Crescent  Electric  Supply 

132 

Andersen  (windows) 

337 

BOZZUTO'S 

367 

Crowley  Maritime 

262 

Anderson  news 

435 

BRADco  Supply 

108 

Crown  Central  Petroleum 

452 

Angelo  iafrate  Companies 

331 

BRASFIELD  &  GORRIE 

234 

Crown  Equipment 

98 

Apex  Oil 

171 

BREED  TECHNOLOGIES 

152 

Cumberland  farms 

477 

API  Group 

393 

Brookshire  Brothers 

402 

Cupertino  Electric 

474 

appleOne  employment  Services 

133 

brookshire  Grocery 

216 

Dade  behring 

16 

Aramark 

136 

Bruno's  Supermarkets 

454 

DARBY  Group  Cos 

271 

Arctic  Slope  regional 

278 

Buffets 

219 

Dart  Container 

298 

Ashley  Furniture  Industries 

129 

Builders  FirstSource 

343 

David  Weekley  Homes  I 

351 

ASi 

14 

C&S  Wholesale  Grocers 

467 

Dawn  food  Products  I 

163 

Asplundh  Tree  Expert 

380 

Cabela's 

147 

Day  &  ZIMMERMANN  GROUP  1 

498 

Atlas  world  Group 

488 

Cactus  feeders 

207 

DeBruce  Grain  | 

208 

Austin  industries 

286 

Cantor  Fitzgerald  Securities 

153 

Delaware  north  Cos  | 

382 

Avondau 

47 

Capital  Group  of  Companies 

251 

Delco  Remy  International  I 

362 

Bain  &  Co 

1 

Cargill 

7 

deloitte  Touche  Tohmatsu  I 

282 

Baker  &  McKenzie 

93 

Carlson  Cos 

119 

demoulas  Super  Markets  | 

283 

Baker  &  Taylor 

266 

Carpenter 

374 

Oeseret  Management  I 

209 

Barnes  &  Noble  College  Bookstores 

190 

CC  Industries 

183 

DEVCON  Construction  I 

353 

Bartlett  &  Co 

347 

Centra 

159 

DHL  Airways  JI 

223 

Barton  Malow 

120 

Central  National-Gottesman 

267 

Dick  Corp 

218 

Bashas' 

131 

CH2M  Hill  Companies 

313 

Dick's  Sporting  Goods  j 
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With  Kinko's  DocStore,  you  print  only  what  you  need. 
You  save  money.  And  you  look  like  a  million  bucks. 


Products  &  Services  Guide 


WESTERN  EDfTICN 


Without  Kinko's  DocStore 

Warehousing  expense  $  3,000 

Tossing  obsolete  brochures  $  5,000 

Printing  new  brochures  $15,000 

Total  Cost:  $23,000 


With  Kinko's  DocStore 


Printing  new  brochures 


$75 


Total  Cost: 


$75 


INTRODUCING   KINKO'S    DOCSTORE-THE   ONLINE  DOCUMENT  CATALOG. 
I^mhJbShmb     speaking  of  which,  if  you  are  a  midsize  to  large  company,  there  are  lots  of  reasons 
~  ^^^^SSBM     to  "se  Kinko's  DocStore.  Here's  how  it  works:  we'll  create  a  secure  document  catalog 

E*r  ^^^^^^^^Hi    that  everyone  in  your  company  can  access  from  just  about  anywhere.  Which  makes 
Cg/  B^^|B|    it  ideal  for  managing  all  of  your  sales  brochures  and  training  manuals.  With  Kinko's 
HBjU^Bm^^B  j    DocStore,  we'll  also  print  your  documents  for  you.  So  you'll  get  only  what  you  need, 
wherever  and  whenever  you  need  it.  This  way  everyone  has  the  most  current 
information,  giving  you  the  competitive  edge.  Plusyou  won't  waste  money  warehousing  or  tossing  obsolete 
docurnents  that  are  associated  with  offset  printing.  For  more  information,  call  1-888-KINKOS-l  toda^. 


RINT  ON  DEMAND  •  SECURE  DOCUMENT  CATALOG  •  DOCUMENT  CUSTOMIZATION 
OMMERCIAL  BUSINESS  REPRESENTATIVES  •  ONLINE  ORDERING  &  PRINTING 
pen  24  hours  •  1-888-KINKOS-l 


kmko's 

we're  doing  morer 


i  Products,  services  and  hours  vary  by  location.  See  store  for  details.  ACME  is  a  fictitious  company  used  as  a  sample  for  illustration  purposes  only.  Netscape  Communicator  browser  window  ©2001  Netscape 
Communications  Corporation.  Used  with  permission.  Netscape  Communications  has  not  authorized,  sponsored,  endorsed  or  approved  publication  and  is  not  responsible  for  its  content.  Kinko's  and  we're  doing  more 
ii"  proprietary  marks  of  Kinko's  Ventures,  Inc.  and  are  used  by  permission.  Kinko's  requires  written  permission  from  the  copyrigfit  holder  in  order  to  reproduce  copyrighted  work.  ©2001  Kinko's,  Inc.  All  rights  reserved. 
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COMPANY  INDE 


RANK 

COMPANY 

RANK 

COMPANY 

RANK 

COMPANY 



160 

DiGlORGIO 

485 

FORSYTHE  Technology 

418 

Harold  Levinson  associates 

200 

Dillingham  Construction 

235 

Foster  Farms 

95 

Haworth 

214 

Discount  tire 

169 

Frank  Consolidated  Enterprises 

463 

HBE 

315 

DOANE  Pet  Care 

327 

Freedom  Communications 

13 

HE  BUTT  Grocery 

112 

Dr  Pepper/Seven-Up  Bottling  Group 

319 

Freeman  Cos 

122 

Heafner  Tire  Group  i 

221 

DOMINO'S  Pizza 

149 

Fry's  electronics 

43 

Hearst  ' 

243 

Dot  Foods 

205 

G-I  Holdings 

170 

Heico  Companies 

109 

DPR  Construction 

141 

E&J  Gallo  Winery 

450 

Henkels  &  McCoy 

117 

Dreamworks  SKG 

493 

Gate  Petroleum 

181 

Hensel  Phelps  Construction 

492 

Drummond 

164 

General  Parts 

155 

Hewitt  Associates 

249 

DucHOSSois  Industries 

287 

Genmar  Holdings 

307 

HOBBY  LOBBY  STORES 

273 

DuNAVANT  Enterprises 

417 

Georgia  Crown  Distributing 

297 

HOFFMAN 

187 

Dunn  Industries 

29 

Giant  Eagle 

204 

HOLIDAY  Cos 

121 

DynCorp 

78 

Gilbane 

401 

HOLIDAY  RETIREMENT/COLSON  &  COLSO 

465 

E-Z  MART  Stores 

161 

Glazer's  Wholesale  Drug 

295 

HONICKMAN  AFFILIATES 

179 

Ebsco  Industries 

342 

Golden  Rule  Financial 

438 

HP  HOOD 

44 

Eby-Brown 

126 

Golden  State  foods 

387 

HORSEHEAD INDUSTRIES 

125 

84  Lumber 

100 

GOLUB 

280 

HORSESHOE  GAMING  HOLDING 

466 

Electek  Group 

240 

Goodman  Manufacturing 

349 

HOUCHENS  INDUSTRIES 

446 

Empire  Beef 

65 

Gordon  food  Service 

113 

HR  LOGIC 

22 

Enterprise  Rent-a-Car 

174 

WL  Gore  &  Associates 

82 

HT  Hackney 

185 

Epix  Holdings 

489 

Goss  Graphic 

277 

JM  HUBER 

111 

Ergon 

354 

Gould  Paper 

496 

Hudson  Group 

10 

Ernst  &  Young 

338 

Goya  foods 

101 

Hunt  Consolidated/Hunt  Oil 

443 

ESTES  Express  Lines 

348 

Graham  Packaging  Holdings 

172 

Hunt  Construction  Group 

461 

Everett  Smith  Group 

134 

Grant  Thornton 

15 

Huntsman 

408 

Express  Services 

24 

Graybar  Electric 

35 

HY-VEE 

400 

F  DOHMEN 

428 

Great  Lakes  Cheese 

314 

lAsis  Healthcare 

300 

M  FABRIKANT  &  SONS 

483 

Grede  Foundries 

199 

ICC  Industries 

436 

Fairchild  DORNIER 

345 

Green  Bay  Packaging 

339 

Icon  health  &  Fitness 

487 

Fareway  Stores 

154 

Grocers  Supply 

375 

ILITCH  holdings 

377 

Feld  Entertainment 

480 

Grove  worldwide 

184 

IMG 

468 

Fellowes 

437 

GS  Industries 

412 

Inductotherm  Industries 

9 

Fidelity  investments 

253 

GSC  Enterprises 

264 

Ingram  Entertainment  holdings 

386 

Fiesta  Mart 

39 

Guardian  industries 

94 

Ingram  Industries 

378 

Findlay  Industries 

106 

Gulf  Oil 

334 

INSERRA  Supermarkets 

329 

Fisher  Development 

48 

Gulf  States  Toyota 

433 

Interactive  Brokers  Group 

173 

Flint  Ink 

81 

H  Group  holding 

51 

International  Data  Group 

46 

Flying  J 

456 

Haggen 

33 

InterTech  Group 

146 

FOLLETT 

325 

HALE-HALSFLL 

346 

J  Crew  Group 

448 

Forever  living  products  Intl 

31 

Hallmark  Cards 

102 



jeld-wen  holding 

381 

formica 

426 

Hampton  Affiliates 

18 

JM  FAMILY  Enterprises 
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*SHE«» 

SOUNDED 
SHORTER  ON 
THE  PHONE.® 

OOH,  I  fi:  —  THAT'S 
STILL  w  :  THE  SAME 
HAVE  A  :  PERFUME 

BAR  •—  MOLLIE 

STAMP  :  USED  TO 
ON  MY  :  —  WEAR. 
WRIST  : 

.^."t."?."^:  

4  COMPANIES,  ••••••• 

3  OFFERS  (AND  COUNTING). 
I'M  IN  THE  CATBIRD  SEAT  NOW. 

WHOCARESJvi 
HOW  MUCH<^ 
FLEXIBILITY  S 


I  HAVE  WITH  §i 
MY  401  (K).  I  ^ 


JUST  WANT  ll^ 

H>r 
^  m  ^ 


TO  RETIRE 
IN  2  YEARS. 


..WHAT^ 
CAN  I 

DO  TO:  81!^ 
GET^^i.f.'i'^.t 
THIS  GUY 
TO  JOjN? 

 now,'that'S 

a  peculiar 
looking  am, 
tattoo.:::::  ww. 

•^1  HOPE  I  DON'T  HAVE 
SOMETHING  IN  MY  TEETH. 

I  REMEMBER  THE 
GOOD  OLD  DAYS 
WHEN  "STOCK  f  i 
OPTIONS"  MEANT 
SOMETHING.!  ii 


.::ONLY:. 
7  HOURS 
53  MINUTES 
,  'TIL  I'M  OUT 
;     OF  HERE. 

IN  HINDSIGHT,  u 
I'M  NOT  SURE  PRE- 
LAW WAS  THE  MM 
RIGHT  MAJOR  m 

FOR   

ME  :  DON'T 

BE  FOOLED 
7  nSuk% :  BY  THE  PHONE 
52M»l4UTES  i  ANSWERING  THING. 
•TIL  I'M  OUtH'M  RUNNING  THIS 
..OF  HERE. -PLACE. 


THIS ::::::::::: 

PLACE  LOOKS 
NOTHING  LIKE 
THE  BROCHURE  — 
DESCRIBED.  


GOOD 
HAND- 
-»  SHAKE. 


MY  NEW  SHAMPOO 
^  *  HAS  STOPPED  THE 
1  ITCHING,  STOPPED 
I  THE  FLAKES, 


HOW  MANY  QUARTERS  1>t:(^RE 

P.'P.!r.y.T..'.'^.L':'.f .^i'.f  L^J??..:  iHA 

PLEASE  siaYV'f^^'^'^*^ 
3  WEEKS  OF  i'Mqz 
VACATION.^  :$  I  <  o : 
PLEASE  SAY:;:!iHiHi^ 
3WEEKSOF^:|gzSwl^ 


I  WONDER 

WH05  "WE 


MALL 
LK. 


VACATION.v-l--:^<r.<<.... 

iis^lWj  SIESTAS, 
>-  [Ol  THAT'S-* 
5  ^  WHAT 


THE 

:op 

HEI 


r>  PLEASE 
SAY..,o^ 

i^Jb^i^^i^i  |::::peopli 

FIRSTS-  j^ij^l  §NEi 

THINGS  mj 

FIRST.  THE'^ 

ELEVATOR 
MUSIC  HAS 
30T^^^^ 


^§  SIESTAS. 

Q^Q:^U«=f" 
z>2  uZCQ 


'lovely*  didhejusth 


mm 

 _WHY  CAN'T  fij! 

"^f^  :  EVERYONE  BE  of 
AS  FIRED  UP  AS  OUR  gi 
RECEPTIONIST  JEN? 


l-QI->: 


••••••••••••• 

I  '-':  I  SHOULD 
O.  :  HAVE  HIT 


O^-J;  T  ry  -5: 


FIFTH:: 
INTER- 
VIEW,:: 

andA" 

IT'SM 
NOT 
EVEN:: 
NOON.® 
UNCLE! 

••••••••••••••• 

g!ii^< 


x<m< 


T..'r.'::.V.;:;.:  iww  -^jr 

•O;^  SHOULD  >"*. 
HAVE  BEEN  A  CRUISE  DIRECTOR. 


<g,  0  a>  ;^ 


105 

CO 
mmi 

>>> 
^ZZ 

• 

c 
r 


me-  ^  . 


u.<:0<'~ 
ox:xo:< 

'VsHOULD 
HAVE*-*- 
3EEN  A 
HAND*- 
MODEL. 

MY^'^::. 
DONrfii*^^^'^^ 


012- 
:T>0t 

C2om 

KNOWggS 
HOW  TO  ■ 
SWIM.  I 
JUST  DON'T 
LIKE  TO. 


mm 

H 
I 

B 


D 
O 

(n 

Xm 
Hi 

_IUL|>k 
D_J(/) 

i§ 

00  cv 


q:  • 

DUI 
ID 

-j5 


People  issues  are  complex.  Managing  them  doesn't  have  to  be.  JJgWXtt 

Outsourcing  ■  HR  Technology.  ■  Organizational  Change  ■  Talent  &  Reward  Strategies  ■  Retirement  ■  Health  Care 


wwvy.hewitt.CDm/interview 


COMPANY  INDE 


RANK 

COMPANY 

RANK 

COMPANY 

RANK 

COMPANY 

500 

499 

Marathon  Cheese 

276 

NEW  Age  Electronics  | 

27 

410 

Marc  Glassman 

308 

New  Balance  Athletic  Shoe 

191 

lnUN<SnN  POMMFRPIAL  MARKETS 

186 

Maritz 

318 

Newark  Group 

451 

.inNpQ  Day  Rfavis  £.  POGUE 

19 

marmon  Group  « 

228 

NORTH  Pacific  Group 

87 

Edward  Jones 

4 

Mars 

464 

NORTHERN  TOOL  &  EQUIPMENT 

359 

jdrdan  Industries 

210 

Mary  Kay 

220 

NOVEON 

263 

TaRL F  M  JORGENSEN 

38 

MBM 

350 

OmniSource 

355 

Journal  Communications 

206 

MCCARTHY  Building  Companies 

299 

O'Neal  Steel 

296 

K-VA-T  Food  Stores 

407 

McJunkin 

413 

Orius 

103 

KB  Toys 

310 

Mckee  Foods 

439 

Ormet 

261 

Ben  E  Keith 

45 

MCKlNSEY  &  Co 

317 

Oxford  automotive 

481 

Kerr  Drug 

395 

mcwane 

421 

Pacific  Coast  Building  Products 

61 

Keystone  Foods 

268 

Medianews  Group 

316 

RB  Pamplin 

484 

Kl 

279 

Medline  Industries 

281 

parkdale  Mills 

28 

Peter  kiewit  Sons' 

11 

meijer 

259 

Parsons  &  Whittemore 

453 

Kimball  Hill  homes 

25 

Menard 

213 

Parsons  brinckerhoff 

405 

KinderCare  Learning  Centers 

241 

Menasha 

74 

Parsons 

384 

King  Kullen  Grocery 

202 

Meridian  Automotive  Systems 

321 

PC  Richard  &  Son 

142 

Kingston  technology 

473 

Merrill 

445 

Peerless  Importers 

88 

KINKO'S 

83 

Metaldyne 

304 

Pella 

130 

Kinray 

165 

Metromedia 

335 

Pepper  Construction  Group 

222 

Knoll 

255 

Michael  Foods 

60 

Perdue  Farms 

491 

Koch  Enterprises 

302 

Micro  electronics 

229 

Petco  Animal  Supplies 

2 

KOCH  Industries 

69 

Micro  warehouse 

399 

Petro  Stopping  Centers 

66 

KOHLER 

364 

MICRONPC 

68 

Pilot 

424 

Koppers  Industries 

383 

Miller  &  hartman 

411 

Pinnacle  foods 

8 

KPMG  International 

36 

MILLIKEN  &  Co 

352 

Plastipak  Packaging 

431 

Kraus-Anderson 

311 

MINYARD  FOOD  STORES 

75 

Platinum  equity 

360 

Landmark  Communications 

239 

MODERN  CONTINENTAL  COS 

332 

Pliant 

192 

lanoga 

447 

MODUS  Media  International 

372 

PMC  Global 

478 

Latham  &  watkins 

256 

MA  Mortenson 

17 

premcor 

494 

Leiner  Health  Products  Group 

442 

Motor  Coach  industries  Intl 

3 

PricewaterhouseCoopers 

128 

Leprino  Foods 

272 

MSX  international 

269 

Primus 

26 

Levi  Strauss  &  Co 

356 

MTD  Products 

275 

printpack 

429 

Chas  Levy 

257 

MTS 

5 

PuBLix  Super  Markets 

197 

Life  Care  Centers  of  America 

425 

MWH 

211 

Purdue  pharma 

104 

Lifestyle  Furnishings  Intl 

139 

National  Distributing 

166 

Purity  Wholesale  grocers 

394 

Lifetouch 

469 

National  Envelope 

124 

Quad/Graphics 

361 

Linsco/Private  Ledger 

156 

National  Gypsum 

76 

Quality  King  Distributors 

288 

Longaberger 

365 

National  Textiles 

236 

Quality  Stores 

312 

LOVE  S  travel  Stops  &  Country  Stores 

459 

National  Wine  &  Spirits 

56 



Quiktrip 

328 

MA  Laboratories 

227 

NESCO 

403 

RAB  HOLDINGS 
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JUST  BECAUSE  IT  DOESNT  HAVE  A  C 
DOESNTMEAN  ITSHOULDNttfitElJGGED  IN. 


CA  Wireless  Partnership 

NOKIA  .  EDS  .  KYOCERA  WIRELESS  •  SYMBOL  •  AETH 


Capitalizing  on  opportunities  in  mobile  eBusiness  depends  on  successful 
integration  of  wireless  technology  with  existing  infrastructures.  That's  why  CA 
is  proud  to  be  partnering  with  wireless  market  leaders  and  global  professional 
service  providers  to  create  enterprises  without  boundaries.  CA's  security, 
infrastructure,  and  information  management  solutions  are  not  only  industry 
leaders,  they're  also  hardware  and  software  neutral.  So  future  wireless 
initiatives  will  be  limited  by  nothing  but  the  imagination. 


Computer  Associates" 


HELLO  TOMORROW    WE  ARE  COMPUTER  ASSOCIATES    THE  SOFTWARE  THAT  MANAGES  eBUSINESS™  ca.com 


©2001  Computer  Associates  International,  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies 


COMPANY  INDE 


RANK 

COMPANY 

RANK 

COMPANY 

RANK 

COMPANY 

58 

raceTrac  Petroleum 

167 

Sierra  Pacific  Industries 

238 

Truman  Arnold  Cos 

53 

Raley's 

388 

Sigma  Plastics  Group 

358 

TTC  Illinois 

25G 

Red  apple  Group 

420 

Simmons 

230 

TTI 

231 

Regal  Cinemas 

55 

JR  SIMPLOT 

369 

Turner  Industries  Group 

89 

Renco  Group 

373 

Simpson  Investment 

479 

Tutor-Saliba 

198 

Republic  Technologies  Intl 

67 

Sinclair  Oil 

306 

24  HOUR  Fitness  Worldwide 

37 

Reyes  holding 

224 

Skadden,  arps 

391 

TY 

140 

Rich  products 

320 

SOAVE  Enterprises 

252 

UlS 

189 

RiTZ  Camera  Centers 

175 

Software  house  International 

470 

UKROP's  Super  markets 

233 

Riverwood  International 

336 

Solo  Cup 

97 

UniGroup 

340 

Roll  international 

42 

Southern  Wine  &  Spirits 

217 

United  Defense 

270 

rooms  to  Go 

157 

SOUTHWIRE 

389 

US  Oil 

265 

Rodney  Brothers 

145 

AG  Spanos  Cos 

357 

US  Can 

422 

Roseburg  forest  Products 

85 

Springs  Industries 

444 

Variety  Wholesalers 

366 

Rosen's  diversified 

70 

STATER  Bros  markets 

290 

VarTec  Telecom 

305 

Royster-Clark 

430 

Steiner 

77 

Venture  Industries 

396 

RTM  Restaurant  Group 

293 

Stevedoring  Services  of  America 

471 

Veridian 

330 

Rudolph  and  Sletten 

475 

Stewart's  Shops 

105 

Vertis 

385 

S&P  Co 

91 

Structure  tone 

180 

ViewSonic 

423 

Safelite  Glass 

458 

Suffolk  Construction 

398 

Walbridge,  Aldinger 

110 

Sammons  Enterprises 

303 

Sunbelt  Beverage 

177 

Walsh  Group 

237 

SAS  Institute 

397 

Superior  Group 

294 

Warren  equities 

440 

Sauder  woodworking 

341 

Sutherland  lumber 

415 

Washington  Cos 

151 

Save  Mart  Supermarkets 

212 

Swagelok 

258 

Watkins  Associated  Industries 

49 

Schneider  National 

247 

SwiFTY  Serve 

158 

Wawa 

107 

Schnuck  Markets 

148 

SWINERTON 

390 

webcor  Builders 

495 

Schonfeld  Securities 

40 

Synnex  Information  technologies 

59 

Wegmans  Food  Markets 

457 

Schottenstein  Stores 

248 

TAC  worldwide  Cos 

472 

WEITZ 

182 

ScHREiBER  Foods 

196 

Tang  Industries 

441 

Wells'  Dairy 

368 

Les  Schwab  Tire  Centers 

193 

Taylor 

434 

Wherehouse  Entertainment 

54 

Schwan's  Sales  Enterprises 

497 

Telcobuy.com 

137 

Whiting-Turner  Contracting 

23 

Science  Applications  Intl 

326 

Texas  petrochemicals 

232 

Wilbur-Ellis 

92 

Scoular 

289 

TIC-The  Industrial  Co 

194 

winCo  foods 

21 

Seagate  Technology 

138 

Tishman  Realty  &  Construction 

404 

WiNTEC  Industries 

244 

Sealy 

476 

TNP  Enterprises 

323 

WIRTZ 

i 

162 

Services  Group  of  America 

322 

TOPA  Equities 

482 

WorkPlaceUSA 

t 

195 

SF  Holdings  Group 

168 

Towers  Perrin 

344 

World  Kitchen 

242 

Shamrock  foods 

71 

Transammonia 

419 

WWF  PAPER 

118 

jfshea 

96 

TravelCenters  of  America 

406 

WG  YATES  &  SONS  CONSTRUCTION 

114 

Sheetz 

449 

TRT  Holdings 

188 

YOUNG'S  Market 

455 

Sidley  Austin  Brown  &  wood 

176 

HB  ZACHRY 

198 
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>  Pray  for  rain 

and  cut  the  lights 


ENERGY:-  WHAT'S  EMERGING  >  In  Brazil,  where  90%  of  power  is  hydroelectric, 
a  severe  drought  has  led  to  an  equally  severe  energy  shortage.  Government 
demands  electricity  cuts.  Citizens  pray  for  rain.  The  U.S.,  like  a  wise  stockholder, 
is  blessed  with  a  mixed  energy  portfolio.  Our  utilities  generate  70%  of  their 
electricity  with  fossil   fuels,  20%  with  nuclear  fuel,   11  with  hydro. 
Exelon's  sources  are  just  as  diverse.  We  planned  it  that  way. 
>  More  to  come  at  exeloncorp.com 


NUCLEAR 


FOSSIL 


HYDRO 


WIND 


SOLAR 
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CONSERVATION 


Exel  n 


Welcome  change. 
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Out  of  the  Tube 


OR  30  YEARS,  TOM'S  OF 
Maine  was  a  back-to- 
nature  company  with 
a  simple  sales  pitch:  We  ■  • 

make  aU-natural  personal  TOm  S  Of  Mailie  SpGIlt  0603065  38  3 

care  products  with  envi  lowkey  purveyor  of  n3tur3l  toiletries. 

Will  its  im3ge  survive  3  shift  to  herb3l 
remedies  3nd  h3rd-sell  3ds? 


ronmentally  friendly  pack- 
aging and  give  10%  of  pre- 
tax profits  to  charity.  Until 
recently,  founder  and  prin- 
cipal owner  Tom  M.  Chappell  ignored 
innovations,  like  tartar-control  tooth- 
paste, rolled  out  by  his  giant  rivals.  The 
few  ads  Tom's  ran  trumpeted  its  do- 
good  philosophy  more  than  its  products. 

The  holier-than-thou  positioning 
helped  Tom's  survive  stiff  price  compe- 
tition ft-om  Procter  &  Gamble,  Colgate- 
Palmolive  and  Unilever.  So  what  if  a  six- 
ounce  tube  of  Tom's  toothpaste  costs 
30%  more  than  Colgate  in  some  stores? 
Indeed,  the  Kennebunk, 
Me.  company  developed  a 
devoted  following  among 
purists  who  think  Madison 
Avenue  is  too  slick  and  big 
corporations  are  a  threat  to 
the  environment.  Tom's 
occupied  a  tiny  but,  until 
recently,  profitable  niche, 
with  revenue  of  just  $36 
million  for  the  June  30  fis- 
cal year. 

Now  for  a  radical  shift 
in  strategy.  Gunning  for 
growth,  Chappell,  58,  is 
taking  the  company  into 
the  herbal-remedy  busi- 
ness, with  all- natural  ton- 
ics and  rubs  that  are  sup- 
posed to  fight  colds, 
insomnia  and  muscle 
aches  and  are  made  with 
echinacea,  ginseng,  valer- 
ian and  other  herbs.  And 
he  is  pouring  money  into 
advertising.  There  are  na- 
tional radio  spots  and 
print  ads  running  in  high- 
profile  publications  Uke  the 
New  York  Times  that  tout 
product  effectiveness  as 


BY  IAN  ZACK 


much  as  the  company's  corporate  ethos. 
Chappell  may  consider  national  TV  ad- 
vertising for  the  first  time.  Next  year 
there  will  be  sophisticated  new  packag- 
ing, created  by  New  York-based  brand 
consultant  Siegelgale.  "We're  upgrading," 
he  says,  adding  that  he  hopes  to  boost 
revenues  by  30%  a  year  over  the  next  five 
years  and  become  more  profitable. 

To  accomplish  this,  Natural  fit?  Tom  Chappell 
Chappell  raised  $6  million    js  selling  herbal  remedies. 


last  year  by  selling  a  12% 
stake  in  the  company  to  15| 
outsiders,  among  them 
Goldman  Sachs  Chairman 
John  Whitehead.  Chappell 
is  using  the  money  to  pay 
for  the  ad  campaign  and 
research  on  the  newfan- 
gled herbal  products. 
Initial  sales  of  the  nat- 
ural-remedy products  were  disappoint- 
ing. Sales  jumped  19%  to  $33.5  million 
after  an  introductory  rollout  in  fiscal 
year  2000.  But  sales  increased  just  7% 
for  fiscal  2001  (falling  short  of  Chap- 
pell's  $40-million  goal)  and  the  com- 
pany lost  $1.5  milhon.  It  was  only  the 
second  year  in  25  that  Tom's  of  Maine 
didn't  post  a  profit.  "We  tried  to  do  too 
much,"  sighs  ChappeU. 

But  should  he  be  doing 
this  at  all?  The  clean  image 
on  which  Tom's  has 
traded  could  be  sullied  by 
association  with  the  herb- 
al-remedy business,  clut- 
tered as  it  is  with  quack 
medical  claims  and  pyra- 
mid selling  schemes. 
What's  more,  sales  in  this 
crowded  category  topped 
out  at  $1.4  billion  in  1998. 
Since  then,  companies 
with  more  money  and 
shelf  clout  than  Tom's  of 
Maine  have  pulled  back. 
Warner-Lambert  snuffed 
out  Quanterra,  a  line  of 
herbal  supplements  it  in- 
troduced in  1998.  And  Ce- 
lestial Seasonings  has 
trimmed  its  herbal  line. 

What  makes  Tom 
Chappell  think  he  can 
overcome  all  this?  "We 
don't  just  sell  products, 
we  offer  hope,"  says  Tom 
A.  O'Brien,  the  com- 
pany's chief  operating  of- 
ficer. Enough  hope  to 
help  Tom's  crack  a  tough 
market?  F 
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Well,  you  knowwhatwe  mean:  teamwork.  The  real  kind.  Ask  our  customers 
about  the  impact  of  our  teamwork.  Last  year,  we  helped  them  save  nearly  700,000 
disability  days,  reduce  claims  by  20%  and  lower  their  cost  of  claims  by  10%.  Results 
like  these  come  from  partnering  with  our  customers  on  every  angle  of  insurance, 
through  our  unique  team  process  called  LibertyWorks™.  It's  how  we  evaluate  their 
business  from  top  to  bottom,  helping  them  uncover  safety  and  savings  opportunities. 
It's  how  we  customize  the  best  insurance  for  each  individual  business.  And  ultimately, 
teamwork  is  how  we  make  your  insurance  more  effective  and  easier  to  manage. 


To  learn  about  case  histories  in  your  industry, 
or  for  more  information,  call  1-800-4-LIBERJYorgo  to  www.libertymutualgroup.com 


Liberty 
Mutual 
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BY  TOMAS  KELLNER 

IT'S  ONE  THING  FOR  CONGRESS  TO 
pass  a  new  money-laundering  bill  to 
crack  down  on  financing  of  terror- 
ists. Now  all  transfers  of  more  than 
$10,000  that  cross  U.S.  borders — 
whether  in  folding  money,  by  check  or 
by  wire — must  be  reported  to  the  feds. 
But  there  are  millions  of  legitimate 
transactions  a  day.  How  are  the  cops 


rassments — or  worse.  (Last  summer  fed- 
eral and  state  regulators  levied  a  $  1 0  mil- 
lion fine  on  Charles  Schwab's  U.S.  Trust 
Co.  for  failing  to  report  several  transac- 
tions over  $10,000.)  Searchspace  is,  for 
example,  helping  the  Bank  of  New  York 
trace  dirty  money  that  is  going  through 
the  rinse  cycle,  the  London  Stock  Ex- 
change uncover  securities  manipulation 
and  Lloyd's  of  London  smoke  out  in- 


spond  to  requests  they  had  from  agen^ 
cies  such  as  the  FBI,"  says  Konrad  Feld- 
man,  Searchspace's  chief  executive.  Thtl 
company  is  also  working  directly  with| 
federal  regulators.  "We  are  getting  con- 
cerned about  legitimate  funds  beind 
channeled  through  the  financial  ser- 
vices industry  to  be  used  for  illegitimate! 
purposes,"  he  says. 

The  haystack  is  gigantic.  Every  dayl 


CYBERSLEUT 

How  to  catch  a  terrorist?  Follow  the  money  trail  with  an  outfit  like  Searchspace  Corp 


going  to  find  the  needle  in  this  haystack? 

With  pattern-recognition  software 
from  the  likes  of  Searchspace  Corp. 
This  privately  held  Manhattan  firm  is 
one  of  many  tackling  the  problem. 
Finding  suspicious  financial  patterns  is, 
in  fact,  a  big  challenge  that  antedates 
the  war  on  terrorism.  Credit  card  is- 
suers, for  example,  use  software  to 
pluck  out  buying  patterns  suggestive  of 
a  stolen  card.  Wireless  carriers  need  to 
be  able  to  spot  the  abrupt  shift  in  call- 
ing habits  that  signals  a  stolen  phone. 

Searchspace  is,  naturally,  cagey 
about  the  details  of  its  algorithms.  But 
it  allows  that  it  can  pick  out  unusual 
patterns  even  in  strings  of  small  bank 
transactions,  down  to  single-digit  dol- 
lars. Every  day  Searchspace  programs 
sift  through  1 00  million  bank,  broker- 
age and  insurance  accounts,  reviewing 
$  1  trillion  worth  of  payments,  deposits 
and  transfers.  What  was  until  recentiy  a 
matter  of  fairly  routine  surveillance  has 
now  become  an  effort  to  hunt  down 
the  backers  of  groups  like  Osama  bin 
Laden's  al  Qaeda. 

Searchspace's  clients  are  financial  ser- 
vice companies  trying  to  avoid  eir.bar- 


surance  fraud.  It  has  also  assisted  Erics- 
son in  identifying  and  shutting  down 
stolen  mobile  phones  and  account  num- 
bers. It  has  hunted  down  suspicious 
movements  of  funds  from  places  like 
Egypt,  Nigeria,  the  Philippines  and  In- 
donesia, which  have  secretive  banking 
systems  or  lax  regulations. 

"Our  customers  have  used  our  sys- 
tems to  interrogate  their  data  and  re- 


Frothy  Funds 

With  $2  trillion  floating  through 
the  U.S.  banking  system  every  day, 
enforcers  have  their  hands  full  trying 
To  identify  clean  and  dirty  money. 


Estimated  funds  laundered  annually. 

The  number  of 
suspicious  financial  transactions 
reported  by  U.S.  banks  in  2000. 

Estimates  of  laundered 
money  as  a  percentage  of  the 
world's  gross  domestic  product. 


Sources  American  Bankers  Association:  FinCEN: 
Financial  Action  Task  Force:  IMF. 


banks  and  broker-  Looking  for 
ages  send  and  receive  suspicious 

,   ^      r  J  ^  patterns:  Konrad 

terabvtes  or  data  re-    ^  , .       u-  «  * 
Feldman,  chief  of 

lating  to  the  transfer  Searchspace. 

of  money,  the  rough 
equivalent  of  the  entire  printed  collec- 
tion of  the  Library  of  Congress.  Search- 
space  runs  the  data  through  its  clients' 
servers,  comparing  the  activity  in  each 
account  with  the  "normal"  behavior  for 
that  account.  The  statistical  oudiers  are 
linked  to  "sentinels,"  or  sleuthing 
strands  of  code  that  look  for  suspicious 
patterns — say,  two  $5,000  transfers 
from  Beirut. 

Transactions  that  the  software 
deems  suspect  are  routed  by  e-mail  to  a 
bank  cybercop  who  reports  to  a  vice 
president  or  to  someone  more  senior. 
The  alerts  are  color-coded:  Blazing  red 
indicates  high  risk.  Alerts  can  also  travel 
as  brief  messages  to  a  pager  or  a  cell 
phone.  The  system  sorts  the  suspicious 
activity  into  folders  custom-labeled 
"check  fraud,"  "card  fraud,"  "money 
laundering,"  "terrorism"  and  so  on. 
Open  the  folder  and  more  detail  ap- 
pears; a  supervisor  can  see  account  his- 
tories through  bar  charts  and  line 
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graphs  and  then  zero  in  on  the  image  of 
a  particular  check.  The  low-level  man- 
ager decides  whether  to  report  the  case, 
unless  it  is  an  urgent  alert,  in  which 
case,  no  matter  what  he  decides,  his 
boss  will  be  tipped  off. 

Money  is  fungible  and  easy  to 
smuggle.  Still,  Feldman  claims  his  sys- 
tems can  follow  currency  down  to  pen- 
nies or  a  5-halala  coin  from  Saudi  Ara- 
bia, and  identify  serial  numbers  and 
issue-places  of  money  orders  and  trav- 
eler's checks.  "When  you  have  checks 
[from]  different  branches  and  they  all 
get  cashed  in  a  single  branch  in  a  differ- 
ent country,  you  might  be  getting 
somewhere,"  he  says. 

Searchspace  was  launched  in  1993 
by  four  doctoral  students  at  the  Univer- 
sity College  London's  Intelligent  Sys- 
tems Laboratory.  Feldman  and  the 
other  three  were  studying  subjects  like 
neural  networks,  genetic  algorithms 
and  fuzzy  logic.  On  the  side  they  con- 
sulted for  British  utilities  and  super- 
markets, predicting  product  and  elec- 
tricity demand.  Two  partners  finished 
their  studies  by  the  time  the  quartet  left 
the  school  in  1996  and  shifted  the  focus 
to  data  security.  Since  then  they've 
raised  $23  million  in  three  rounds  of 
venture  capital,  including  $7  million 
from  HSBC's  private  equity  branch  this 
past  spring.  Searchspace  is  a  subsidiary 
of  the  privately  held  Searchspace 
Group,  based  in  London. 

Today  the  company  has  140  em- 
ployees, mostly  software  engineers.  This 
year  Searchspace  should  see  revenue  of 
$20  million,  70%  from  software  licenses 
to  financial  clients  who  run  the  search- 
ing algorithms  themselves.  The  rest  is 
from  systems  maintenance  and  techni- 
cal support. 

And  what  if  the  system  detects  not  a 
check  bouncer  but  a  probable  terrorist? 
The  data  get  routed  to  the  Internal  Rev- 
enue Service,  which,  incredibly,  cannot 
receive  files  over  the  Web;  such  reports 
must  be  printed  on  paper  or  loaded  on 
floppy  disks.  It  can  take  as  long  as  nine 
days  for  a  report  to  reach  the  agency — 
plenty  long  enough  for  a  terrorist  to 
pack  up  and  disappear.  F 
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TOP 
SHELF 

Everyone  has  given  up  on 
America's  last  natural  gas 
basin.  That's  why  Spinnaker 
Exploration  is  there. 

BY  LYNN  J.  COOK 

NOT  LONG  AGO  IT  WAS  KNOWN  AS 
the  "Dead  Sea" — the  continental 
shelf  in  the  Gulf  of  Mexico  that 
juts  out  200  nautical  miles.  The  De- 
partment of  Energy  had  predicted  the 
Gulf  would  be  drilled  dry  of  natural  gas 
by  1985.  Didn't  happen:  The  region  still 
supplies  24%  of  U.S.  natural  gas  pro- 
duction. Then,  in  the  mid-1990s, 
Exxon,  Mobil,  Royal  Dutch/Shell  and 
BP  all  pulled  up  their  shallow-water 
stakes  and  paddled  out  to  the  oil-rich 
deep  end. 

AH  of  which  suits  Roger  Jarvis  fine. 
The  chairman  of  Houston-based 
Spinnaker  Exploration  knows  the  best 
is  yet  to  come.  Gulf  Coast  companies 
have  extracted  144  trillion  cubic  feet 
of  natural  gas  from  the  sub-seabed 
since  they  began  offshore  drilling  in 
1947,  and  there's  still  an  estimated  167 
trillion  cubic  feet  where  that  came 
from.  To  give  you  some  idea  of  the 
magnitude:  The  latter  quantity  of  gas 
would  be  worth,  as  it  entered  a 
pipeline,  half  a  trillion  dollars  at  pres- 
ent prices. 

Five  years  ago  Spinnaker  didn't 
have  an  asset  to  its  name.  Today  it  has 
54  Gulf  discoveries  with  proven  re- 
serves of  307  billion  cubic  feet,  poten- 
tially worth  $921  million  at  the  surface. 
For  a  littie  company,  says  Jarvis,  a  drill 
rig  in  the  Gulf  is  like  a  jet  engine  on  a 
go-cart. 

In  the  first  three  quarters  of  2001, 
Spinnaker  earned  $60.7  million  on  rev- 
enue of  $172  million,  compared  with 
$16.6  million  on  $63  million  for  the 
same  period  last  year.  Jarvis'  60%  suc- 
cess rate  is  twice  the  industry  average. 


"Spinnaker  is  the  only  company  I've  wit 
known  that  actually  started  out  with  a  dal 
business  plan,"  says  Irene  Flaas,  vice 
president  of  exploration  and  produc-  up 
tion  research  at  Sanders  Morris  Harris,  |  seii 
a  Houston  investment  firm.  Small  wild- 
catters sometimes  borrow  up  to  60%  of 
what  tliey  spend  to  get  a  lease  and  drill. 
Spinnaker  has  relied  entirely  on  equity. 
This  was  at  the  insistence  of  New  York 
investment  firm  Warburg  Pincus,  which 
kicked  in  $60  million  for  a  50%  share 
to  launch  Spinnaker  in  1996. 

A  petroleum  engineer  who  spent 
the  early  1990s  running  the  King 
Ranch,  Jarvis  started  Spinnaker  with  a 
library — the  most  extensive  collection 
of  3-D  seismic  data  for  the  Gulf  of  Mex- 
ico ever  assembled.  "The  only  thing 
worse  than  debt  is  too  much  money 
chasing  too  few  good  ideas,"  he  says. 
Jarvis  brought  in  seismic  data  firm  Pe- 
troleum Geo-Services,  which  added  an- 
other $15  million  to  the  pot  and  ; 
handed  over  1,400  blocks  of  Gulf  data  t 
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with  the  promise  of  access  to  all  new 
data  through  March  2002. 

Since  that  deal  Spinnaker  has  built 
Lip  a  42-terabyte  database  of  11, 000  3-D 
seismic  blocks.  On  any  given  day  20  geo- 


scientists  pore  over  300 
prospects.  They're  looking 
at  seismic  data  illuminating 
the  porous  gas-trapping  ge- 
ologic formations  under  the 
seabed.  Deciding  where  to 
drill  is  a  constant  tradeoff 
between  anticipated  re- 
serves and  risk  factors — 
from  sand  quality  to  vertical 
stresses  on  the  rock.  Those 
risks  are  assigned  numeri- 
cal values  and  measured 
against  the  probability  of 
finding  natural  gas  deposits, 
the  likely  size  of  the  reserve 
and  the  potential  profit 
margin  with  gas  priced  at 
$2  per  million  British  ther- 
mal units  (a  million  Btu  is 
roughly  what  you  get  in 
1 ,000  cubic  feet  of  natural 
gas).  Jarvis  spends  $1.65  per 
thousand  cubic  feet  to  find 
the  most  promising  40  weUs 
to  drill  each  year — and  only 
25  cents  per  thousand  cubic 
feet  to  lift  it.  As  a  result 
Spinnaker  is  the  lowest-cost 
operator  in  the  Gulf;  the  next  most  effi- 
cient is  Unocal  (see  box). 

Still,  wUdcatting  is  wildcatting,  if  only 
because  of  the  unpredictable  price.  Just 
12  months  ago  the  spot  price  delivered 


to  the  West  Coast  ran  up  to  $  1 0  per  mil- 
lion Btu.  Two  months  ago  the  price  fell 
below  $2.  Spinnaker  hedges  where  it  can, 
last  year  locking  in  much  of  its  produc- 
tion in  a  narrow  price  collar  near  $7  per 
million  Btu.  Even  though  today's  price 
looks  frighteningly  low,  Jarvis  has  locked 
in  40%  of  production  through  year-end 
2002  at  $3.60,  a  price  where  Spinnaker 
stiU  books  a  40%  profit. 

And  then  there  are  the  dry  holes — in 
1999  Spinnaker  had  5  in  a  row,  out  of  27 
holes.  "It  was  a  terrible  sinking  feeling," 
Jarvis  says.  "But  we  had  the  balance  sheet 
to  mitigate  it."  And  to  pick  up  new  leases. 
In  August  Spinnaker  was  high  bidder  on 
32  blocks  worth  $17  million,  bringing  its 
holdings  to  1.1  million  acres  and  mak- 
ing it  the  largest  leaseholder  on  the  con- 
tinental shelf 

Wall  Street  likes  this  scrappy  odds- 
player.  At  a  recent  $43  Spinnaker  shares 
are  up  200%  from  their  Wall  Street 
debut.  That  gives  Jarvis  special  plea- 
sure— and  not  just  because  he  owns 
915,000  shares,  a  3.3%  stake.  Spinnaker 
went  public  Sept.  29, 1999,  the  same  day 
as  Telemate.net,  NetSolve,  ShopNow.com 
and  ftd.com,  whose  stock  prices  rose  an 
average  16%  on  the  first  day  of  trading. 
The  natural  gas  explorer  went  out  at 
$14.50  and  promptly  sank  like  a  toppled 
derrick.  Combined  share  price  of  the 
four  dot-coms  now:  $16.  F 


RIGGING  THE  SYSTEM 


Drilling  for  natural  gas  is  not  ar- 
cane science.  All  energy  compa- 
nies look  at  essentially  the  same 
seismic  data  and  pay  the  same  daily 
rates  for  rigs  and  labor.  So  what  makes 
Spinnaker  Exploration  the  lowest-cost 
operator  out  on  the  Gulf  of  Mexico's 
shale  shelf? 

For  one  thing,  the  company  refuses 
to  acquire  and  exploit  older  fields  of 
natural  gas,  unlike  most  producers. 
Chairman  Roger  Jarvis  would  rather 
fly  high  at  the  risk  of  falling  hard. 
"Dealing  in  these  mature  basins  with 
just  some  information  is  a  good 


way  to  get  your  head  handed  to  you," 
he  says.  True,  the  Gulf  of  Mexico's  eas- 
ily found  hydrocarbons  were  drilled  out 
years  ago,  but  plenty  of  new— and 
large— fields  exist. 

New  prospects  are  risky,  but  the 
potential  payoff  is  huge.  While  they 
often  play  out  faster  than  existing 
ones,  new  fields  tend  to  produce  more 
natural  gas  quickly.  And  when  you  can 
pump  the  same  amount  of  fossil  fuels 
from  a  well  over  3  years  instead  of  13, 
your  total  extraction  costs  ratchet 
down  fast. 

Jarvis  is  also  benefiting  from  a  re- 


trenchment among  independents. 
Their  rationale?  Prices  are  too  volatile. 
Ironically,  though,  pulling  back  supply 
should  put  upward  pressure  on  prices. 
Spinnaker  is  pressing  ahead.  "I  fail  to 
see  how  reducing  activity  on  prospects 
that  are  inherently  produced  over  an 
entire  cycle  [of  months  or  years]  would 
dramatically  affect  our  budget  today," 
says  Jarvis.  A  further  incentive  to  drill 
now:  Rig  utilization  in  the  Gulf  of  Mex- 
ico is  falling,  dropping  to  60%  in  Octo- 
ber, reports  the  Houston  energy  con- 
sultancy ODS-Petrodata,  thanks  to 
softening  demand  for  natural  gas.  That 
means  Spinnaker  can  rent  a  jack-up  rig 
for  $15,000  a  day  instead  of  the 
$50,000  of  a  year  ago.  -L.J.C. 
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Shucking  Petroleum 

Chemical  firms  have  dreamed  for  decades  of  a  plastic  made  from  cheap,  renewable  materials 
that  are  easy  on  the  landfill.  Finally,  a  refinery  that  can  pull  off  this  feat  opens  this  month. 


BY  JONATHAN  FAHEY 

STRAW  INTO  GOLD.  WATER 
into  wine.  Frogs  into  princes. 
Now  comes  another  truly 
miraculous  conversion:  Corn 
into  plastic. 
Chemical  giants  have  spent  decades 
dreaming  of  finding  a  simple,  renew- 
able and  environmentally  safe  raw  ma- 
terial to  turn  into  plastic.  For  the  better 
part  of  six  decades  plastic  has  been  the 
antithesis  of  all  that:  It  is  made  from 
petrochemicals  drained  from  oil  de- 
posits that  took  millions  of  years  to 
form  and  will  one  day  run  out;  it  re- 
quires dirty  production  methods;  and  it 
lasts  almost  forever,  refusing  to  break 
down  for  thousands  of  years. 

Now  a  solution  is  at  hand.  After 

Jxm  Kernel  to  Weave 

Starch  from  corn  is  milled 
into  the  corn  sugar  dextrose. 
In  a  tank,  lactobacilli 
bacteria  convert  the 
dextrose  into  lactic  acid. 


more  than  a  decade  of  meticulous  mol- 
ecular manipulation  and  a  bet  of  half  a 
billion  dollars,  a  new  plant  has  just 
begun  producing  a  plastic  polymer  that 
is  derived  from  mere  kernels  of  corn.  Fi- 
nally— a  plastic  made  from  renewable 
resources,  that  requires  20%  to  50%  less 
energy  to  produce,  and  composts  into 
harmless  carbon  dioxide  and  dirt. 

Patrick  Gruber,  the  technologist 
steering  this  effort,  sees  a  huge  market 
ahead.  "Many  billions  of  pounds.  Many 
big  businesses.  Many  big  manufactur- 
ing plants,"  he  says.  "I  want  to  displace 
petrochemical-based  plastic  materials." 

Gruber  is  chief  technology  officer 
of  the  $300  million  plant's  owner, 
Cargill  Dow,  a  joint  venture  of  one  of 


the  world's  largest  grain  merchants 
and  the  world's  largest  chemicals  pro- 
ducer. Fittingly,  the  plant  is  based  in 
the  corn  country  of  Nebraska,  on  20 
acres  of  former  cornfields  outside  the 
town  of  Blair. 

This  month  the  site  began  cranking 
out  the  first  batches  of  the  polymer, 
called  polylactic  acid,  or  PLA,  ready  to 
be  used  in  everything  from  clothing  to 
carpets  to  the  crinkly,  thin  films  used  to 
wrap  candy  and  compact  discs.  Each 
year  the  plant  will  be  able  to  transform 
14  million  bushels  of  corn  into  300  mil- 
lion pounds  of  PLA. 

The  new  plant  will  account  for  only 
0.1%  of  the  270  billion  pounds  of  plastics 
produced  every  year,  but  right  now  the 


Lactobacilli 


Water  is  boiled  out  of  the 
lactic  acid  using  a  proprietary 
condensation/distillation 
process,  yielding  lactide, 
a  monomer  ring. 


Tin  oxide  is  added  as  a 
catalyst  to  break  the  lactide 
rings,  allowing  them  to  be 
strung  into  long  chains  of 
polylactic  acid  (PLA). 


The  PLA  polymer,  in  the 
form  of  pellets,  is  sold  to 
plastics  makers,  who  melt 
them  into  fibers  for  clothing 
or  films  for  packaging. 


V. 

Dextrose 
molecule 


206     FORBES"  November  26,  2001 


m     'W     I  wm  I 

;trose  •  ^  •  • 

ecule  Lactic  acid  molecules  Lactide 


Polylactide  polymer  chain 


Pat  Gruber 
bent  plenty  of 
rules  to  perfect 
Cargill  Dow's 
new  bioplastic. 


PLA  market  is  all  but  nonexi^lent.  Mak- 
ing PLA  from  petrochemicals,  the  lead- 
ing source  of  the  carbon  that  lies  at  the 
I  heart  of  plastic's  makeup,  is  too  costly 
and  complicated.  But  corn  kernels  are  a 
cheap  and  eco-friendly  source  of  sugar — 
which  is  also  a  source  of  carbon.  The  U.S. 
grows  2  billion  bushels  of  surplus  corn 
annually.  Making  PLA  by  conventional 
methods  costs  $5  a  pound;  Cargill  Dow 
sr.ys  it  can  make  it  for  about  70  cents. 

Eventually,  says  Gruber,  his  fer- 
menting process  will  be  adapted  to  use 
corn  stalks  or  wheat  straw — known  as 


GRUBER  COOKED  UP  THE  FIRST 

mJITCHISIMMSm^ 


stover  and  now  sold  as  cheap  animal 
feed  or  plowed  back  into  soil — to  fur- 
ther knock  down  the  cost.  Oil  for  plas- 
tics costs  $150  per  ton;  corn  costs  $100 
a  ton  and  stover,  just  $50. 

Gruber  has  begged  and  borrowed 
and  bent  plenty  of  rules  to  get  this  far. 
Cargill,  the  privately  held  behemoth 
with  $50  billion  in  annual  revenue, 


hired  him  in  tiie  Idle 
1980s  to  look  for  new 
uses  for  corn.  Gruber,  a 
tall  and  fit  Midwesterner 
who  answers  his  phone 
with  a  booming  "Yo!"  was  just  27  years 
old  at  the  time,  fresh  out  of  a  University 
of  Minnesota  graduate  program  in  bio- 
logical chemistry. 

Gruber  decided  to  pursue  PLA 
shortly  after  taking  his  new  post  and 
soon  won  a  reputation  for  doing  what- 
ever it  took  to  get  the  job  done.  In  1991 
a  boss  decreed  that  Gruber  couldn't  buy 
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a  machine  called  an  extruder,  which 
turns  plastic  pellets  into  clear  film.  A  few 
weeks  later  the  boss  spotted  a  gleaming 
new  extruder  in  the  lab  and  bellowed:  "I 
thought  I  told  you  not  to  buy  that!" 

"I  didn't  buy  it.  I  leased  it,"  Gruber 
responded.  Sneaky  but  doggjed,  the 
now-41 -year-old  Gruber  came  close  to 
losing  funding  for  his  project  several 
times:  Some  Cargill  brass  thought  PLA 
would  never  be  more  than  a  neat  trick, 
and  plastics  buyers  said  he  would  never 
get  the  cost  low  enough. 

The  polymer  was  identified  in  the 
1920s,  when  Wallace  Carothers,  the  in- 
ventor of  nylon,  worked  on  it  at  DuPont. 
ConAgra  and  DuPont  tried  a  PLA  ven- 
ture in  the  mid-1990s,  but  failed  to  get 
the  biochemistry  right  in  early  tries. 

Making  PLA  is  tricky  for  sure.  Its  pre- 
cursor, molecules  of  lactic  acid,  exists  in 
two  forms,  so-called  left-handed  and 
right-handed  versions.  A  batch  contain- 
ing both  versions  makes  weak  PLA  that 
melts  too  readily  at  low  temperatures. 
Getting  it  right  requires  splitting  the  left- 
and  right-handed  twins  into  separate 
batches,  a  complicated  process. 

Gruber  knew  all  this,  but  he  also 
knew  that  some  lactobacilli,  the  bacteria 
used  to  make  yogurt,  naturally  excrete 
just  the  left-handed  version  of  lactic  acid. 
Walking  through  his  lab  a  decade  ago,  he 
had  an  epiphany:  He  envisioned  an  en- 
tire process  by  which  he  could  feed  corn 
sugar  to  lactobacilli  that  would  exude 
ideal,  highly  concentrated  lactic  acid.  The 
lactic  acid  could  then  be  refined  easily 
into  PLA. 

Cargill  had  little  organic  chemistry 
experience  or  equipment,  so  Gruber  ea- 
gerly cooked  up  the  first  few  batches  of 
PLA  on  his  stove  at  home.  (His  wife, 
also  a  chemist,  didn't  flinch.)  When  he 
needed  to  make  bigger  batches  of  PLA 
to  test,  he  tracked  down  a  friend  of  a 
friend,  a  maintenance  man  for  a  soy 
processor  in  Sioux  City,  Iowa,  who  built 
him  an  SUV-size  minirefinery  that 
could  turn  out  10  pounds  an  hour. 

He  drove  the  thing  back  to  Min- 
nesota in  a  U-Haul,  but  then  realized 
part  of  it  was  too  big  to  get  into  his 
building.  So  one  weekend  he  rounded 
up  a  few  pals,  and  they  used  saws  to  cut 
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a  big  new  door.  This  sent  Cargill  exec 
into  another  rage.  I 

Gruber  brought  PLA  samples  to  mori 
than  a  dozen  plastics  makers,  including 
DuPont,  Monsanto  and  BASF.  Their  cus 
tomers  had  a  litany  of  requirements:  As ; 
film,  it  had  to  heat-seal,  twist  and  fold 
as  a  fiber,  it  had  to  resist  odor  and  stain) 
but  dye  well  and  not  burn  easily.  Mos' 
important,  the  polymer  had  to  flov* 
through  machines  already  in  use. 

By  1994  Gruber  had  his  PLA  jusi 
about  right,  but  he  needed  a  partner  tc 
help  produce  it  on  a  bigger  scale  anc 
introduce  it  to  the  market.  He  turned  td 
Dow.  Kathleen  Bader,  a  Dow  vice  presi- 
dent who  runs  four  plastics  divisions 
says  she  was  "absolutely  skeptical' 
when  she  first  took  Gruber's  call.  After 
18  months  studying  Cargill's  PLA,  Dow 
signed  on  as  a  50-50  partner. 

The  two  partners  have  spent  $20Q 
million  on  development,  plus  the  $300 
million  for  the  new  plant.  They  expect 
to  spend  another  $250  million  in  three 
years  to  increase  yields  and  coax  de- 
mand out  of  downstream  customers 
like  plastics  makers  and  buyers. 

Elsewhere  in  the  cornfield,  DuPont  is 
trying  to  make  part  of  its  new  polymer 
Sorona,  now  made  with  an  expensive 
petrochemical  process,  out  of  corn. 
Using  an  E.  coli  bacteria  that  eats  corn 
sugar  and  discharges  a  key  Sorona  ingre- 
dient will  save  DuPont  25%.  DuPont 
predicts  demand  for  Sorona,  which  turns 
out  a  soft  and  stretchy  fabric  like  a  cross 
between  nylon  and  polyester,  reaching 
1  billion  poimds  or  more  by  2010. 

Cargill  Dow  sees  a  world  market  for 
PLA  of  4.5  billion  pounds  and  $4.3  bil- 
lion in  just  three  years.  Most  of  its  out- 
put for  next  year  is  already  sold;  a  unit 
of  Celanese  hopes  to  sell  several  thou- 
sand tons  under  the  name  Biophan. 

PLA  would  make  a  perfect  wrapper 
for  cigarette  packs,  but  the  company 
wan.ts  a  squeaky-clean  eco-friendly 
image.  Anything  else  is  fair  game.  As 
badly  as  Gruber  wants  to  lead  the 
planet  toward  sustainable  development, 
he  keeps  profits  in  mind.  "Too  often," 
he  says,  "people  talk  about  sustainabU- 
ity  and  forget  that  if  there's  no  money 
flowing,  nobody's  doing  anything."  F 
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The  essentials  of  imaging 


Like  a  superstitious  painter  afraid  of  offending  anything  on  liis  palette, 
Tim  Burton  politely  refrains  from  picking  a  favorite  color. 
But  ask  him  about  his  least  favorite  and  you'll  get  one  impassioned  word:  yellow. 
Yellow  is  an  obvious  color,  says  Burton.  It  simply  does  not  fit  in  the  stories 
he  tells  on  film,  stories  of  mysterious  possibility  where  the  line  between 
fantasy  and  reality  is  deliberately  blurred. 

Yellow  has  no  place  in  a  world  where  the  scary  house  down  the  block  is 
clearly  inhabited  by  an  aging  mad  scientist;  a  nine-volt  battery  and  some 
aluminum  foil  can  bring  your  dead  dog  back  to  life;  and  aliens  have  not  only 
visited  us,  but  will  be  back  soon  with  reinforcements. 
With  yellow,  what  you  see  is  what  you  get,  a  quality  that  nothing  in 
Burton-land  shares. 

But  surely  there  must  be  another  reason,  a  psychological  torment 

that  would  create  such  a  powerful  emotional  response  to  a  mere  color. 

The  truth  is  that  Burton  hides  a  deep,  dark  personal  secret  about 

yellow  —  one  that  he  has  never  confessed  until  now. 

It  turns  out  that,  like  many  teenagers  in  the  1970s,  Mr.  Burton 

made  a  somewhat  dubious  fashion  choice  when  it  came  to  picking  out 

a  tuxedo  for  the  prom. 

Think  polyester.  Think  polyester  ruffles.  Think  bright  yellow  polyester  ruffles. 
"It  was  horrible,"  Burton  says.  "I  looked  like  a  bee,  and  I  acted  like  Carrie." 

Which  color  tells  your  story?  From  shades  of  gray  to  high-end  photographic 
reproduction,  Minolta's  new  printer/copier/scanners  capture  every  nuance. 
Minolta  delivers  the  color  of  success:  high  quality,  continuous  color  as  fast 
as  20  pages  per  minute. 

Learn  more  about  the  new  CF1501,  2001  and  9001  at  www.minoltausa.com. 
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Battle-Unready 

Biotech  firms,  rushing  to  create  new  defenses 
against  bioterrorism,  need  a  little  government  help. 


BY  ZINA  MOUKHEIBER 

BIOTECH  SHOP  ABGENIX  IS  AN  UN- 
likely  soldier  in  the  quiet  war  on 
bioterrorism.  It  genetically  engi- 
neers mice  to  make  them  produce 
human  antibodies  to  fight  cancer  and 
heart  disease,  but  for  two  years  Abgenix 
has  donated  some  of  these  furry  con- 
scripts to  the  military  for  a  darker  pur- 
pose. The  Army  injects  them  with  vac- 
cines against  deadly  viruses  such  as 
smallpox  and  Ebola  to  produce  anti- 
bodies against  bioweapons. 

And  so  days  after  terrorists  toppled 
the  World  Trade  Center,  Abgenix  chief 
science  officer  Geoffrey  Davis  had  a 
prescient  thought:  Anthrax  may  come 
next.  He  called  his  Army  contacts  and 
offered  to  use  the  mice  to  mass-pro- 
duce antibodies  for  anthrax  and  a 
panoply  of  other  evil  agents.  He  figures 
he  could  pull  it  off  in  18  months  and 
will  need  at  least  $20  million. 

A  month  into  the  anthrax  assault 
that  Davis  had  feared,  he  has  no  deal. 
That  underscores  the  vulnerability  of 
the  U.S.  as  it  tries  to  combat  a  new  kind 
of  invader.  Biotech  has  emerged  as  a 
strategic  asset  in  fighting  biological 
agents,  but,  as  Abgenix  learned,  private 
enterprise  won't  get  it  done  alone.  It 
must  overcome  one  unscientific  obsta- 
cle: a  lack  of  money.  And  it  needs  a  vital 
asset:  a  government  that  leads  the  way. 

"I  have  sent  numerous  letters  and 
e-mails  to  figure  out  who  the  appropri- 
ate contact  is.  It  is  a  question  of  pene- 
trating the  bureaucracy,"  says  Davis. 

The  White  House  has  requested 
$1.5  billion  to  fight  bioterrorism, 
including  $643  million  for  a  medicine 
stockpile  and  $35  million  for  speeding 
up  regulatory  approval  of  new  thera- 
pies. But  the  government  has  not 
allocated  money  for  research  and  devel- 
opment of  biowarfare  drugs. 

Venture  capitalists  are  loath  to  fill 
the  gap.  The  market  for  biowarfare 


antidotes,  unlike  that  of  cancer  or  heart 
disease,  may  disappear  once  the  threat 
of  bioterrorism  fades  from  the  front 
page.  Profits  from  an  anthrax  antidote 
taken  once  would  pale  beside  the  prof- 
its from  a  once-a-day  Alzheimer's  drug. 

"We're  nervous  about  chasing  artifi- 
cial market  opportunities,"  says  partner 
Michael  Carusi  of  Advanced  Technol- 
ogy Ventures  in  Waltham,  Mass,  a  $1.5 
billion  fund.  He  recently  got  pitches 
from  half  a  dozen  biotech  entrepre- 
neurs playing  up  the  defense  angle  in 
otherwise  unrelated  research. 

Some  biotechs  are  forging  ahead, 
hoping  government  and  private  equity 
will  catch  up  later.  "It  is  like  the  aviation 
industry  during  World  War  II.  We  have 
a  responsibility  to  leverage  our  technol- 
ogy," says  Jeremy  Levin,  a  biowarfare 
expert  and  chief  executive  of  Physiome 
Sciences,  whose  software  models  the  ef- 
fects of  drugs  on  the  body. 

Viral  Genomix  in  Philadelphia, 
which  usually  focuses  on  the  HIV  virus, 
is  trying  to  identify'  proteins  in  the 


smallpox  virus  that  cause  internal 
bleeding  and  inflammation.  Once 
found,  scientists  hope  to  craft  a  drug  to 
block  these  lethal  symptoms.  Nanosys, 
of  Cambridge,  Mass.  is  developing 
portable  biosensors  made  up  of  com- 
ponents one  ten-thousandth  the  width 
of  a  human  hair;  they  will  detect  trace 
amounts  of  anthrax  and  smallpox.  Nei- 
ther firm  has  scored  funding  as  yet. 

EluSys  Therapeutics,  a  privately 
held  outfit  in  Pine  Brook,  N.J.,  has  been 
working  gratis  with  the  Army  for  a  year 
to  develop  anthrax  drugs,  spending  $2 
million  of  its  $30  million  in  venture 
funds.  EluSys'  antibodies  cleanse  the 
blood  of  toxins  by  latching  on  to  and 
destroying  viruses  and  bacteria.  It 
hopes  to  have  an  anthrax  antidote  in 
two  years,  if  the  government  will  make 
a  market  for  it  by  stockpiling  it.  EluSys 
has  asked  the  Pentagon  for  up  to  $50 
million,  but  officials  have  demurred, 
saying  they  must  find  the  money. 

For  years  weapons  contractors  have 
benefited  from  long-term  federal  con- 
tracts and  public  research  labs.  Biotech 
firms  say  they  need  the  same.  "If  the 
government  doesn't  step  up  in  a  major 
fashion  to  treat  this  like  other  strategic 
concerns,"  warns  Physiome  Chief 
Jeremy  Levin,  "we  will  achieve  little."  F 
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WRQ  makes  complex  legacy  systems  work  with  the  latest 
Internet  technologies.  Call  it  integration.  Call  it  breaking 
down  barriers  between  host  information  and  the  employees, 
customers  and  business  partners  who  need  it.  Either  way, 
you  get  the  most  out  of  your  existing  IT  investments  and 
transform  your  company  for  the  next  economy.  It's  WRQ 
to  the  rescue  and  you're  the  hero.  Ask  us,  or  ask  AT&T, 
Cisco,  or  Raytheon  Missile  Systems  —  they  already  have 
their  heroes. 


Give  us  a  call  at  1.888.323. 1 71 7,  from  other  countries 
206.217.7100  or  visit  www.wrq.com/ads/herofbs,  and 
we'll  send  you  a  free  CD  we  call  our  Technology 
Transition  Toolkit.  It's  a  great  way  to  start  outfitting  your 
company  with  solutions  for  your  toughest 
integration  needs  and  host  access  from  any  desktop. 
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©  2001  WRQ,  Inc.  All  rights  reserved.  WRQ,  the  WRQ  logo,  Reflection  and  Verastream  are  registered  trademarks  or  trademarks  of  WRQ,  Inc. 
in  the  United  States  and  other  countries.  Other  brand  and  product  names  are  trademarks  of  their  respective  owners. 


liigital  Tools  By  StephenManes^ 


Here  Come  the  Tinycams! 


DIGITAL  STILL  CAMERAS  ARE  NOT  JUST  GETTING 
better.  They're  also  getting  smaller — to  the  point 
where  you  can  hide  one  behind  a  deck  of  playing 
cards.  The  big  benefit  of  a  tiny  camera  is  that  you 
can  tuck  it  in  a  pocket  wherever  you  go,  the  better 
to  capture  sunsets,  rainbows  and  unruly  behavior  you  might 
otherwise  have  been  unable  to  capture  for  the  ages.  You  can 
even  make  yourself  the  center  of  attention  by  playing  back 
your  masterworks  on  the  built-in  color  LCD. 

You  can,  that  is,  if  the  battery  holds  out.  The  dark  secret 
of  digital  photography  is  that  the  juice  has  a  way  of  running 
out  when  you  least  expect  it,  particularly  if  you  use  that  LCD 
a  lot.  Think  "cell  phone  battery,"  only  worse. 

But  image  resolution  has  finally  become  more  than  ade- 
quate for  even  serious  snapshooters.  As  a  rule  of  thumb,  2- 
megapixel  cameras  deliver  slightly  soft  8-by- 10-inch  prints, 
sharp  ones  at  smaller  sizes.  The  3-megapixels  produce 
slightly  soft  ll-by-14s,  sharp  8-by-lOs;  at  4  megapbcels,  even 
11 -by- 14s  look  crisp.  For  cameras  this  size,  the  pricing  met- 
ric is  simple:  Multiply  megapixels  by  $200. 

And  then  add  some  more.  To  keep  official  prices  down, 
all  these  cameras  shamelessly  ship  with  memory  cards  that 
can  hold  as  few  as  five  pictures  at  the  highest  resolution.  Un- 
less you  enjoy  the  prospect  of  frantically  deleting  old  shots 
to  make  room  for  new 
ones,  figure  on  shelling 
out  an  extra  $90  to  $180 
for  a  128-megabyte  slice 
of  memory.  Look  at  it  this 
way:  .At  least  you  won't 
have  to  buy  film  again. 

You  will  run  into  digi- 
tal annoyances.  There's 
usually  a  noticeable  delay 
after  you  snap  one  shot  be- 
fore you  can  snap  another. 
Optical  viewfinders  tend  to 
be  inaccurate.  LCD  screens 
give  you  a  better  sense  of 
what  you'll  shoot  and  what 
you've  shot,  but  they  by  no 
means  accurately  represent 
what  the  image  will  look 
like  on  a  computer  screen  or 
on  paper;  you'll  know  if 
you've  cut  oft"  Junior's  head, 
but  you  may  not  notice  the 
pesto  on  his  chin.  Each  pic- 


Minidigicams  cram 
megapixels  and 
features  into 
paim-size  packages. 
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ture  gets  its  own  meaningless 
filename,  so  archiving  can  be 
a  chore.  And  if  you  want  lots 
of  prints  of  every  last  shot 
there's  no  digital  option  as 
easy  as  dropping  off  a  roll  of 
film  at  the  local  drugstore. 

But  today's  digital  cam- 
eras make  it  simpler  than  evei 
to  transfer  pictures  into  com- 
puters. Machines  with  recent 
Windows  and  Macintosh  op 
crating  systems  usually  recog 
nize  the  camera  and  memory 
card  automatically  and  suck 
up  the  pictures  posthaste  over 
a  USB  cable.  Special  software 
for  older  models  offers  simi 
lar  capabilities  once  you  wade 
through  a  sometimes-tricky 
installation  process. 
A  retractable  zoom  lens  with  automatic  dust  cover  is 
standard  in  these  palm-size  units.  So  are  a  flash  and  a  cable 

that  can  connect  the  camera  to 
a  TV  set  for  a  slide  show — but 
generally  no  remote  control. 
All  these  cameras  can  take 
brief,  fuzzy  movies  that  might 
be  amusing  to  party  animals 
or  new  parents.  But  good  still 
pictures  are  what  these  units 
are  really  about. 

The  littlest  camera  I've 
tried    is    Kyocera's  $600 
Finecam  S3.  It  has  a  2X  opti- 
cal zoom  lens,  3.3-megapixel 
resolution  and  a  simple,  ele- 
gant design — though  no 
LCD  is  as  crisp  as  in  our  sim- 
ulated photo  (left).  In  my 
tests  it  took  decent  pictures, 
particularly  with  indoor  in- 
candescent light  that  gave 
most  other  units  trouble. 
Outdoors  some  of  the  col- 
ors seemed  a  bit  wan.  For 
storage  the  Finecam  uses 
the  pricey  postage-stamp- 


Get  hydrocarb 


th  increasingly  rigorous  emissions  standards 
ming  into  effect,  Visteon's  PZEV  Air  Induction 
stem  is  one  part  of  a  systems  solution  that  can 
Ip  automakers  meet  strict  emissions  requirements 
thout  sacrificing  engine  performance. 

^signed  and  developed  as  part  of  a  systems- 
sed  solution,  the  PZEV  Air  Induction  System 
duces  evaporative  emissions  with  a  vapor  trap 
at  prevents  hydrocarbons  from  exiting  the 
rottle  body  and  entering  the  atmosphere  when 
e  engine  is  off. 


This  flexible,  scalable  system  can  support  a 
variety  of  engines  and  can  allow  manufacturers 
to  adopt  a  common  air  induction  system  across 
an  entire  platform.  If  your  company  needs 
innovative  systems  solutions  that  will  help  meet 
environmental  regulations,  think  Visteon. 

Call  us,  or  visit  visteon.com  and  enter  the  code 
"pzevllf"  in  the  VISTconnect  field  on  our  home  page. 


I-  Visteon 


See  the  possibilities 


ww.visteon.com  VISTconnect  code:  pzevll  f  1.800.VISTEON  NYSE: 


size  Secure  Digital/Multimedia  (SD/MMC)  cards  that  can  be 
read  by  late-iiiodel  Palms;  to  transfer  images  to  a  bigger 
computer,  you  use  a  fast  little  USB  card  reader  that  comes  in 
the  box  and  acts  like  a  disk  drive. 

Unlike  some  competitors,  the  Finecam  can't  add  audio 
to  stills  or  movies.  That's  a  minor  drawback  compared  to 
the  battery,  which  drains  extremely  quickly  and  takes  five 
hours  to  charge — in  the  camera.  No  separate  charger  is  yet 
available,  which  means  that  even  if  you  buy  a  spare  battery, 
power  management  will  be  an  awkward  chore.  That  major 
annoyance  seriously  mars  an  otherwise  attractive  package. 

Another  3-megapixel  unit,  Sony's  flashy-looking  $600 
Cybershot  DSC-P5,  comes  in  a  wider  package  than  the 


crophone  can  capture  audio,  but  there  is  no  speaker  for 
playback.  An  irritation  in  the  unit  I  tested:  Several  distract- 
ing flecks  of  dust  in  the  optical  viewfinder. 

The  largest  and  most  visually  ungainly  of  the  bunch, 
thanks  in  part  to  a  useful  handgrip,  Nikon's  $400  Coolpix  775 
is  limited  to  2-megapixel  shots  that  I  found  slightly  less  satis- 
fying than  those  from  the  Canon.  Though  it  lacks  audio  ca- 
pabilities, it  does  come  with  a  3X  zoom  lens  and  a  low  price, 

The  dark  secret  of  digital  photography  is 
that  the  battery  has  a  way  of  running  out 
when  you  least  expect  it.  Buy  a  spare. 


Top  to  bottom:  Sony  Cybershot  DSC-P5, 
Nikon  Coolpix  775,  Canon  PowerShot  S300. 


Finecam,  has  a  more  versatile  3X  zoom  and  uses  Sony's 
slightly  cheaper  Memory  Stick  media.  It  did  a  particularly 
good  job  of  rendering  colors  accurately  in  outdoor  shots. 
Its  longer-running  battery  lets  you  see  a  display  that  shows 
approximately  how  long  the  electrons  will  keep  flowing. 
This  battery  tops  up  in  2.5  hours  inside  the  camera;  an 
optional  external  charger  costs  $60  extra.  This  is  the  only 
camera  I  tried  that  can  both  record  audio  and  play  it  back 
through  an  internal  speaker  to  wow  friends  and  acquain- 
tances; the  feature  would  be  nicer  if  the  movie  video  were 
actually  in  synch  with  the  sound. 

Canon's  compact  $500  PowerShot  S300  Digital  Elph  uses 
cheaper,  more  traditional  Compact  Flash  cards  and  comes 
with  a  separate  little  battery  charger.  With  a  3X  zoom,  its 
main  drawback  is  a  2-megapixel  maximum  resolution, 
which  limits  the  size  to  which  you  can  enlarge 
the  otherwise  very  attractive  images.  Its  mi- 


plus  a  separate  battery  charger.  Like  the 
other  cameras,  this  one  helpfully  includes 
plain-English  onscreen  descriptions  of  the 
otherwise  confusing  icons  that  dominate  the 
screen  menus.  But  the  pictographs  on  the  se- 
lector dial  atop  the  camera  are  so  cutely  baf- 
fling that  they  border  on  self-parody. 

As  the  digital  parade  marches  on, 
smallish  cameras  that  can  take  4-megapixel 
images  are  beginning  to  arrive.  Thicker 
and  heavier  than  the  Sony,  Canon's  $800 
PowerShot  S40  is  quite  a  load  for  most 
pockets.  It  offers  a  cornucopia  of  advanced 
options  that  most  people  will  never  use, 
including  a  dazzling  array  of  exposure  op- 
tions— thereby  making  it  more  confusing 
to  use  than  some  lesser  models.  But  it  also 
creates  excellent  images  capable  of  great 
enlargement. 

At  the  same  price,  the  new  4-megapixel 
Olympus  D40  offers  similar  capabilities  in  a 
case  that  cries  out  "plastic."  Though  the  pre- 
production  model  I  tried  was  extremely 
hard  on  batteries,  it  came  only  with  a  dis- 
posable lithium  battery.  Adding  a  charger  and  high-capacity 
rechargeable  AA  cells  would  be  virtually  mandatory. 

Digital  photography  isn't  for  everyone — if  you  don't  use 
computers,  you  don't  want  a  digicam — but  with  new  mod- 
els appearing  constantly,  the  Web  has  become  a  superb  re- 
source for  the  undecided.  Canon  and  Nikon,  for  example, 
offer  manuals  on  their  sites,  giving  you  a  detailed  sense  of 
exactly  how  each  camera  works.  Better  still,  the  Web  sites  at  | 
dpreview.com  and  imaging-resource.com  offer  even  more 
minute  detail  about  the  cameras,  right  down  to  almost 
fetishistic  closeups  of  buttons  and  LCD  menus  and  lots  of 
sample  photos. 

And  while  you're  comparing  notes  on  the  Web  and  de- 
ciding what  to  do,  you  can  visit  a  retail  site  and  order  a  $10 
disposable  film  camera  to  tide  you  over.  F I 
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A  supply  chain  is  built  around  demand.  And  because  demand  can  go  from  overwhelming  to 
underwhelming  in  minutes,  it  can  wreak  havoc.  That's  why  the  mySAP™  Supply  Chain  Management 
solution  integrates  seamlessly  to  handle  the  hazards  of  supply  and  demand.  It  puts  customers  at  the 
center  of  a  networked  supply  chain,  helping  you  anticipate  market  changes  and  fill  orders  taster.  It  also 
allows  for  high  visibility,  so  vendors  and  suppliers  can  work  together  efficiently.  Which  makes  it  the 
only  collaborative  .SCM  solution  that  can  turn  a  supply  chain  into  a  profit  center.  For  more  info, 
call  800  872  1727  or  head  to  www.sap.com 


THE  BEST-RUN  E-BUSiNESSES  RUN  SAP 


...t  I  SIN  VESTING 

Short  Story 

Garrulous  Manuel  Asensio  takes  a  vicious  pleasure  in  trashing  stocks  he  thinks  are 
overvalued.  His  enemies  say  he's  a  big  bully— but  that  doesn't  mean  he  isn't  right. 


BY  BRETT  NELSON 

SHORT-SELLERS  TEND  TO  MOVE 
under  cover  of  darkness, 
launching  stealthy  guerrilla 
raids  on  stocks  they  deem 
ready  for  a  fall.  Not  Manuel 
Asensio,  a  combative  soul  whose  noisy 
frontal  assaults  on  his  targets  have 
made  him  one  of  the  least  popular  fig- 
ures on  Wall  Street.  Where  fellow  short- 
sellers  deliver  sotto  voce  comments  on 
their  picks  to  a  select  few,  he  takes  short 
positions  then  posts  vituperative 
screeds  on  the  Web  site  for  nine-year- 
old  Asensio  &  Co.,  a  broker-dealer  and 
hedge  fund  manager.  Other  money 
managers,  longs  and  shorts  alike,  dis- 
cuss stocks  with  owlish  aplomb.  Asen- 
sio rants  about  "fi-auds"  and  "scams," 
sounding  like  Al  Pacino  in  Scarface. 

"Buy  the  wrong  stock  at  the  wrong 
time  and  you're  going  to  lose  your  [ex- 
pletive] money — and  never  get  it  back," 
pontificates  Asensio,  author  of  a  recent 
self-congratulatory  book,  Sold  Short 
(John  Wiley  &  Sons).  Another  familiar 
refi-ain:  "People  think  Wall  Street  raises 
money  effectively  for  our  economy,  that 
it's  an  important  part  of  our  capitalist 
system.  It's  not.  It's  a  bunch  of  people 
that  care  about  theii-  apartments  on  Park 
Avenue." 

Don't  think  the  47-year-old  Har- 
vard Business  School  grad  is  some  kind 
of  socialist,  however.  "We're  in  it  for  the 
money,"  admits  Asensio,  who  has  al- 


ways worked  for  himself  except  for  a 
brief  stint  at  Bear  Stearns.  "But  we're 
glad  we're  on  the  right  side." 

A  Cuban  refugee  who  came  to 
America  at  age  6,  Asensio  seems  to  rel- 
ish his  outsider  status.  Example:  He 
wants  to  do  away  with  the  downtick 
rule,  which  forbids  shorting  when  a 
stock  is  sliding.  Other  shorts  like  the 
rule  because  it  keeps  regular  investors 
out  of  their  game.  Asensio  also  wants  to 
do  away  with  the  rule  forbidding  shorts 
from  suing  their  targets.  Plus,  he  prefers 
to  beat  up  on  smaller  stocks;  his  peers 
like  bigger,  more  liquid  issues. 

Yet  Asensio's  zest  for  battle  really 
sets  him  apart.  He  has  been  involved  in 
a  long-running  legal  fight  with 
Philadelphia-based  Hemispherx  Bio- 
pharma,  maker  of  a  chronic  fatigue 
syndrome  drug  that  he  believes  is  snake 
oil.  The  company  angrily  denies  his 
charges  and  has  sued  him  for  defama- 
tion. Thus  far  he  has  spent  $4  million  in 
lawyers'  fees  to  contest  Hemispherx's 
lawsuit,  more  than  he  made  shorting 
the  stock,  which  has  fallen  to  $4  from 
$12  since  the  tiff  erupted  in  1998.  Asen- 
sio says  he  has  settled  six  other  lawsuits 
without  payment  or  admitting  fault. 

One  outgrowth  of  the  Hemispherx 
donnybrook  has  been  a  National  Associ- 
ation of  Securities  Dealers  probe  of  his 
actions,  which  resulted  in  his  paying  a 
$75,000  fine  and  being  forced  to  retake  a 
broker's  exam.  He  dismisses  the  NASD 


findings — for  instance,  that  he 
failed  to  keep  records  of  when 
he  borrowed  shares — as  "al- 
leged hypertechnical  viola- 
tions" and  is  contesting  them. 

Still,  amid  all  the  criti- 
cism that  he's  just  a  bully,  the 
truth  remains  that  Asensio 
has  a  remarkably  good  track 
record.  Since  1996  Asensio 
has  written  Web  reports  on 
27  companies — 22  of  which, 
he  claims,  have  lost  at  least 
50%  of  their  value  since. 
Eight  of  these  are  deHsted  or 
defunct.  To  him,  shorts  keep 
the  market  honest  by  picking 
off  overvalued  companies. 

His  method  is  to  scour 
the  market  for  a  hot  stock, 
then  dig  into  its  financials 
and  interview  outside  ex- 
perts in  the  target's  field,  trying  to  see  if 
its  business  plan  and  products  hold  up. 
He  doesn't  care  whether  there's  a  bull 
or  bear  market  occurring.  Weak  com- 
panies know  no  season,  Asensio  says. 
To  those  who  accuse  him  of  causing 
panics  and  manipulating  prices,  Asen- 
sio retorts  that  longs  can  promote  with  i 
abandon,  so  his  voice  is  no  less  valid. 

Square  in  his  crosshairs  lately  is 
$213  million  (market  cap)  Research 
Frontiers,  a  Woodbury,  N.Y.  outfit  that 
licenses  "smart-window"  technology — 
where  you  can  electronically  dim  a 
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window,  eliminating  the  need  for  shut- 
k  ters.  Yet  in  its  36-year  history  Research 
Frontiers  has  never  earned  a  dime.  Its 
licensees  have  announced  just  two 
commercial  sales  (one  for  a  mere 
$10,000),  and  it  survives  on  cash  raised 
in  stock  offerings.  Asensio  has  slammed 
the  company  in  nine  reports  for  issuing 
"misleading"  press  releases  to  pump  the 
stock  when,  he  says,  "it's  clearly  a  zero." 

Since  Asensio's  first  report  on  it  in 
June,  Research  stock  is  down  27%  to 
$18,  versus  a  13%  loss  for  the  S&P  500. 
"Asensio  is  trying  to  sabotage  our  busi- 


ness," says  General  Counsel  Joseph 
Harary.  Harary  concedes  it  took  years 
to  build  momentum  at  Research  but 
insists  more  orders  are  on  the  way. 

Now,  we  don't  recommend  that  you 
short  anything  with  less  than  a  $300 
million  market  cap  because  often  the 
shares  are  scarce.  Asensio,  though,  has 
several  new  crusades  that  meet  our  cri- 
teria {see  table). 

Like  Irvine,  Calif.-based  Intersil 
(market  cap:  $3.7  biUion),  which  makes 
computer  chips  for  cards  that  plug  into 
laptops  to  connect  wirelessly  to  other 


Fall  Guys 

Asensio  predicts  these 
stocks,  off  their  highs  in 
a  bear  market,  will  be 
dropping  because  of 
fundamental  flaws. 


Intersil 

RECENT  PRICE 

52-WFFKHinH 

 $45m„ 

TRAILING 

12-MQNTH  P/E 

COVER  AT 

Kos  Pharmaceuticals 

.BECENIMCL  J  52-WEEKHM_ 

^9J1^   $4£mL 

TRAILING 

i2iaiMntE/E_i  nnvFRAT 

 NM  \  $2L00_ 

Qimlcimmn  


RECENT£BJE£.._ 
TRAILING 


J  52-WEEK  HIGH_ 

i  $10780 


1  $25.00 

SureBeam 

._.Ji£CENl£RlCL.^ 

$11.45  _ 

TRAILING 
12-MGNTHP/E 

 5Z-WEEKH1G1L. 

_^19.45_ 

COVER  AT 

NM 

$1.50 

Verisi^ 

.  HECENTPJilCE 

TRAILING 
 12:MDNTH  P/E 

NM 

„  „  52:W££K  HIGL 

$146.44 

COVEBAT  

S;io.oo 

NM:  Not  meaningful  because 

no  earnings.  Source;  FT  Interactive  Data 

devices  and  networks.  Intersil  has  a 
70%  share  of  the  market  for  gear  based 
on  what  techies  call  the  802.11b  stan- 
dard, meaning  that  data  gets  broadcast 
at  a  frequency  of  2.4  gigahertz. 

Asensio  thinks  that  rivals'  new  chips 
for  a  5-gigahertz  standard,  delivering  20 
times  more  bandwidth  to  handle  larger 
streams  of  data  faster,  will  slam  Intersil. 
The  company  admits  that  its  new  de- 
velopment lags  Atheros  Communica- 
tions, which  is  already  shipping  the  new 
chips.  Nonetheless  it  notes  that  the  new 
standard  won't  be  accepted  globally  for 
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Shaky  Dividends 

REITs  offer  lush  payouts.  But  some  of  them  are  too  good  to 
last.  Where  are  yields  likely  to  tumble?  Where  might  they  rise? 


/ears,  giving  it  time  to  ramp  up  its 
own  5-  gigahertz  product. 

Trouble  is,  its  basic  business  is 
hurting  from  new  competition  that 
has  brought  pricing  pressures.  Gross 
margins  on  lib-based  chips  have 
fallen  to  40%  fi"om  70%  in  two  years. 
In  October  Citicorp  Venture  Capital, 
Intersil's  biggest  investor,  dumped  14 
million  shares,  now  trading  at  90 
times  trailing  earnings. 

At  least  Intersil  has  some  earnings. 
The  same  can't  be  said  of  his  other  tar- 
gets lately,  not  even  a  monopoly  such 
as  Mountain  View,  Calif.-based 
Verisign  (cap:  $7.9  billion).  It  has  a 
government  franchise  to  allocate,  for  a 
fee,  all  32  million  U.S.  Internet  domain 
names  ending  in  dot-com,  dot-org 
and  dot-net,  and  to  renew  them  after 
their  two-year  terms  expire. 

Asensio  wrote  in  May  that  Verisign 
was  "grossly"  overvalued  at  $60,  pre- 
dicting weaker  growth  ahead.  His  rea- 
soning: Name-granting  growth  is 
slowing  along  with  the  ebbing  of  the 
Internet  boom.  He  rejects  Verisign's 
argument  that  the  slowdown  is  tem- 
porary, brought  on  by  a  purging  of 
Web-name  squatters. 

Another  Asensio  prey  is  Kos  Phar- 
maceuticals ($603  million  cap),  which 
has  high  hopes  for  Advicor,  its  new 
cholesterol  drug.  Asensio  says  Advicor 
has  no  advantage  in  a  mature  $10  bil- 
lion market  dominated  by  Pfizer, 
Merck  and  Bristol-Myers  Squibb. 
Chief  Executive  Daniel  M.  Bell  admits 
he  has  only  300  sales  reps  against  the 
triumvirate's  12,000,  but  says  he  has  a 
superior  product  that  both  spurs  good 
cholesterol  and  lowers  bad.  Meantime, 
Kos  burns  through  a  scary  $9  million 
of  its  $50  million  in  cash  each  quarter. 

Asensio's  also  down  on  San 
Diego-based  SureBeam  ($640  mil- 
lion), whose  electronic  beams  prom- 
ise to  kill  anthrax  spores  (see  story, 
p.  46).  He  dislikes  its  growing  ac- 
counts receivable.  And  he  takes  a  flier 
on  heavyweight  Qualcomm  ($40  bil- 
lion). Asensio  doubts  future  licensing 
revenues  from  its  CDMA  digital  tech- 
nology will  keep  up  with  other  wire- 
less standards.  F 


BY  STEPHANE  FITCH 

ON  THE  SURFACE,  V^AT'S  NOT 
to  love  about  shares  of  nursing 
home  owner  Health  Care 
REIT?  At  $25,  they're  priced  at 
a  reasonable  15  times  earnings 
for  the  12  months  trailing.  This  real  estate 
investment  trust  pays  $2.34  per  share  in 
dividends,  for  a  lavish  9.3%  yield.  The 
stock  has  been  hot  recently,  up  62%  from 
its  52-week  low.  And  it's  in  what  seems  a 
recession-proof  business;  none  of  us  is 
getting  any  younger,  after  all. 

The  problem  is  that  this  REIT  and 
many  like  it  are  too  generous  with  divi- 
dends. How  much  longer  can  they 
stubbornly  hold  on  to  the  high  Wall 
Street-pleasing  payouts?  REIT  dividends 
are  far  from  guaranteed,  especially 
when  a  trust's  fundamentals  are  falter- 
ing. By  contrast,  stingier  REITs  are  in 
better  shape  to  weather  bad  times  and 
even  hike  dividends  (set'  table,  p.  220). 
"Some  REITs  have  high  yields  for  a 


reason,"  says  mutual  ftmd  manager  An- 
drew Davis — the  payouts  are  vulnera- 
ble. From  his  perch  as  head  of  $400  mil- 
lion Davis  Real  Estate  Fund,  which 
invests  in  REITs,  he  sees  an  alarming 
number  of  trusts  unlikely  to  keep 
ladling  out  the  bounty.  In  exchange  for 
not  paying  taxes,  REITs  must  fork  over  at 
least  90%  of  their  net  incomes  to  share- 
holders. Great,  as  long  as  the  earnings 
don't  decline. 

A  few  already  have  sHced  dividends. 
Take  billionaire  Richard  Rainwater's  REIT 
in  Fort  Worth.  Hurt  by  falling  demand 
for  its  office  and  hotel  properties,  plus 
pricey  investments  in  cold  storage  and 
residential  development.  Crescent  Real 
Estate  Equities  cut  its  earnings  outlook 
for  200 1  by  1 3%  and  its  dividend  by  32% 
in  October.  And  after  the  terrorist  strikes 
worsened  the  flagging  demand  for  rooms 
in  Marriott  hotels — one,  sitting  next  to 
the  World  Trade  Center,  was  destroyed — 
Host  Marriott  said  it's  likely  to  pay  no 
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What's  the  sound  of  a  market  turning  around?  Janus  is  keeping  bodi  ears  open.  Searching  out  the  companies  that  can 
perform  today,  and  offer  the  best  promise  for  tomorrow.  Never  relying  on  numbers  alone,  but  tuning  in  to  the  whole  story 
about  the  companies  behind  the  stocks.  It's  the  same  approach  that  has  gotten  Janus  ahead- with  the  volume  turned  up. 


JANUS 

Get 

there. 

introducing  Janus  Global  Value  Fund 


Janus  Global  Value  Fund  seeks  long-term  growth  of  capital  by  investing  in 
companies  of  any  size,  anywhere  in  the  world,  which  Janus  finds  reason  to  believe 
are  undervalued  relative  to  their  intrinsic  value.  Launch  date:  June  29, 2001. 
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dividend  for  the  fourth  quarter  and  a 
much-reduced  dividend  next  year.  It  had 
been  shoveling  out  $1 .04  yearly,  an  enor- 
mous 16%  yield.  Both  REITs  say  they 
needed  to  retain  more  cash  flow  to  deal 
with  short-term  problems,  and  they 
hope  to  restore  their  dividends  to,  the  old 
levels. 

To  get  a  handle  on  who  might  be 
next,  compare  dividend  checks  to  ad- 
justed funds  from  operations  (aFFO),  a 
measure  of  real  estate's  cash-generating 
ability.  Banc  of  America  Securities  ana- 
lyst Lee  Schalop  says  dividends  that 
consume  more  than  85%  of  this  modi- 
fied FFO  number  are  suspect. 

To  make  the  definition  a  bit  more 
precise,  start  with  FFO.  This  is  defined 
as  net  income,  plus  depreciation,  minus 
nonrecurring  gains  and  losses.  That 
makes  sense:  Accounting  rules  require 
REITs  to  subtract  depreciation  in  arriv- 
ing at  net  income,  but  real  estate  tends 
to  appreciate  in  value,  not  depreciate. 

The  adjustment  we're  talking  about 
is  to  subtract  maintenance-level  capital 
expenditures,  such  as  for  boilers, 
plumbing  and  roofs.  If  you  are  lucky, 
the  REIT  you  are  interested  in  will  make 
a  careful  distinction  between  mainte- 
nance-type cap  ex  and  the  other  kind — 
purchasing  new  properties. 

With  this  in  mind,  let's  have  a  closer 
look  at  Toledo-based  Health  Care  REIT. 
Analyst  Warner  Griswold  of  Green  Street 
Advisors  in  Newport  Beach,  Calif  says 
the  $2.34  per  share  in  dividends  it  paid  in 

Payout  Prognostications 


the  past  1 2  months  was  more  than  its  ad 
justed  FFO  per  share  ($2.23).  In  othei 
words,  the  company  retained  no  earn 
ings  and  probably  had  to  finance  its  div 
idend  payment  in  part  with  debt  or  eq 
uity.  Things  will  be  a  bit  easier  next  year  I 
because  Health  Care  is  buying  more  rev- 
enue-generating old  folks'  homes. 

Griswold  figures  the  company  wil] 
still  be  paying  out  98%  of  its  adjusted] 
FFO  in  2002.  He  says  that's  still  way  too 
high.  The  REIT  has  suffered  because  ol 
stricter  government  reimbursements 
for  nursing  home  patients.  For  what  it's 
worth,  the  company  contends  the  divi^ 
dend  won't  be  reduced. 

Fortunately  for  the  income-hungry 
investor,  there  are  safer  dividends  to  be 
found  in  REITs.  One,  on  a  list  of  safe 
bets  developed  by  Schalop,  is  from  Los 
Angeles-based  Kilroy  Realty,  an  owner 
of  office  buildings  and  warehouses, 
whose  dividend  is  $1.92  a  share,  or  a 
manageable  83%  of  the  $2.30  a  share  in 
adjusted  FFO  it  will  probably  earn  this 
year.  Kilroy  shares  are  trading  for  $24, 
so  they're  yielding  a  nice  8%  now. 

There's  more  than  safety  here;  there's 
a  real  possibility  of  growth.  With  a  solid 
core  of  long-term  leases  that  should  see  it 
through  the  downturn,  the  company  has 
access  to  cash  for  future  investments  that 
may  further  enrich  FFO.  Even  with  a  re- 
cession, adjusted  FFO  is  likely  to  hit  $2.67 
next  year  and  keep  growing  at  8%  over 
the  long  term,  says  Schalop.  That  should 
mean  fatter  payouts  down  the  road.  F 


f 


Investors  may  get  jolted  by  REITs  whose  cash  flows  go  almost  totally  to  dividends. 


Recent 

2002 

Payout 

Name 

price 

Dividend 

Yield 

AFFO' 

ratio^ 

DIVIDEND  IN  DANGER 

Health  Care  REIT 

$25 

$2.34 

9.3% 

$2.39 

98% 

JDN  Realty  Corp 

11 

1.08 

10.2 

1.04 

104 

New  Plan  Excel  Realty  Trust 

18 

1.65 

9.1 

1.66 

99 

U.S.  Restaurant  Properties 

14 

1.32 

9.2 

1.32 

100 

DIVIDEND  SOLID 

Apartment  Investment  &  Mgmt  Co 

42 

3.12 

7.4 

4.79 

65 

General  Growth  Properties 

37 

2.60 

71 

4.87 

53 

Kilroy  Realty 

24 

1.92 

8.0 

2.67 

72 

Simon  Property  Group 

28 

2.10 

76 

3.48 

60 

'Projected  per-share  net  plus  depreciation  minus  capital  expenditures  for  fixup.  ^Dividend  as  percent  of  projected  2002 
AFFO.  Sources.  Banc  of  America  Securities:  Greer)  Street  Advisors, 
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Q:   Is  being  born  into  wealth  a  burden? 

A:    It  doesn't  have  to  be.  But  it  does  come  with  its  own  set  of  complexities.  Parents  grapple  with  issues  beyond  the 
technical.  What  is  the  effect  of  inheritance?  How  do  you  instill  a  sense  of  responsibility  in  children  who  may  never 
have  to  work:  Even  allotuances  can  become  an  issue. 


Q:   What  is  Family  Advisory  Practice? 

A:  We're  a  division  of  The  Citigroup  Private  Bank  devoted  to  helping  clients  think  through  the  human  implications  of 
'       their  wealth. 

Q:   Can  you  elaborate? 

A:    It's  not  just  about  increasing  or  preserving  assets.  Parents  want  their  wealth  to  bring  about  the  best  possible  experience 
for  those  they  care  about  most— their  children.  Family  philanthropy  is  the  next-most-common  issue  for  us. 

Q:   This  doesn't  sound  like  a  banker  talking. 

A:    I'll  take  that  as  a  compliment. 

Q:   One  would  expect  to  hear  about  financial  products  for  affluent  families. 

A:    Obviously,  we  make  our  living  providing  comprehensive  financial  solutions  for  people.  But  we  can  do  that  much 
better  ivhen  we  have  a  clear  understanding  of  our  clients  and  their  values.  So  it  isn't  all  that  far  afield  when  you 
think  about  it. 


To  have  your  own  dialogue  with  us,  call  1.800.996.2500,  ext.  480. 


citigroupj 

private  bank 


Ninety  offices  in  fifty-eight  cities  around  the  world. 


The  Citigroup  Private  Bank"  provides  services  and  products  through  various  Citigroup  affiliates.  Not  all  services  and  products  are  available  at 
I  all  locations.  For  more  information,  contact  a  private  banker  or  relationship  manager.  ©?001  Citicorp  All  rights  reserved. 


Investors'  reg|jpt  Truckyss 
and  Louise  Trockman  losf 
half  their  $1.3  million. 


Merrill  Peril 

In  a  bear  market,  customers  look  for  someone  to  blame— like 
the  broker.  Arbitration  claims  mount  at  the  biggest  one. 


BY  MICHAEL  FREEDMAN 

IRV  S.  (TRUCKY)  TROCKMAN  WORKED 
his  whole  Hfe  in  the  wholesale  tire 
and  then  the  jewelry  business  until 
retiring  in  1999.  That  year  he  and 
wife  Louise  entrusted  $1.3  million  to 
Weldon  R.  Putty,  a  broker  at  a  Dallas 
branch  of  Merrill  Lynch.  Trockman  told 
the  broker  he  wanted  to  make  8%  a  year. 
If  nothing  else,  Trockman  remembers 
saying,  save  the  principal.  With  the  S&P 
500  up  27%  the  year  before,  he  figured 
the  nation's  largest  brokerage  could  de- 
liver for  him. 

Big  mistake.  He  now  claims  in  an 
arbitration  suit  filed  with  the  National 
Association  of  Securities  Dealers  that 
rather  than  investing  his  money  for  the 
long  term,  the  broker  bought  tech 
stocks  like  Micron  Technology  and  Or- 
acle, only  to  sell  them  days  later  at  a 
loss.  The  broker  went  in  and  out  of 
commission-generating  class-B  shares 
of  mutual  funds,  the  complaint  says. 
And  he  traded  stocks  on  margin,  cost- 
ing Trockman  $10,000  in  interest. 
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Putty,  who  still  works  at  Merrill,  has 
not  returned  calls  asking  for  comment. 
Merrill,  which  sent  Putty  to  Hawaii  in 
April  as  a  reward  for  his  productivity,  ac- 
cording to  the  complaint,  denies  the  al- 
legations. Trockman,  meanwhile,  is  out 
$600,000 — and  he's  furious.  "This  was  a 
flimflam,"  he  says. 

There  are  a  lot  more 
complaints  like  this. 
During  the  crazy  bull 
market — stocks  dou- 
bled between  1996  and 
the  century's  end — it 
was  easy  to  make 
money  with  either  spec- 
ulative stocks  or  margin 
buying.  When  the  mar- 
ket came  crashing 
down,  the  customers 
predictably  said  their 
brokers  must  have  mis- 
understood their  toler- 
ance for  risk. 

Complaints  against 
brokers  are  up.  Cus- 


Since  1998  Merrill's 
complaint  rate  has 
outpaced  the  industry's 

100% 

%  increase  in  cases 

80 

Merrill  Lynch 


•98 


■99 


Source;  National  Association  of 
Securities  Dealers. 


tomers  filed  4,938  arbitration  casesi 
against  brokers  in  1998;  for  the  first 
nine  months  of  this  year  the  count  (an- 
nualized) is  6,639,  a  34%  increase.  The 
thundering  herd  seems  to  have  stepped, 
on  more  than  its  share  of  toes.  At  Mer- 
rill, with  14,500  brokers  handling  $1.5 
trillion  in  assets,  the  case  count  has 
surged  from  195  in  1998  to  an  annual 
ized  385  so  far  this  year. 

We  got  these  figures  by  examining 
NASD  records.  Merrill  disputes  our 
counts,  arguing  that  the  growth  in 
claims  filed  against  the  firm  is  roughly 
equal  to  or  less  than  the  increase  indus- 
trywide. But  the  firm,  which  says  it  has 
a  strong  compliance  record,  refuses  to 
give  its  own  figures.  It  won't  comment 
on  individual  claims,  saying  they  are 
without  merit. 

The  plaintiff  law^yers  who  make  a 
living  filing  securities  cases  have  their 
own  theory  about  Merrill's  arbitration 
claim  hikes.  Between  1997  and  2000 
Merrill  increased  sales  45%  to  $45  bil- 
lion, even  as  cheap  online  trading,  dis- 
count brokerages  and  no-load  index 
funds  cut  into  its  business.  Brokers  may 
have  reached  for  commissions,  and 
compliance  may  have  suffered.  "I  think 
they  may  have  made  the  conscious  de- 
cision to  look  the  other  way,"  says  An- 
drew Stoltmann,  a  Chicago  lawyer. 

These  complaints  come  at  a  bad 
time.  Merrill's  net  revenue  has  dropped 
16%  to  $17  billion  for  200 1's  first  nine 
months,  with  third-quar- 
ter earnings  per  share 
down  53%  to  44  cents. 
Stanley  O'Neal,  the  for- 
mer brokerage  unit  head 
who's  now  number  two 
and  heir  apparent  to  boss 
David  Komansky,  has 
slashed  at  least  $800 
million  in  expenses  and 
6,100  jobs  since  last  year. 
He  is  also  rewarding 
brokers  for  favoring 
wealthy  clients  and  gener- 
ating larger  trades.  That 
move  could,  however,  in- 
vite more  Trockman-like 
complaints  if  the  market 
slips  anew.  F 
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As  a  business  grows,  new  challenges  unfold.  In  order  to  flourish,  you  must  adapt.  At  Wausau,  our  experience 
and  flexibility  enable  us  to  handle  whatever  comes  up.  No  matter  how  tough  or  how  delicate  it  may  be. 

Wausau  Insurance  Companies  ■  2000  Westwood  Drive,  Wausau,  Wl  54401  ■  wausau.com  ■  A+  A.M.  Best  Rating  ■  Member  of  Liberty  Mutual  Group 

What  can  we  do  to  help  you? 


Steel-Plated  Survivors 

The  steel  industry  is  facing  its  biggest  crisis  in  decades,  but  these 
survivors  could  get  a  boost  from  expected  restrictions  on  imports. 
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Sources:  U.S.  International  Trade  Commission:  FT  Interactive  Data  via  FactSet  Research  Systems. 


BY  TRICIA  MCGINNIS 

AFTER  YEARS  OF  ANTIDUMPING 
lawsuits  and  legal  wrangling,  the 
ailing  domestic  steel  market  is  set 
to  get  some  measure  of  protection.  On 
Oct.  22  the  U.S.  International  Trade 
Commission  found  that  in  12  of  33  steel 
categories  under  investigation,  imports 
were  harming  domestic  production. 

Remedies  could  take  the  form  of  tar- 
iffs or  quotas,  but  the  net  effect  should 
be  a  boost  in  the  price  of  steel  products. 
This  is  good  news  for  U.S.  steel  compa- 
nies, bad  news  for  consumers,  automak- 
ers and  appliance  makers. 

Since  1998  at  least  a  dozen  U.S.  steel 
producers — including  Bethlehem  Steel, 
LTV  Steel  and  Wheeling-Pittsburgh 
Steel — have  sought  bankruptcy  protec- 
tion, but  the  five  companies  below  are  still 
eking  out  profits.  No  surprise,  all  expect  to 
post  a  decline  in  net  income  this  year — 


These  steel  companies  have  held  their  own  in  2001  and  are  poised  for  gains  in  2002. 


ESTIMATED 

Market 

Company 

Recent 
price 

2002 
P/E 

EPS 

growth' 

value 
(Smil) 

Yield 

Allegheny  Teclinologics 

$15.01 

24 

9% 

$1,205 

5.3% 

Nucor 

41.33 

21 

11 

3,214 

1.6 

Quanex 

26.80 

11 

14 

359 

2.4 

Steer  Dynamics 

10.50 

32 

22 

480 

0.0 

Worthington  Industries 

13.11 

13 

11 

1,119 

4.9 

Prices  as  of  Nov.  1,  'Annualized  over  fhe  next  three  to  five  years.  Sources:  Bloomberg  Financial  Markets:  FT  Interactive 
Data  and  Market  Guide  via  FactSet  Hesearct}  Systems. 

>■  Economy  watch 


Americans  are  refinancing  their 
mortgages  at  record  levels.  Danny 
Seitz,  an  analyst  at  Instinet's  In- 
vestment Strategy  Group,  says  that 
in  the  three  months  following  five 
heavy  refinancing  cycles  (since  the 
start  of  the  second  quarter  of  1993) 
retail  stocks  were  ahead  of  the  S&P 
500  by  an  average  of  5%. 

Mortgage  refinancing  index  [  

March  1990  =  100 
Seasonally  adjusted 


but  security  analysts  expect  them  to  post 
at  least  9%  average  annual  earnings 
growth  over  the  next  three  to  five  years. 

For  example,  Nucor,  the  largest  North 
American  steel  producer,  is  expected  to 
bounce  back  to  1998's  $3-per-share  profit 
level  next  year  after  a  60%  earnings  drop 
for  the  first  three  quarters  of  2001.  A  lift 
in  steel  prices  should  help  Nucor  achieve 
that  comeback.  An  18%  decline  in  com- 
posite steel  prices  more  than  overcame  a 
tonnage  increase,  to  force  revenues  down 
12%  over  the  nine  months. 

Historically,  Nucor's  profit  margins 
have  surpassed  the  industry  average. 
Currently  under  construction  is  a  miU 
that  employs  a  new  casting  technology 
designed  to  greatly  reduce  slab  produc- 
tion costs.  The  Crawfordsville,  Ind.  mill 
will  fire  up  in  the  first  half  of  next  year. 
Nucor  sells  for  21  times  2002  estimated 
earnings  and  yields  1.6%.  F 
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Data  as  of  Nov.  I.  Source:  Instinct  Research. 
www.lnstinetResearchWorks.com 


U.S.  Economy 

MEAN 

4-WKCHG 

Consumer  Price  Imiex 

2.8 

-5.0% 

Real  GDP 

0.9 

-21.7 

Deflation  ahead?  Economists  have 
cut  their  2001  CPI  estimates  9%,  to 
2.8%,  since  the  beginning  of  August. 


Estimated  annual  change  In  Consumer  Price  Index 


Aug  Sept 

Data  as  of  Nov  / 


Oct 


YEAR 


acting  U.S.  markets 


EPS  CHANGE  EXPECTED 
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In  The  Grand  Alliance,  Winston  Churchill  recalled  his 
thoughts  oi  December  7,  1941,  upon  hearing  news  of  Pearl 
Harbor:  "Some  said  [Americans]  were  soft,  others  that  they 
would  never  be  united....  They  would  never  come  to  grips. 
They  would  never  stand  blood-letting.  Their  democracy. . . 
would  paralyze  their  war  effort....  Now  we  would  see  the 
weakness  ot  this  numerous  but  remote,  wealthy,  and  talkative 
people.  But  1  had  studied  the  American  Civil  War,  fought 
out  to  the  last  desperate  inch....  1  thought  of  a  remark... 
[by]  Edward  Grey... that  the  United  States  is  like  'a  gigantic 
boiler.  Once  the  fire  is  lighted  under  it  there  is  no  limit  to 
the  power  it  can  generate'." 


Churchill  was  at  once  a  statesman  and  a  historian.  This 
combination  is  no  accident.  Statesmanship  requires  a 
commanding  knowledge  of  present  facts,  but  also  of  timeless 
principles.  It  involves  leading  nations,  but  also  seeing  clearly 
the  destination.  For  this  reason  Churchill  championed 
liberal  arts  education:  "This  is  an  age  of  machinery  and 
specialization,  but  I  hope... that  the  purely  vocational  aspect 
ot  university  study  will  not  be  allowed  to  dominate. ...  Expert 
knowledge,  however  indispensable,  is  no  substitute  for  a 
generous  and  comprehending  outlook  upon  the  human  stor^' 
with  all  its  sadness  and  with  all  its  unquenchable  hope." 


We  today  hardly  blink  at  the  news  that  one 
of  America's  most  influential  scholars,  at  one 
of  America's  elite  universities,  attacks  the 
U.S.  (in  a  Middle  Eastern  publication!) 
for  a  history  of  "reducing  whole  peoples. . . 
and  even  continents  to  ruin  by  nothing 
short  of  holocaust."  We  grow  numb  to  the  id' 
that  Churchill's  "generous  and  comprehend 
outl(X)k,"  built  upon  an  honest  study  of 
Western  history,  philosophy  and  literature,  is 
no  longer  the  accepted  goal  of  American  higher 
education.  But  there  is  a  college  today  where 
Churchill  would  feel  at  home. 


WORTH  STUDYING? 


biillsdale  College,  founded  in  1844,  refuses  federal  taxpayer 
funding,  even  in  the  form  of  student  grants  and  loans.  Over 
150  years  ago,  its  charter  document  connected  its  mission 
to  the  cause  of  civil  and  religious  liberty.  With  all  its  might, 
it  serves  that  mission  still  today. 

It  is  fitting  that  on  September  11,  2001,  when  terrorists 
attacked  America,  Sir  Martin  Gilbert,  the  official  biographer 
of  Winston  Churchill,  was  among  several  historians  on  the 
Hillsdale  campus  for  a  lecture  series  on  "Statesmanship  and 
Soldiership  in  WWII." 

Education  is  powerful.  For  good  or  bad. 


Hillsdale 


COLLEGE 

800.535.0860 


IMPRIMIS 


Hillsdale  and  America 


Hillsdale  College  publishes  a  FREE  national  speech  digest,  Imprimis,  which  addresses  topics  ot 
importance  to  citizens  who  support  the  principles  of  individual  liberty  and  limited  government. 
Recent  issues  have  featured  Margaret  Thatcher,  Clarence  Thomas,  and  John  Stossel.  For  a  FREE 
subscription  to  Imprimis  or  to  learn  more  about  Hillsdale  College,  call  800.535.0860,  go  to 
www.hillsdale.edu,  or  write  to  Hillsdale  College,  Dept.  FB-38,  Hillsdale,  Michigan  49242. 
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Forward 


Verizon's  stock  may  be  struggling  alohg 
with  the  rest  of  the  telecom  sector,  but 
its  revenues  have  improved  in  2001. 

$60  Ratio  scale 

Verizon  Communications' 
stock  price  (weekly  closes) 


Bell  Buy 

►  WHO'S  THE  RIGHTFUL  HEIR  TO 
the  premier  spot  in  conservative  port- 
folios that  was  once  held  by  AT&T?  Not 
AT&T,  which  has  turned  into  a  risky 
cable  stock.  In  its  stead,  says  Morgan 
Roberts  of  Manchester  Capital  Man- 
agement, consider  Verizon  for  growth 
and  safety. 

Verizon  (NYSE:  VZ)  blankets  the 
nation  with  63  million  local  lines 
and  28  million  wireless  accounts  in 
97  of  the  100  largest  U.S.  cities. 

The  company  has  done  well  ex- 
panding its  turf.  In  Massachusetts, 
for  example,  Verizon  snared  475,000 
long-distance  accounts,  almost  20% 
of  the  market,  in  just  six  months  of 
offering  the  service. 

Despite  a  slowing  economy,  the 
company  increased  revenue  8%  for 
the  first  nine  months  of  2001,  faster 
than  largest  rival  SBC  Communica- 
tions. And  that's  after  being  hit  hard 
by  the  Sept.  1 1  World  Trade  Center 
attack,  which  Verizon  says  reduced 
third-quarter  earnings  by  four  per- 
centage points. 

Trailing  12-month  earnings  come  to  $4.3  billion,  or  $1.58  a  share.  But  these 
figures  are  dragged  down  by  writedowns  of  investments  in  struggling  compa- 
nies like  Metromedia  Fiber  Network.  Disregard  the  one-time  items  and  you  get 
a  trailing  12-month  net  of  $3  a  share.  With  the  stock  at  $51,  down  fi-om  its  2001 
high  of  $59,  the  P/E  is  1 7  and  the  yield  3%.  —Daniel  Kruger 


Source:  FT  Interactive  Data  via  FactSet 
Research  Systeins. 
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Source:  Company  reports. 
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Omega  for  Alpha 

►  ELSEWHERE  IN  THE  COMMUNICA- 
tions  realm,  hope  is  flickering  out. 
Namely  for  Alpha  Industries,  maker  of 
semiconductors  for  wireless  and  broad- 
band communications  gear  sold  by  the 
likes  of  Motorola  and  Cisco. 

No  surprise:  Sales  at  Alpha  (Nas- 
daq: AHAA)  are  down  more  than  half 
from  a  year  ago,  and  for  the  quarter 
just  finished  its  net  loss  was  $3.9  mil- 
lion, compared  with  a  positive  $7.8 
million  from  the  year-ago  period.  Op- 
timism that  it  will  recover  its  prof- 
itability in  the  near  future  is  nil. 


So  says  William  Lyons,  editor  of  the 
newsletter  Short  On  Value,  who  thinks 
Alpha  has  the  greatest  exposure  to 
trouble  of  any  semiconductor  stock. 
Despite  the  bad  news,  the  stock  has 
doubled  from  its  low  in  April.  Slender 
profits  ensure  that,  at  a  recent  $27,  it 
trades  at  a  sky-high  multiple,  56.  That's 
too  expensive  for  a  stock  in  the  stag- 
nant chip  industry.  Lyons  thinks  Alpha 
won't  be  able  to  slash  costs  quickly 
enough  to  stanch  the  bloodletting. 
Short  and  cover  at  $10  within  nine 
months.  — Christopher  Helman 


Add  Ads 


►  THE  ADVERTISING  CLIMATE  IS  AT  ITS 
worst  in  memory.  Ad  sales  across  all 
media  will  fall  as  far  as  6%  this  year,  es- 
timates Advertising  Age,  the  first  drop 
since  1 99 1 .  With  the  outlook  so  low,  the 
only  place  to  go  is  up. 

To  play  the  rebound,  Donald  Peters, 
manager  of  the  T.  Rowe  Price  Tax-Effi- 
cient Growth  Fund,  recommends  Omni- 
com, which  actually  has  managed  to 
boost  revenues  this  year,  up  12%  through 
Sept.  30  to  $4.9  billion  by  enlisting  new 
business.  (This  doesn't  count  2001'$ 
billings  fi-om  newly  acquired  ad  shops. )  A 
year  ago  Omnicom  (NYSE:  OMC),  ranked 
second  behind  Interpublic  Group, 
bagged  the  $2.4  bUlion  global  mega-ac- 
count of  DaimlerChrysler.  And  in  200 1  's 
third  quarter  it  won  an  estimated  $350 
million  in  extra  biUings  from  PepsiCo. 

The  stock,  at  $78,  is  off  20%  fi-om  its 
yearly  high.  Earnings  for  the  first  three 
quarters  are  up  16%  to  $339  million. 
The  29  P/E  is  in  line  with  that  of  the 
broader  market.  — C.H. 


Convoy 


►  WORRY  OVER  SUPPLY  INTERRUP- 
tions  post-Sept.  1 1  is  encouraging  busi- 
nesses to  replenish  inventories,  moving 
from  a  "just-in-time"  to  a  "just-in- 
case" philosophy.  A  major  beneficiary  is 
the  trucking  business.  Deutsche  Bank's 
transportation  analyst  John  Barnes 
thinks  the  best-positioned  carrier  is 
Roadway  Express. 

Along  with  dominant  nationwide 
routes  on  fuU-truckload  runs.  Roadway 
(NYSE:  ROAD)  has  picked  up  some 
strength  in  the  Northeast  on  less-than- 
truckload  shipping  with  its  recent  pur- 
chase of  Arnold  Industries.  Nationally 
Roadway  has  500,000  customers. 

Even  though  earnings  through  Sept. 
30  are  down  45%  to  $17  million,  the 
$29  stock  remains  cheap  at  a  P/E  of  12, 
not  much  more  than  half  the  trucking 
industry  average  of  23.  — C.H. 


Forbes 


To  check  on  Streetwalker's  performance,  visit  our  Web  site  at 
www.forbes.com/streetwalker. 
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e  report. 


e  Network  America  Trusts  for  Fair  and  Balanced  News; 


irce:  Nielsen  Media  Research,  Your  World  w/Neil  Cavuto  vs.  Business  Center,  Market  Wrap  1&2,  Moneyline,  The  Edge  and  Market  Week  w/Maria  B, 
■  4p-1 1  p.  #1  September  (8/27-9/30/01)  HH  Covg.  M<  %  Rtg.  and  #1  %  HH  AA(OOO)  Growth  (8/27-9/1 0/01)  vs.(9/4-10/1/op). 


The  Contrarian  By  David  Dreman  

Forget  Running  to  Cash 


I 


T  NEVER  SEEMS  TO  CHANGE.  INVESTORS— AMATEURS 
and  professionals  alike — raised  cash  as  the  market  fell 
sharply  this  year,  and  especially  following  the  horren- 
dous events  of  Sept.  1 1 .  The  market,  while  still  wobbly, 
has  recovered  its  losses  since  the  terrorist  attacks.  Lots  of 
investors,  though,  continue  to  shun  equities  for  the  safety  of 
money  market  funds,  short-term  bonds  and  other  cash-like 
instruments.  Bad  enough  that  the  paltry  annual  yields  on 
some  of  these  things  lag  or  do  little  better  than  inflation. 
Bank  money  funds,  for  in- 
stance, stood  at  a  miserly  2.4% 
in  early  November. 

My  last  column  (Oct.  29) 
showed  that  fleeing  stocks  is 
the  predictable  response  to 
disturbing  news,  but  is  almost 
always  the  wrong  move.  You 
have  about  as  much  chance  of 
timing  the  bottom  as  buying 
the  winning  lottery  ticket. 
Markets  shoot  up  when  least  expected,  often  sharply. 

Beware  of  fixed-income  creep.  Many  investors  throw  out 
their  portfolios'  long-term-equity-to-fixed-income  ratios  as 
the  equity  portion  declines.  This  is  precisely  when  they 
should  be  restoring  the  balance  to  their  portfolios. 

Such  a  step  should  allow  you  to  make  up  the  bear  market 
damage  more  quickly  when  the  market  turns.  Let's  say  your 
normal  portfolio  structure  is  65%  stocks  and  35%  bonds 
and  cash,  and  it  has  fallen  to  50%  equity  or  lower.  Bring  the 
equity  portion  back  to  65%  by  reducing  your  cash  or  selling 
some  of  your  longer-maturity  bonds.  I  would  sell  further- 
out  maturities  because  interest  rates  now  are  well  below 
their  norms  and  are  likely  to  rise  as  the  economy  begins  to 
recover.  Even  a  one-point  rise  in  interest  rates  on  a  20-year 
Treasury  can  cost  you  1 1%  of  your  investment. 

With  fiscal  and  monetary  stimulation  being  applied  to 
the  economy,  there  is  a  good  chance  it  will  bottom  out  in  the 
next  six  months,  if  not  sooner.  While  we're  unlikely  to  see  a 
"V"  recovery,  the  market  should,  as  it  almost  always  has  in 
the  past,  anticipate  the  upturn  in  business  by  four  to  six 
months.  History  also  teaches  us  that  by  the  time  the  outlook 
for  profits  becomes  less  murky,  piling  back  into  equities  is 
usually  too  late.  The  market  is  already  likely  to  have  taken  off. 

What  you  buy  is  just  as  important  as  reconfiguring  your 
portfolio.  Stay  away  from  tech  stocks.  Sure,  many  of  the 
leading  companies  are  down  70%  or  80%  firom  their  highs, 
but  they  vv^ere  grossly  over- 


Don't  allow  your 

;   portfolio  to  be 

1       W'  ^ 

dominated  by 

fixed  income. 

You  will  be  sorry. 

culpa:  I  advocated  you  pick  up  some  good  tech  issues  on  the 
cheap  last  spring  (see  my  Mar.  5  column),  but  it  was  obvi 
ously  too  early.  Most  are  trading  lower  today,  and  they  may 
have  more  disappointments  ahead. 

One  good  recovery  play  should  be  small-  to  midcap 
value  stocks.  These  stocks,  which  suffered  lackluster  market 
performance  during  the  tech  bubble,  could  reap  major  gains 
in  a  rising  market.  Look  at  these: 

Borg  Warner  (44,  BWA)  is  a  leading  supplier  of  highly  en- 
gineered components  and  sys- 
tems, primarily  for  the  auto 
industry.  Although  earnings 
should  be  down  about  12% 
from  2000,  this  is  not  bad  rela 
tive  to  the  earnings  of  other 
auto  suppliers.  Moreover, 
earnings  could  rise  by  roughly 
20%  next  year  if  the  economy 
begins  to  turn,  with  further 
gains  following.  Borg  also 
sports  a  strong  balance  sheet.  The  stock  trades  at  16  times, 
trailing  earnings  and  yields  1.4%. 

Commerce  Bancshares  (36,  CBSH),  whose  340  banks  pro 
vide  a  solid  Midwest  presence,  has  posted  increased  earnings 
in  each  of  the  last  ten  years.  This  year  should  be  no  excep 
tion.  In  fact,  earnings  have  become  more  stable  as  fee  in 
come  forms  a  bigger  part  of  total  revenues.  The  stock  trades 
at  a  P/E  of  13  and  yields  1.7%. 

Dana  (11,  DCN),  another  auto-parts  supplier,  has  been 
knocked  down  almost  60%  from  its  12-month  high  as  car 
makers  have  scaled  back  orders.  Earnings  dipped  into  the 
red  for  two  of  the  last  four  quarters.  The  stock  should  earn 
only  about  20  cents  a  share  next  year,  but  should  show 
strong  advances  thereafter  with  a  pickup  in  the  economy. 

Park  Place  Entertainment  (8,  PPE),  the  world's  largest 
casino  operator,  has  ownership  or  interest  in  28  gaming 
properties  worldwide.  With  terrorism  fears  and  increasec 
competition  in  Nevada  and  Mississippi,  the  stock  is  down 
40%  from  its  mid-2000  high.  Nevertheless,  Park  Place  has 
one  of  the  strongest  balance  sheets  in  the  gambling  industry 
and  is  trading  at  16  times  2002  earnings  estimates. 

Saks  (7,  SKS)  is  a  storied  department  store  chain  that  has 
suffered  a  couple  of  recent  moneylosing  quarters  amic 
tough  times  for  retailers  generally.  Regardless,  the  chain's 
sturdy  balance  sheet  will  let  it  ride  out  the  storm.  Saks  trades 
at  17  times  2002's  estimated  earnings.  F 


valued  to  start  with.  Mea 


T^Vlfl^tf^C  I  ^^^^'^  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City.  N.J.  His  latest  book  is  Contrarian 
i^^^Mmcom  I  Investment  Strategies:  Tlie  Next  Generation.  Find  past  columns  at  www.forbes.com/dreman. 
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American  Determination 


Much  has  changed  recently.  Yet,  from  our  vantage 
point,  so  much  more  has  not.  The  same  principles 
and  beliefs  that  have  long  guided  our  company 
have  not  moved.  Not  even  budged. 

It's  simple.  As  investment  managers,  we're 
optimistic  about  the 
future.  How  can  we  look 
at  all  of  the  people  who 
surround  us  each  day- 
and  their  achievements 
-and  not  be  confident? 

So,  while  we  are  completely  aware  of,  and  ever 
vigilant  to,  the  forces  currently  at  work  in  the 
marketplace,  we  are  determined  to  remain  true  to 
the  way  we  work.  And  think.  And  believe. 

We  know,  from  our  experience,  the  market  has 
rewarded  a  long-term,  diligent  approach. 


So,  for  more  than  four  decades,  we've  adhered 
to  time-tested  investment  processes  on  all  of 
the  funds  we  manage.  These  practices  will  remain 
unchanged,  regardless  of  market  conditions. 
We  wUl  continue  to  seek  the  most  promising 
companies,  and  hand- 
select  them  one  by  one. 
We  will  continue  to 


subject  these  companies 
to  our  disciplined,  but 
independent,  judgment. 
We  will  continue  to  adhere  to  our  investment 
philosophy,  constantly  applying  all  we've  learned. 

And,  by  working  together,  we  will  continue 
to  believe  that  our  determination,  our  hard  work 
and  our  confidence  can  ultimately  lead  us  to  an 
even  more  promising  future. 


American 
Century^ 

Investment  Managers 

For  a  prospectus  ivith  more  complete  information,  including  charges,  expenses  and  minimums,  please  call  1-877-44-AMCEN.  Be  sure  to  read 
it  carefully  before  you  invest  or  send  money.  American  Century  Investment  Services,  Inc.  ©2001  American  Century  Services  Corporation. 


www.americancentury.com 


^es^ut  By  James  Gr 


Blind  Seers 


BEAR  MARKETS  BRING  OUT  THE  REFORMER  IN  ALL 
of  us,  so  let  me  make  a  proposal.  Ban  the  words 
"foreseeable  future."  William  Strunk  Ir.  arid  E.B. 
White,  authors  of  The  Elements  of  Style,  con- 
demned the  phrase  in  general  usage.  "A  cliche 
and  a  fuzzy  one,"  they  charged.  In  finance  it  is  worse  than 
fuzzy.  It  facilitates  grandiose  thinking,  which  leads  to  poor 
decision  making  and  early-morning  sleeplessness.  "How 
much  of  the  future  is  foreseeable?"  demanded  Strunk  and 
White.  "Ten  minutes?  Ten 
years?  Any  of  it?  By  whom  is 
it  foreseeable?  Seers?  Experts? 
Everybody?" 

The  higher  the  stock  mar- 
ket, the  greater  the  imagined 
ease  of  prediction.  At  or  near 
the  peak,  investors  are  prone 
to  believe  they  can  see  into  the 
next  county.  So  deluded,  they 
pony  up  100  times  next  year's 
forecast  net  income  for  the  stocks  of  companies  that  may  or 
may  not  even  exist  in  12  months.  No  margin  of  safety  is  nec- 
essary if  tomorrow  is  an  open  book. 

You  would  suppose,  1 8  months  after  the  surprise  ending 
of  the  world's  greatest  boom,  that  central  bankers  and  chief 
executives  would  abandon  the  conceit  that  they  possess  fore- 
knowledge. Yet  they  refuse. 

The  Federal  Reserve  is  a  prime  offender,  despite  its  obvi- 
ous recent  predictive  lapses.  "Foreseeable  fiature"  has  been  a 
fixture  in  the  boilerplate  of  the  Federal  Open  Market  Com- 
mittee since  just  before  the  top  of  the  stock  market. 

Astonished  by  the  swiftness  of  the  economic  collapse, 
the  Fed  this  year  has  made  a  succession  of  steep,  unprece- 
dented cuts  in  the  federal  funds  rate.  It  has  acted  in  good 
faith,  but  it  has  spoken  in  the  phony  language  of  prophecy. 
For  instance,  consider  what  the  FOMC  said  in  the  press  re- 
lease disclosing  the  one-half-of-one-percentage-point  drop 
in  the  funds  rate  on  Sept.  17:  "For  the  foreseeable  future,  the 
committee  continues  to  believe  that  against  the  background 
of  its  long-run  goals  of  price  stability  and  sustainable  eco- 
nomic growth,  and  of  the  information  currently  available, 
the  risks  are  weighted  mainly  toward  conditions  that  may 
generate  economic  weakness." 

Despite  the  weasel  words  "information  currently  avail- 
able," the  committee  seemed  to  believe  that  futurity — any 
part  of  it — was  revealed  to  Alan  Greenspan.  The  idea  was 
presumptuous  even  before  Sept.  11. 

There  is,  of  course,  a  forecast  implicit  in  every  squiggle  of 


Ban  the  words 
"foreseeable 
future."  No  one 
ever  can  know 
what's  coming. 


the  funds  rate  as  well  as  in  every  investment.  Investors  hav< 
no  choice  but  to  take  a  stab  at  anticipating  the  future.  At  a 
minimum  they  must  decide  what  level  of  confidence  to  at- 
tach to  the  conclusions  they  form  out  of  necessarily  imper 
feet  information.  By  the  end  of  the  great  bull  market  peopk 
had  begun  to  mistake  guesswork  for  clairvoyance.  The  fu- 
ture was  perfectly  lucid,  they  decided.  It  would  be  just  like 
the  past  but  even  more  lucrative. 

This  unforeseen  phase  of  our  market  history  is,  o 
course,  well  under  way,  but 
the  two  empty  words  keep 
materializing.  They  surfaced 
in,  of  all  places,  the  June  10-Q 
report  of  Global  Crossing 
struggling  builder  of  broad 
band   networks.  Example 
"The  company  expects  that  its 
cash  flows  from  operations 
together  with  its  committed! 
credit  facilities,  will  be  ade 
quate  to  meet  its  anticipated  cash  requirements  for  the  fore 
seeable  future."  In  a  second  offense  the  company  said  it  ex- 
pected to  stay  in  compliance  with  the  terms  and  conditions 
of  its  financing  agreements  for  the  "foreseeable  future."  In  a 
recent  bulletin,  incidentally,  Moody's  Investors  Service 
voices  doubts  on  that  score,  citing  weakness  in  cash  flow. 

But  nothing  about  Global  Crossing  is  or  was  foreseeable: 
neither  its  brilliant  rise  nor  its  fiery  fall.  Nobody  guessed  that 
the  upstart  would  command  a  peak  $50  bUlion  stock-mar 
ket  cap,  although  it  came  to  pass. 

Now  it's  about  one-fiftieth  of  $50  billion,  whUe  $3  bil- 
lion of  senior  secured  bank  debt  is  quoted  at  50  cents  on  the 
dollar  and  $4.8  billion  of  junk  bonds  fetch  about  20  cents  on 
the  dollar.  How  can  this  be?  Why  would  the  bankruptcy  anc 
workout  community  not  scoop  up  these  claims  for  the  eq 
uity-like  returns  they  must  certainly  offer?  Because  at  this 
murky  moment  nobody  has  a  clue  as  to  what  Global  Cross- 
ing might  be  worth.  Employing  the  now-current  cliche,  ob- 
servers complain,  "There  is  no  visibility." 

Ignorance  about  tomorrow  is  a  constant  of  human  af- 
fairs. Submission  to  this  truth  is  what's  variable.  In  finance, 
submission  entails  a  healthy  fear  of  leverage  and  a  decent  re- 
spect for  the  relation  of  price  to  earnings.  Valuation  of  the 
Standard  &  Poor's  500  index  at  a  rich  29  times  trailing  net 
income  suggests  that,  to  many  investors,  the  future  is  still 
foreseeable.  We'd  be  richer  if  it  really  were.  F 


n  Forbes 


James  Grant  is  the  editor  of  Grant's  Interest  Rate  Observer. 
Find  past  columns  at  www.forbes.com/grant. 
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As  he  completed  a  perfect  double  back  flip,  his 
eyes  could  now  make  out  the  small  sign  below  - 
Pool  Drained  for  Cleaning  -  and  he  remembered: 
"Back  straight.  Point  your  toes." 
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When  you've  got  Aquila  as  a  partner,  you  can  concentrate  on  what  you  do  best  -  and  let  us  deal  with  the  disasters. 
Because  our  customized  risk  management  tools  prepare  you  for  the  twists  and  turns  your  business  mustfacd,  from 
bandwidth  issues  to  bad  weather  to  the  negative  impact  of  high  energy  prices.  So  you  always  land  on  your  feet. 


To  find  out  how  Aquila  can  put  your  company  on  solid  ground, 
give  us  a  call  at  1-800-891-3687  or  visit  us  at  www.aquila.com. 


Aquila 


A  UtiliCorp  United  Company 
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VERTEX  PHARMACEUTI- 
cals,  a  small  biotech 
shop,  has  produced  only 
one  drug  in  1 2  years  of 
existence:  Agenerase,  an 
also-ran  AIDS  drug  with  $80  mil- 
lion in  sales  (the  leader  is  near 
$400  million).  The  firm  has  lost 
$63  million  so  far  this  year.  Two 
months  ago  it  halted  trials  of  a 
promising  arthritis  drug  over  fears 
of  brain  toxicity.  Its  shares  are 
down  75%  this  year  to  $25. 

Yet  Chief  Executive  Joshua  Boger 
brashly  predicts  that  in  as  soon  as 
five  years  his  firm's  600  researchers 
will  churn  out  two  or  three  new 
drugs  a  year,  rivaling  the  output  of 
the  biggest  global  drug  firms  with 
ten  times  the  manpower.  His  claims 
rely  on  a  radical  new  approach  to 
crafting  drugs  and,  if  it  works,  Vertex 


After  12  years  of  obscurity,  a  small  drugmaker  is  about  to  break 
through  thanks  to  a  daring  research  technique. 


BY  ROBERT  LANGRETH 


Vertex  Chief 
Joshua  Boger 
promises 
bunches  of 
blockbusters. 


may  create  a  cornucopia  of  medicines  to  fight  cancer,  diabetes 
and  other  ailments  faster  and  more  cheaply  than  ever  before. 

The  drug  industry  historically  has  developed  new  treat- 
ments by  targeting  one  disease  or  one  protein  at  a  time.  The 
chemistry  was  tedious  and  new  compounds  hard  to  come  by. 
Like  a  sniper  with  just  a  few  bullets,  a  drug  firm  held  its  fire 
until  it  had  a  sure  shot.  Vertex,  instead,  takes  a  machine-gun 
approach,  designing  thousands  of  compounds  to  test  them 
against  hundreds  of  potentially  disease-causing  proteins — all 
at  once,  and  before  scientists  even  know  which  protein  might 
be  a  good  target  or  which  compound  might  actually  work.  It 
does  so  by  integrating  the  latest  computer  tools,  robotic 
chemistry  and  its  own  secret  drug-modeling  software. 

"The  old  way  of  going  after  one  drug  and  one  disease  at  a 
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time  is  obsolete.  We  have  thought  through  the  drug-discov- 
ery process  and  rebuilt  it,"  proclaims  Boger,  a  former  Merck 
chemist  who  founded  Vertex  in  1989  and  owns  a  3%  stake. 
Vertex  labs  are  packed  with  workstations  that  tap  1 1 2  Pen- 
tium chips  in  parallel,  capable  of  crunching  1 10  gigaflops  per 
second,  roughly  the  same  computing  power  used  to  produce 
the  National  Weather  Service's  two-week  global  climate 
model.  Its  researchers  can  tap  into  proprietary  high-speed 
databases  that  hold  10  terabytes  of  data  and  map  out  and 
compare  ten  distinct  properties  of  proteins.  The  databases 
can — in  a  single  day — test  one  disease-causing  protein 
against  a  trillion  chemical  compounds  and  rank  which  ones 
are  most  likely  to  latch  onto  the  protein  and  gum  up  its 
works.  Typical  drug-screening  software  can  handle  fewer 


TRADITIONAL  DRUG  DESIGN 


than  a  million  compounds  a  day. 

Pfizer,  Johnson  &  Johnson,  Bristol-Myers  Squibb  and  other 
big  players  dabble  with  the  machine-gun  approach,  but  few 
have  overhauled  their  research  effort  as  Vertex  has.  Vertex  ar- 
gues that  the  rapid-fire  method,  which  it  dubbed  "chemo- 
genomics,"  is  the  best  way  to  keep  up  with  the  flood  of 
promising  data  resulting  from  the  map  of  the  human  genome. 

Vertex  is  focusing  on  a  promising  family  of  proteins  called 
kinases,  which  relay  signals  from  one  part  of  a  cell  to  another; 
they  go  awry  in  many  diseases,  most  notably  in  cancer,  by  pro- 
moting rampant  cell  growth.  Some  500  kinases  are  known  to 
exist,  and  Vertex  is  targeting  1 5  that  are  implicated  in  such  dis- 
eases as  arthritis  and  cancers  of  the  colon  and  breast. 

Boger  has  a  formidable  benefactor:  Novartis,  whose  hot 
new  leukemia  pill,  Gleevec,  targets  a  kinase  that  stimulates 
overproduction  of  white  blood  cells  (see  FORBES,  Feb.  5). 
The  clincher:  Once  a  prototype  drug 
works  against  one  kinase.  Vertex  figures 
it  can  easily  tweak  the  compound  to  in- 
hibit other  sibhngs  in  the  kinase  fam- 
ily— and  then  attack  other  protein 
groups,  as  v/ell. 

Vertex  has  compiled  a  speedy  devel- 
opment record  thus  far.  Taking  aim  at 
arthritis,  AIDS,  cancer  and  hepatitis, 
Boger  now  has  seven  new  drugs  in  sec- 
ond- or  third-stage  human  trials  (three 
stages  are  required  to  win  approval).  On 
average  each  took  four  years  and  $50 
million  to  reach  the  second  stage;  the 
norm  is  over  six  years  and  $200  million 
each.  Vertex  also  is  in  late-stage  tests  of  a 
new  AIDS  drug,  a  protease  inhibitor  that 
requires  only  two  piUs  a  day  versus  six  or 
more  for  rival  remedies. 

Vertex's  philosophy  evolved  from  its 
research  into  arthritis  treatments.  In  the 
mid- 1 990s  Vertex  chemists  crafted  com- 
pounds that  block  a  key  kinase  protein 
that  unleashes  toxic  immune-system  molecules  in  arthritic 
joints.  By  1998  they  began  human  trials.  About  this  time  Ver- 
tex biologist  Michael  Su  became  curious  about  a  related  ki- 
nase that  plays  a  role  in  strokes.  The  two  kinases  were  so  sim- 
ilar that  Vertex  researchers  devised  a  prototype  blocker  for 
the  second  kinase  in  a  year — half  the  normal  time. 

The  success  led  Su  to  suggest  that  Boger  expand  Vertex's 
research.  By  then  scientists  had  discovered  hundreds  of  ki- 
nase genes  scattered  throughout  the  human  DNA  sequence. 
Many  seemed  to  contribute  to  the  deadliest  cancers,  includ- 
ing tumors  of  the  lung,  breast  and  gut.  Others  seemed  to  be 
involved  with  diabetes  and  heart  disease.  Kinases  seemed  lLl<e 
a  medicinal  gold  mine.  Instead  of  waiting  years  for  academics 
to  decipher  their  exact  involvement  in  a  disease.  Vertex  de- 


cided to  make  prototype  drugs  aimed  at  interfering  with  the 
ways  most  kinases  operate — and  to  patent  as  many  as  it 
could.  Like  chemical  skeleton  keys,  these  generic  compounds 
can  quickly  be  customized  to  gum  up  specific  kinases  as  their 
roles  in  disease  become  clearer. 

If  it  worked.  Vertex  would  have  a  huge  lead  in  kinase- 
blockers,  but  the  firm  lacked  the  money  to  mount  a  large- 
scale  program  alone.  By  coincidence,  in  early  2000  Boger  re- 
ceived an  overture  from  Novartis  Chief  Daniel  Vasella,  who 
was  interested  in  collaborating.  Boger  mentioned  the  kinase 
idea.  Vasella  was  intrigued:  He  knew  from  Novartis'  tests  of 
Gleevec  that  kinases  were  good  drug  targets.  The  two  signed 
a  deal.  Vertex  wiU  receive  as  much  as  $800  million  to  deliver 
eight  drugs  for  large-scale  human  tests  over  eight  years. 

Five  research  teams  work  on  the  15  kinases  already  impli- 
cated in  major  diseases.  With  help  of  the  speedy  molecular- 


VERTEX  INTEGRATED  METHOD 
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Chemistry 
3-4 
years 


Total  time: 
5-7  years 


X  X 


RESULT:  One  drug  candidate 
against  one  protein 


RESULT: 

Numerous 
drug  candidates 
to  block  multiple 
related  proteins 


Aim  Broadly  and  Hit  IVIore  Targets 


Drug  firms  usually  design  drugs  to  fight  one  protein  at  a  time.  By  marrying  high-speed 
chemistry  and  biology,  Vertex  is  taking  aim  at  a  whole  family  of  proteins  called  kinases. 
Compounds  that  target  one  kinase  can  quickly  be  tweaked  to  block  related  proteins. 


docking  software,  they  are  designing  drugs  that  inhibit  many 
kinases  at  once.  So  far  Vertex  has  devised  one  blocker  that 
halts  the  growth  of  colon  and  breast  tumors  in  lab  tests  and 
another  that  may  help  starve  tumors  of  nutrients  by  stopping 
blood  vessel  growth. 

Now  Vertex  is  aiming  the  machine  gun  at  another  class  of 
proteins — caspases,  which  act  as  molecular  executioners  to 
kill  damaged  cells.  Caspase-blockers  may  limit  collateral  tis- 
sue damage  from  strokes,  heart  attacks  or  liver  disease,  and 
Vertex  hopes  to  begin  human  trials  of  at  least  one  compound 
next  year.  The  whole  program  could  consume  hundreds  of 
millions  of  dollars  and  yield  an  overflow  of  useless  com- 
pounds. But  if  Boger  is  right.  Vertex  will  become  one  of  the 
first  success  stories  of  the  genome  era.  F 
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Draw,  You  Varmint! 

G  u  N  P  L  A  Y  I  Want  to  shoot  like  Gary  Cooper?  Evil  Roy  Pearcey  turns  tenderfeet  into  'slingers. 


BY  JONATHAN  FAHEY 

A GUST  OF  WIND  SWIRLS  THE  THIGH-HIGH 
grass  somewhere  west  of  Cheyenne  as  I  stare 
down  Colonel  Shep,  the  Kansas  gunfighter 
eyeing  me  from  under  his  wide-brimmed  hat. 
The  terms  are  set:  two  shotgun  blasts,  ten  pis- 
tol rounds  and,  finally,  five  rifle  shots.  The  judge  asks  if  we're 
ready.  We  check  the  ammunition  strapped  to  our  belts,  feel 
for  our  six-guns  and  nod. 

A  fury  of  explosions  rips  across  the  high  plains.  When  the 
dust  settles,  Shep  has  hit  17  of  17  steel  targets  in  just  16  sec- 
onds. Me:  47  seconds,  and  I  missed  one  target.  "Too  bad," 
Shep  laughs  as  he  walks  away  to  reload.  "You  never  want  to 
come  in  second  in  a  gunfight." 

Colonel  Shep,  also  known  as  Deane  Shepard,  47,  of  Over- 
land Park,  Kans.,  used  to  be  just  a  disarmingly  friendly  con- 
tract negotiator  at  IBM.  But  eight  years  ago  he  signed  up  for 
his  first  "cowboy  action  shooting"  match  in  Durango,  Colo, 
and  was  transformed.  "I  entered  the  match  green  as  a  gourd," 
he  says.  "But  as  soon  as  I  started  shooting,  I  was  giddy.  I  said, 
'Where  has  this  been  all  my  life?' " 

Only  in  old  movies — at  least  until  1981,  when  Harper 
(Judge  Roy  Bean)  Creigh,  a  scale-model  designer  from  Or- 
ange County,  Calif,  decided  to  hold  a  shooting  match  using 


only  pre- 1900  guns  and  exact  reproductions.  In  1987  Creigh 
helped  form  the  Yorba  Linda,  Calif.-based  Single  Action 
Shooting  Society  (SASS)  to  promote  what  they  caU  cowboy 
action  shooting.  ("Single  action"  means  there  is  just  one  wayl 
to  shoot  the  gun:  Cock  the  hammer,  pull  the  trigger.) 

There  are  now  43,000  SASS  members,  each  with  his  or  her' 
own  mandatory  alias.  SASS  matches,  based  on  Old  West  lore 
or  old  movies,  are  held  throughout  the  year  all  over  the  coun- 
try (see  vww.sassnet.com  for  details).  Shooters  arrive  with 
racks  full  of  pistols,  rifles  and  shotguns  and  hundreds  of 
rounds  of  ammunition.  They  crouch  behind  plywood  jails, 
sit  on  oil  drums  painted  to  look  like  horses  and  fire  away  at 
steel  targets  shaped  like  cowboys,  cactuses,  buffaloes  or  play- 
ing cards.  Whoever's  fastest  and  most  accurate  over  the  course 
of  a  two-  or  three-day  match  gets  a  trophy  and  bragging  rights. 

Michael  (Mad  Dog)  Harris,  a  60-year-old  general  con- 
tractor fi^om  Phoenix,  flies  to  matches  with  his  wife,  Suzanne 
(Ramblin'  Rose),  in  their  Piper  Aztec.  "A  lot  of  us  have  high- 
pressure  jobs.  After  that,  it  feels  pretty  good  to  run  around  in 
cowboy  boots  wearing  guns,"  he  says.  "You  put  on  this  cos- 
tume, and  you're  a  different  person.  You  strap  on  a  pair  of 
Colts,  and  you're  really  a  different  person." 

Packing  historic  heat  can  run  into  money.  Since  1993, 
when  he  took  up  the  sport,  Shep  figures  he  has  spent  $40,000 


Forty  thousand 
dollars  later, 
black-hatted 
Colonel  Shep 
has  the 
complete 
git-up. 


^^^^^^^^^ 
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traveling  to  matches  and  on  equipment — from  custom-en- 
graved and  nickel-plated  rifles  to  a  full-length  leather  buffalo 
coat.  Was  it  worth  it?  Yeeee-ha!  "I  get  to  play  Gene  Autry  for 
a  week,"  he  explains. 
I  All  this  spending  has  gotten  gunmakers'  attention:  In  1990, 
at  the  request  of  the  SASS,  North  Haven,  Corm.-based  Marlin 
Firearms  issued  a  re-creation  of  its  1894  rifle.  The  privately 
held  firm  sells  several  thousand  a  year  at  $700  each.  Growth 
in  cowboy  guns  outstrips  that  of  any  other  Marlin  product. 
Colt  has  seen  a  surge  in  its  1873-model  pistol  sales. 

As  business,  it's  serious.  But  as  sport?  Pure  fun.  "It's 
grown-ups  playing  cowboys  and  Indians  is  what  it  amounts 
to,"  says  Gene  (Evil  Roy)  Pearcey,  the  reigning  World  Cham- 
[  pion  cowboy  shooter.  This  from  a  man  who  stayed  up  nearly 
'  the  whole  night  before  a  1995  match  in  Norco,  Calif.,  after  he 
had  figured  out  a  way  to  reload  his  six-gun  faster.  Thrilled, 


he  sat  on  the  edge  of  his  hotel  bed  practicing  for  hours. 

Evil,  as  his  friends  call  him,  runs  a  shooting  seminar  be- 
fore most  big  matches.  I  turned  to  him  before  July's  High 
Plains  Regional  in  Cheyenne  and  asked  him  to  do  the  near 
impossible:  Teach  a  city  slicker  who  couldn't  hit  a  bull's  butt 
with  a  banjo  how  to  blaze  like  Doc  HoUiday.  (Lingo  isn't 
mandatory,  but  it  helps.)  He  surpassed  his  reputation:  I  may 
not  end  up  at  the  OK  Corral,  but  at  least  I  can  quick  draw 
and  shoot  straight. 

Most  of  my  15  or  so  classmates  had  had  more  experience 
than  I — if  not  in  cowboy  shooting,  then  in  hunting  or  target 
shooting.  But  Jeffrey  (Horace  O'Pera)  Stamp,  33,  an  Air  Force 
captain  who  teaches  history  at  the  Air  Force  Academy  in  Col- 
orado Springs,  had  never  shot  single-action  guns,  either. 
"Every  country  has  its  myths,"  he  says.  "For  America  this  is  it. 
And  here  you  get  to  live  the  myth."  F 
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The  World  According  to  Yvon 


R  q  w  ritlG  ^  r '  A  rugged  life— and  a  father  who  pulled  teeth  with  pliers- 
taught  Yvon  Chouinard  to  fish,  forge  metal  and  make  money  by  monte  burke 


ACROSS  QUAKING  PEAT  BOGS 
and  through  clouds  of  black, 
biting  flies,  we  hiked  three 
miles  into  the  backcountry  of  New- 
foundland's austere  northern  penin- 
sula. Our  goal:  a  pool  of  leaping  Atlantic 
salmon  on  the  wild  Castors  River. 
Under  a  veil  of  the  early-morning  fog 
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Yvon  Chouinard,  the  63-year-old 
founder  of  Patagonia  sportswear,  and  I 
cast  colorful,  hand-tied  salmon  flies 
into  the  tannin-stained  water. 

An  hour  later  we  both  were  fish- 
less — the  salmon  weren't  in  the 
mood — so  I  moved  upstream.  I  hopped 
from  pool  to  pool  throughout  the  after- 


ounder 
casts— and 
casts  again. 


noon,  returning  to  find  Chouinard, 
wearing  his  Basque  fishing  beret,  still 
where  we'd  started,  casting  doggedly, 
changing  flies,  casting  again  with  a  re- 
lentless, almost  quixotic,  intensity.  He 
would  stay  there  until  the  two  of  us  left 
empty-handed,  near  sundown. 

The  day  before  Chouinard  had  told 
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me  about  his  earliest  childhood 
memory.  Seems  his  French- 
Canadian  father  didn't  like  den- 
tists. So,  when  some  of  the  old 
man's  teeth  needed  pulling,  he 
sat  down  at  the  kitchen  table, 
knocked  back  a  belt  of  whiskey, 
and  yanked  them  out  himself 
with  a  pair  of  electrician's  pli- 
ers. The  same  stubborn,  do-it- 
yourself  streak  had  evidently 
been  inherited  by  his  son. 

"If  you  really  want  to 
catch  fish,"  Chouinard  ex- 
plained over  a  cod-cake  din- 
ner at  our  motel,  "throw  on  a 
worm."  His  brown-green 
eyes  narrowed.  "But  that's 
not  what  it's  about.  The 
process  is  more  important 
than  the  goal."  This  owner 
of  one  of  the  most  success- 
ful outdoor  apparel  compa- 
nies has  to  be  worth  at  least 
$250  million,  but  he's  wearing  a  20- 
year-old  Patagonia  Synchilla  pullover, 
faded  jeans  and  tattered  sneakers.  It's 
part  of  the  back-to-the-Earth  image;  an- 
other part  is  Patagonia's  policy  of  do- 
nating 1%  of  its  revenue  to  environ- 
mental causes. 

"Fly-fishing  is  not  the  easy  way  to 
catch  fish.  You  have  to  study — learn 
about  insects,  learn  how  to  read  water, 
learn  how  to  cast.  It  opens  up  a  whole 
bunch  of  new  senses  that  you  didn't 


in  1964 

Chouina 
♦hen  26, 
conquered 
Yosemite's 
E'  Capiran. 


cle.  For  him  the  goal 
of  reaching  the  top  was  always  sec- 
ondary to  the  process  of  getting  there. 
He  quickly  established  himself  as  one  of 
the  world's  best  climbers,  in  1964  mak- 
ing the  first  ascent  of  the  North  America 
Wall  of  Yosemite's  El  Capitan — re- 
garded at  that  time  as  the  most  difficult 
cUmb  in  the  world.  He  was  26. 

It  wasn't  climbing,  though,  but  met- 
allurgy that  made  him  famous.  Dissatis- 
fied with  the  soft  steel  pitons  used  by 


through      his  shirtsj 
Chouinard  came  up  with 
the  idea  for  Patagonia's 
Puckerware  fabric,  intro- 
duced in  1998,  which  wicka 
moisture  from  the  skin, 
"Only  25%  of  the  breathable 
;     polyester  and  cotton  mi}(j 
touches  your  skin,"  he  ex- 
plains. "It  needs  no  ironing 
and  you  can  wash  it  in  a  sink 
It's  functional,  not  fashion- 
able." Which  understates  the 
genius  of  such  products:  It'si 
their  very  functionality  that 
makes  them  fashionable. 

Climbing  also  taught 
Chouinard  another  lesson 
Don't  exceed  your  resources. 
"Climbing  is  about  risk  man- 
agement," he  says.  "If  you're  a 
5.10  climber  [meaning  level  of 
difficulty],  you  sure  as  hell  don't 
go  solo  a  5.11.  You  live  within 
your  means."  It's  his  mantra  for 
Patagonia  as  well.  As  other  outdoor 
clothing  companies,  such  as  Columbia 
Sportswear,  have  gone  public,  Chouinard 
has  resisted  the  temptation.  "I've  been 
trying  to  keep  this  company  at  its  nat 
ural  size,  at  around  10%  growth  a  year,  to 
supply  the  natural  demand,"  he  says.  "As 
a  climber  I'm  pretty  aware  of  what  I  am 
capable  of.  The  same  goes  for  the 
company." 

But  living  within  your  means  does 


This  self-described  "dirtbag"  once  lived,  briefly,  in  an  abandoned  incinerator. 


have  before,  and  you  become  a  better 
person  for  it."  Outdoor  pursuits  in- 
stilled this  philosophy  in  him,  and 
helped  turn  this  self-described  "dirtbag" 
(he  once  lived,  briefly,  in  an  abandoned 
incinerator)  into  the  captain  of  a  brand 
that  rivals  Abercrombie  &  Fitch  and 
Eddie  Bauer. 

It  all  started  with  climbing.  In  the 
1 950s  young  Chouinard,  an  army  vet 
and  former  private  dick  for  Howard 
Hughes,  tired  of  suburban  life  in  Bur- 
bank,  CaHf.  and  literally  took  to  the  hills. 
The  ascetic  nature  of  rock  climbing  ap- 
pealed to  him — ^just  rock,  wits  and  mus- 
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Other  climbers,  he  taught  himself  black- 
smithing  and  created  a  spike  of  chrome 
nickel  steel  so  strong  and  light  that  it 
fundamentally  changed  the  sport.  In 
1969  he  created  a  new  curved  ice  ax,  the 
Piolet,  which  gave  climbers  better  pur- 
chase, say,  on  the  smooth  surface  of  a 
fi-ozen  waterfall.  "I  was  faced  with  diffi- 
culties on  the  rock  and  ice,"  he  says.  "So 
I  took  existing  products  and  made  them 
better,  more  useful." 

At  Patagonia,  which  he  founded  in 
1972,  he's  applied  the  same  design  phi- 
losophy to  clothing  products.  After  years 
of  fishing  in  tropical  locales  and  sweating 


not  mean  you  stop  pushing,  either  in 
business  or  in  sport.  Though  his  gray 
ing  head  reveals  his  age,  he's  kept  his  5- 
foot-5-inch  frame  in  remarkable  shape, 
cUmbing  rocks  and  fishing  like  a  mad 
man.  He  does  more  of  the  latter  now, 
perhaps  because  the  cadence  of  fly-fish 
ing— the  rhythmic  casting  and  drifting 
of  the  fly — connects  him  to  his  black 
smith  days  and  hammers  home  his  main 
conviction:  Means  matter  more  than 
ends.  "Casting  a  fly  in  running  water 
puts  you  into  the  zone,"  he  says.  What  he 
leaves  out  is  this:  If  done  well,  it  will  also 
catch  you  fish — eventually.  F 
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— Ralph  Blumenthal,  National  Public  Radio's  Fresh  Ai 
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most  important,  how  we  will  regard  ourselves 
long  after  we  rise  to  the  challenge  of  con- 
fronting this  catastrophe. 

The  "pursuit  of  happiness"  has,  of  course, 
two  siblings:  life  and  liberty.  That  concept 
from  the  Declaration  of  Independence  has 
been  the  backbone  of  what  we  think  about 
when  we  think  about  being  American.  And 
at  no  time  during  recent  memory  has  the 
national  eye  gazed  so  unblinkingly  on  our 
inalienable  rights  of  life  and  liberty.  That  these 
essential  democratic  rights  have  recently  been 
attacked  has  been  the  basis  of  countless  edito- 
rials and  street  corner  conversations. 

In  our  national  discourse,  we've  all  but  for- 
gotten the  third  and  equally  important  part  of 
that  phrase:  "the  pursuit  of  happiness."  Per- 
haps it  seems  inappropriate  to  talk  about  such 
an  idea  right  now.  Or  perhaps  it  is  not  in  our 
nature  to  speak  openly  about  what  we  hold  so 
dear.  But  I  believe  this  is  exactly  the  time  to 
think  about  happiness,  in  all  of  its  permuta- 
tions, since  it  is  the  determination  to  pursue 
happiness  that  makes  us  so  American. 

A  METAPHOR  RETURNS 

Since  September  11th  our  metaphors  have 
changed.  We  have  returned  to  thinking  about 
situations  in  terms  of  people  instead  of  tech- 
nology. Debates  on  the  importance  of  faster 
computer  chips,  artificial  intelligence,  and 
Napster  are  not  at  the  forefront  of  the  national 
dialog  anymore.  We  know  that  no  computer  is 
capable  of  making  a  heroic  rush  down  the  aisle 
of  a  hijacked  airliner. 

The  age  of  machines  lasts  only  as  long  as 
circumstances  allow,  and  I  would  argue,  with 


the  images  of  rescue  workers  forming  a  mile 
long  bucket  brigade  and  reports  of  Osama  bii 
Laden  heading  into  the  mountains  on  horse 
back,  that  the  elemental  particles  of  histor; 
have  always  been  about  people  and  what  thej 
are  capable  of  doing,  thinking,  and  believing. 

In  this  country,  what  we  believe,  distilled  ir 
the  phrase,  "life,  liberty,  and  the  pursuit  of  hap- 
piness," has  never  been  more  important.  On  the 
pages  that  follow,  a  group  of  talented  writer; 
offer  somber,  singular,  and  occasionally  ever 
funny  insights  about  the  pursuit  of  happinessj 
a  phrase  maddeningly  abstract  yet  intuitively) 
understood  by  all  Americans. 

We  decided  that  the  best  way  to  simultaneH 
ously  address  both  what  had  happened  and  the 
magazine's  theme  was  to  have  all  the  living 
presidents  contribute.  Thanks  to  the  efforts  ot 
our  Washington  correspondent,  Carl  Cannon, 
we  offer  essays  by  the  men  for  whom  "life, 
liberty,  and  the  pursuit  of  happiness"  were  both 
self-evident  truths  and  job  descriptions.  You| 
can  find  this  historic  collection  on  page  25. 

If  an  overriding  theme  emerged  from  our 
eclectic  collection  of  essays,  it  is  perhaps  that 
pursuit  is  the  most  important  word  when  con- 
templating happiness.  After  all,  happiness 
rarely  lasts  more  than  a  few  moments  and  is 
never  available  when  beckoned,  yet  we  cannot 
stop  seeking  it  or  imagining  what  it  will  be  like 
when  we  find  it. 

i 

THE  PHOTO  ESSAY 

This  year  we  decided  to  try  something 
different  with  the  composition  of  the  magazine. 
Because  the  Big  Issue  is  always  a  departure  from 
our  usual  coverage  of  technology  and  business, 
we  decided  on  a  departure  within  a  departure. 
Thanks  to  Joanne  Hoffman,  Beth  Brann,  and 
Owen  Edwards,  we  have  "curated"  a  page-by- 
page  exhibition  of  photographs  that  tell  a 
separate  narrative  of  the  pursuit  of  happiness. 

As  you  will  quickly  see,  we  made  no  attempt 
to  match  the  pictures  in  our  exhibition  with  the 
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-writings  of  our  authors.  Rather,  we  pre- 
sent the  pictures  in  a  random  way,  uncap- 
tioned  except  for  the  date  and  the 
photographer's  name.  Inevitably,  there 
are  times  when  coincidental  associations 
occur,  and  other  times  when  word  and 
image  seem  mischievously  mismatched. 
These  connections  and  disparities,  we 
suspect,  will  vary  from  reader  to  reader. 
In  the  end,  words  and  pictures,  though 
different  languages,  tell  the  same  tale, 
each  with  its  particular  eloquence.  In  this 
issue,  that  story  is  the  story  of  America. 

THE  STARTING  TEAM 

The  creation  and  production  of  a  maga- 
zine that  dares  to  call  itself  the  Big  Issue  is 
always  an  enormous  undertaking,  and 
this  year  is  no  exception.  It  is  with  great 
admiration  for  their  skills  and  talents  that 
I  thank  the  staff  of  ASAP,  a  small  group 
that  always  manages  to  generate  big 


ideas.  Thanks  to  Michael  Boland,  who 
was  an  invaluable  editorial  assistant;  to 
Carol  Pogash,  Edward  Clendaniel,  and 
Carl  Cannon  for  their  tireless  work  han- 
dling the  presidents'  project;  to  Eric 
Pfeiffer,  Karen  Southwick,  and  Andrew 
Freiburghouse  for  their  ideas  and  editing; 
to  Lee  Patterson,  Terry  Nagel,  David  de  la 
Fuente,  Lisa  Rosenthal,  Martin  Aronson, 
and  John  T.  Maybury  for  their  superlative 
production  job;  to  Joanne  Hoffman,  Beth 
Brann,  and  John  Micklewright  for 
making  this  the  best-looking  Big  Issue  yet; 
to  Ann  McAdam  for  being  the  center  that 
holds  it  all  together;  to  Michael  S.  Malone 
for  his  valuable  contributions;  and  to 
Owen  Edwards,  who  as  contributor,  col- 
laborator, and  guide  embodies  the  spirit 
of  the  Big  Issue  like  no  other.  Special  thanks 
to  our  fearless  leader,  ASAP's  editor 
Patrick  Dillon,  a  flawless  final  arbiter  of 
both  tone  and  taste.  ■ 
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Who 

Authorized  This? 


And  then  comes  the  even  mord 
radical  part.  The  point  of  this  pursuil| 
was  happiness! 

This  seems  almost  banal  to  moderni 
ears.  But  it  was  far  from  banal  in  the 
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WHY  DOES  THE 
SUCH  EXTREME 
IN  SOME  PARTS 


UNITED  STATES  ELICIT 
HATRED 

OF  THE  WORLD? 
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HAT  America  is  based  on  is 
not  the  achievement  of  some  goal,  the 
capture  of  some  trophy,  or  the  triumph 
of  success.  It's  about  the  process  of 
seeking  something.  It's  about  incomple- 
tion,  dissatisfaction,  striving,  imperfec- 
tion. In  the  late  18th  century,  this  was  a 
statement  in  itself.  In  the  Europe  of  the 
preceding  centuries,  armies  had  gone  to 
war,  human  beings  had  been  burned  at 
stakes,  monarchs  had  been  dethroned, 
and  countries  torn  apart  because  imper- 
fection wasn't  enough.  From  the  Inqui- 
sition to  the  Reformation,  religious 
fanatics  had  demanded  that  the  state 
enforce  holiness,  truth,  and  virtue.  Those 
who  resisted  were  exterminated.  More- 
over, the  power  and  status  of  rulers 
derived  from  their  own  perfection.  Kings 
and  queens  commanded  artists  to  por- 
tray them  as  demi-gods.  Dissenters  were 
not  merely  troublemakers;  they  were 
direct  threats  to  the  perfect  order  of  the 
modern  state.  This  was  a  political  order 
in  which  everything  had  to  be  perfectly 
arranged,  even  down  to  the  internal 
thoughts  of  individual  consciences. 

Enter  the  Americans.  Suddenly  the 
eternal,  stable  order  of  divine  right  and 
church  authority  was  replaced  by  some- 
thing far  more  elusive,  difficult,  even 
intangible.  Out  of  stability  came  the  idea 
of  pursuit.  To  an  older  way  of  thinking, 
the  very  idea  is  heretical.  The  pursuit  of 
what?  Where?  By  whom?  Who  author- 
ized this?  By  whose  permission  are  you 
off  on  some  crazy  venture  of  your  own? 
Think  of  how  contemporary  Islamic 
fundarhentalists  must  think  of  this.  For 
rhem,  the  spiritual  and  intellectual  life  is 
not  about  pursuit;  it's  about  submission. 


It's  not  about  inquiry  into  the  unknown. 
It's  about  struggle  for  the  will  of  Allah. 
Since  the  result  of  this  struggle  is  literally 
the  difference  between  heaven  and  hell, 
there  can  be  no  doubt  about  what  its 
content  is,  or  the  duty  of  everyone  to 
engage  in  it.  And  since  doubt  can  lead 
to  error,  and  error  can  lead  to  damna- 
tion, it  is  also  important  that  everyone 
within  the  community  adhere  to  the 
same  struggle — and  extend  the  struggle 
in  a  fight  against  unbelievers. 

Today  we  find  this  religious  extremism 
alien.  But  it  was  not  alien  to  the  American 
founders.  The  European  Christians  of  the 
16th  and  17th  centuries  were  not  so  dif- 
ferent in  their  obsessiveness  and  intoler- 
ance from  m.any  Islamic  fundamentalists 


18th  century,  and  it  is  far  from  bana 
when  interpreted  by  the  radical  mullahs) 
of  political  Islam.  Here's  the  difference^ 
Before  the  triumph  of  American  democi 
racy,  governments  and  states  and  most 
philosophers  viewed  happiness  as  inci- 
dental to  something  else.  For  Christians 
happiness  was  only  achieved  if  you  were  Wi 
truly  virtuous.  Happiness  was  the  spiri 
tual  calm  that  followed  an  act  of  charity, 
the  satisfied  exhaustion  after  a  day  car-l 
ing  for  others.  For  Aristotle,  happinessi 
was  simply  impossible  without  virtue. 
Happiness  was  an  incidental  experience 
while  pursuing  what  was  good  and  true 
The  idea  of  pursuing  happiness  for  its 
own  sake  would  have  struck  Aristotle  as 
blatant  hedonism.  The  happiness  some 
one  feels  drinking  a  cold  beer  on  a  hot)  icjf. 
day  or  bungee-jumping  off  a  bridge 
was  not  a  happiness  he  recognized. 

And  for  almost  every  pre-American 
society,  other  goals  clearly  had  prece 
dence  over  the  subjective  sense  of  well 
being.  Remember  Cromwell's  England! 
Or  Robespierre's  France?  Or  Stalin's 
Russia?  They  weren't  exactly  pleasure- 
fests.  Again,  in  radical  Islam  today, 
American  notions  of  happiness — choice, 
indulgence,  whimsy,  humor,  leisure, 
art  —  always  have  to  be  subjected  to 
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The  idea  of  pursuing  happiness  for 
its  own  sake  would  have  struck  Aristotle 
as  blatant  hedonism. 


today.  And  against  that  fundamentalist 
requirement  for  uniformity,  the  founders 
of  a  completely  new  society  countered 
with  the  notion  of  a  random,  chaotic, 
cacophonous  pursuit  of  any  number  of 
different  goals.  No  political  authority 
would  be  able  to  lay  down  for  all  citizens 
what  was  necessary  for  salvation,  or  even 
for  a  good  life.  Citizens  would  have  to  fig- 
ure out  the  meaning  of  their  own  lives, 
and  search  for  that  meaning  until  the  day 
they  died.  There  would  be  no  certainty,  no 
surety  even  of  a  destination.  Pursuit  was 
everything.  And  pursuit  was  understood 
as  something  close  to  adventure. 


moral  inspection.  Do  these  activities  con- 
form to  religious  law?  Do  they  encourage 
or  discourage  virtuous  behavior,  without 
which  happiness  is  impossible  and  mean- 
ingless? These  are  the  questions  human 
beings  have  historically  asked  of  the 
phenomenon  that  we  call  happiness. 

Not  so  in  America.  Here,  happiness  is 
an  end  in  itself.  Its  content  is  up  to  each  of 
us.  Some  may  believe,  as  American 
Muslims  or  Christians  do,  that  happiness 
is  still  only  possible  when  allied  to  virtue. 
But  just  as  importantly,  others  may  not. 
And  the  important  thing  is  that  the  gov- 
ernment of  the  United  States  takes  no 
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irofound  interest  in  how  any  of  these 
leople  define  their  own  happiness.  All 
hat  matters  is  that  no  one  is  coerced  into 
form  of  happiness  he  hasn't  chosen  for 
amself — by  others  or  by  the  state. 

Think  of  this  for  a  moment.  What 
unerica  means  is  that  no  one  can 
orcibly  impose  a  form  of  happiness  on 
nyone  else — even  if  it  means  that  some 
leople  are  going  to  hell  in  a  hand  basket. 
:'es,  there  have  been  many  exceptions 
o  this  over  the  years.  America  has  often 
t  en  religious  revivals,  spasms  of  cultural 
'uritanism,  cultural  censorship,  and  so 
in.  But  the  government  has  been  barred 
rom  the  deepest  form  of  censorship: 
he  appropriation  of  any  single  religion 
inder  the  auspices  of  the  state.  You  can 
all  this  all  sorts  of  things.  In  my  book, 
t's  as  good  a  definition  of  freedom  as 
ny.  But  to  others,  countless  others,  it 
eems  a  callous  indifference  to  the  fate  of 
heir  souls,  even  blasphemy  and  degener- 
cy.  This  view  is  held  by  some  Christian 
undamentalists  at  home.  And  it  is  surely 
leld  by  Islamic  fundamentalists  abroad. 
Ve  ignore  this  view  at  our  peril. 


There  are,  of  course,  many  other  rea- 
sons why  America  evokes  hostility  across 
the  globe.  There  are  foreign  policies;  there 
are  historical  failings.  There  is  resentment 
of  American  wealth  and  power.  There  is 
fear  of  the  social  dislocation  inherent  in 
globalization.  But  there  is  also  something 
far  deeper.  What  we  have  forgotten  is  how 


anomalous  America  is  in  the  history  of 
the  world.  Most  other  countries  have 
acquired  identity  and  culture  through 
ancient  inheritance,  tribal  loyalty,  or  reli- 
gious homogeneity.  Even  a  country  very 
like  the  United  States,  Britain,  still  has  a 
monarchy  and  an  established  church.  If 
you  told  the  average  Brit  that  his  govern- 
ment was  designed  to  help  him  pursue 
"happiness,"  he'd  laugh.  Other  developed 
countries,  like  Nazi  Germany,  have  suc- 


cumbed to  the  notion  of  race  as  a  purify- 
ing and  unifying  element.  Some  others, 
like  Pakistan  and  India,  cling  to  common 
religious  identities  to  generate  a  modicum 
of  political  unity.  In  none  of  these  coun- 
tries is  "happiness"  even  a  political  concept. 
And  in  none  of  these  places  is  the  pursuit 
of  something  in  and  of  itself  an  admirable 


goal,  let  alone  at  the  center  of  the  meaning 
of  the  state  and  Constitution. 

And  when  the  society  that  has  pio- 
neered this  corrosively  exhilarating  idea 
of  happiness  becomes  the  most  powerful 
and  wealthy  country  on  earth,  then  the 
risks  of  backlash  increase  exponentially. 
In  the  late  18th  century,  Europeans  could 
scoff  at  banal  American  encomiums  to 
happiness  as  an  amusing  experiment 
doomed  to  failure.  At  the  beginning  of 
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ANDREW  S 


ULLIVAN  ■ 

'ith  the  products 
■om  McDonald's 


the  21st  century,  wit 
such  happiness — fror 
Starbucks  to  MTV — saturating  thl 
globe,  foreigners  can  afford  no  such  corl 
descension.  Happiness  is  coming  tl 
them.  Moral  theological  certainty  jl 
departing,  in  response  to  this,  they  ca 
go  forward  and  nervously  integrate,  a| 
countries  like  China,  South  Korea,  anj 
Russia  are  attempting  to  do.  Or  they  call 


What  power 
four  little  words 
still  have. 


go  back  —  far,  far  back  —  to  a  work 
where  such  notions  of  happiness  were  a 
alien  as  visitors  from  outer  space. 

Far,  far  back  is  where  some  in  thi 
Middle  East  now  want  to  go.  The  root! 
of  Islamic  fundamentalism  go  bacl- 
centuries  and  bypass  many  more  recent 
and  more  open,  strains  of  Islam.  And  we 
are  foolish  if  we  do  not  see  the  interna 
logic  of  this  move.  The  fundamentalist 
Muslims  are  not  crazy.  They  see  tha 
other  cultures  are  slowly  adapting  to  thi 
meme  of  the  pursuit  of  happiness,  frorr 
Shanghai  to  Moscow,  from  Bombay  tc 
Buenos  Aires.  They  see  that  they  are  nexi 
in  line.  But  they  also  see  that  such  a 
change  would  deeply  alter  their  religion 
and  its  place  in  society.  So  they  resist. 

They  know  that  simply  accommodat 
ing  piecemeal  to  slow  change  will  doom 
them.  So  they  are  pulling  a  radical  move 
a  step  far  back  into  the  past,  allied  with  a 
militarist  frenzy  and  rampant  xenopho 
bia  to  buttress  it.  This  move  is  the  belated 
response  of  an  ancient  religious  impulse 
to  the  most  radical  statement  of  the 
Enlightenment,  which  is  why  it  is  indeed 
of  such  world-historical  importance 
As  I  write  I  have  no  idea  as  to  the  con 
elusion  of  this  new  drama  in  world 
history,  except  that  it  will  have  ramifica 
tions  as  large  and  as  lasting  as  the  end  of 
the  Cold  War. 

What  power  four  little  words — 
the  pursuit  of  happiness — still  have 
And  what  carnage  they  must  still  endure 
to  survive.  ■ 

Andrew  Sullivan,  a  contributing  writer 
for  the  New  York  Times  Magazine,  writes 
daily  for  www.andrewsullivan.com. 


let 

m 


^ah^  The  Games  are  months  < 
J||HL   and  already  records 
^^1^  are  being  shattered. 


le  2002  Olympic  Winter  Games  in  Salt  Lake  City  won't  just  deliver  record-breaking  performances  by  the  world's  greatest  athletes.  They'll  deliver 
cord-breaking  bandwidth:  10  times  more  video,  audio  and  data  than  any  Olympic  Winter  Games  in  history, 
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Life,  Liberty,  and 
Whoop-de-do! 

IN  WHICH  OUR  MAN  IN  MIRTH  DECLARES 
A  NEW  KIND  OF  INDEPENDENCE 


UCH  OF  THE  WORLD  is  COnfuScd 


and  infuriated  by  America.  And  I  con- 
tend that  happiness  is  the  source  of  the 
confusion  and  fury.  Other  countries  are 
established  upon  pride,  power,  national- 
ity, blood,  and  religion.  Not  America. 
Pursuit  of  happiness  is  what  we're  all 
about.  It's  front  and  center  in  our  char- 
ter, an  inalienable  right;  the  Declaration 
of  Independence  says  so.  No  talk  of  hap- 
piness appears  in  England's  Magna  Carta. 
The  French  Revolution's  Declaration  of 
the  Rights  of  Man  and  Citizen  fails  to 
address  the  subject.  Article  24  of  the 
United  Nations'  Universal  Declaration  of 
Human  Rights  does  state,  "Everyone  has 
the  right  to  rest  and  leisure,  including... 
periodic  holidays  with  pay."  But  this  is 
not  the  sam.e  as  the  pursuit  of  happi- 
ness— as  anyone  who  has  wasted  a  vaca- 
tion dragging  whiny  children  on  a  tour  of 
United  Nations  headquarters  knows. 

The  happiness  of  America  is  uniquely 
American.  It  has  nothing  to  do  with  gen- 
eral trends  in  Western  civilization.  The 
New  Testament,  arguably  the  founding 
document  of  Western  civilization,  men- 
tions happiness  just  six  times  and  never  in 
a  happy  context.  Peter's  First  Epistle,  to 
persecuted  Christians  in  Asia  Minor,  says, 
"If  ye  suffer  for  righteousness'  sake,  happy 
are  ye."  Jesus  is  quoted  as  using  the  word 
happy  only  once,  on  the  occasion  of 
washing  his  disciples'  feet.  We  admire  the 
Son  of  Man,  but  us  sons  of  guns  who 
populate  America  don't  pursue  our  hap- 
piness this  way. 

The  United  States  is  the  first  and,  so 
far,  the  only  among  happy  nations. 
And  the  fact  that  we  are  enduring  an 
unhappy  attack  upon  our  happiness 
doesn't  change  our  devotion  to  the  prin- 
ciple that  we  should  be  the  United 


Happy  States  of  America. 

Yet  even  during  America's  happiest 
moments — say,  at  the  peak  of  the  dot- 
com boom  and  the  Clinton  frivolities — 
you  would  not  necessarily  have  known 
that  Americans  were  happy.  Not  by 
reading  our  newspapers,  watching  our 
television  broadcasts,  or  listening  to  our 
radio  call-in  shows.  The  New  York  Times 
wasn't  running  front-page  headlines: 
"HIGHEST  STANDARD  OF  LIVING 
FOR  LARGEST  NUMBER  OF  CITI- 
ZENS EVER  IN  HISTORY  AGAIN 
THIS  YEAR."  Dr.  Laura  refused  to  tell 
the  folks  who  phoned  her,  "Relax  and 


You've  just  recognized 
that  Hugh  Hefner's 

girlfriend  No.  6 
is  your  husband  in  a 
blonde  wig. 


have  a  beer."  And  we  never  found  the 
New  York  Yankees  in  such  a  good  mood 
that  they  let  another  baseball  team  win 
the  World  Series — just  to  be  nice. 

Instead,  long  before  the  terrorist 
attacks,  trouble  brewed,  doom  cracked, 
woe  betided.  Everyone  in  Ainerica  had  a 
job  discrimination  case,  a  learning  dis- 
ability, a  substance-abuse  problem,  a 
computer  virus,  and  25  extra  pounds 
around  the  middle.  Plus,  there  was 
global  warming. 

This  refusal  of  ours  to  be  happy  even 
during  the  happiest  of  times  was  no 
surprise.  Happiness  is  a  confounding  and 
elusive  matter.  I'm  happy  does  not  mean 


I'm  having  fun.  Recall  the  fun  you'vl 
had.  If  it  was  really  fun,  it  didn't  maki 
everybody  happy.  I'm  happy  is  nol 
the  same  as  I'm  content,  which  mean 
I'm  not  happy  but  I  won't  complai\ 
because  no  one  listens  to  pitiful,  little  ma 
And  I'm  happy  is  distinct  from  thosi 
spasms  of  ecstasy  that  do  not  elicit  anj 
printable  phrases. 

Happiness  isn't  impossible  to  describe 
But,  paradoxically,  no  one  can  listen  tc 
descriptions  of  happiness  for  long.  Com 
pare  Dante's  Inferno  with  Dante's  Para 
diso.  Dante's  beloved  Beatrice  woulc 
have  died  of  boredom  if  he  had  tried  read 
ing  to  her  from  Paradiso  rough  drafts.  Or 
a  less  exalted  plane,  let  any  huggy-lovev 
couple  show  you  their  honeymoon  slides. 
Except,  perhaps,  Angelina  Jolie  and  Billy 
Bob  Thornton — if  that's  the  kind  of  thing 
that  makes  you  happy. 

It's  easy  enough  to  describe  happi- 
ness— to  an  empty  room  after  friendsi 
and  acquaintances  had  remembered 
they  have  pressing  appointments  else- 
where. But  happiness  is  not  so  easily 
defined.  If  you  think  about  the  times  in 
your  life  when  you  were  most  happy, 
you  realize  you  often  didn't  know  how 
happy  you  were.  When  the  kids  were 
little. ..and  you  hadn't  slept  in  three 
years.  That  first  job  in  Manhattan... 
being  groped  by  the  assistant  marketing 
director  and  sharing  a  one-bedroom 
East  99th  Street  apartment  with  11  other 
people.  Those  halcyon  days  at  Prince- 
ton...that  you  flunked  out  of. 

Knowing  you  don't  know  when  you're 
happy  raises  the  troubling  possibility 
that  you  might  be  wildly  happy  now. 
Never  mind  that  your  12th-grade  daugh- 
ter has  Gary  Condit's  name  tattooed  on 
her  thigh,  your  job  as  American  studies 
professor  at  Ohio  State  was  outsourced 
to  a  maquiladora  in  Ciudad  Juarez,  or 
you've  just  recognized  that  Hugh  Hef- 
ner's girlfriend  No.  6  is  your  husband  in 
a  blonde  wig. 

Happy  is,  in  fact,  used  as  a  none-tofi- 
complimentary  adjective:  happy-go-lucky, 
slaphappy,  happy  horseshit,  happy  as  a 
pig  in  same.  The  catchphrases  "one  big 
happy  family,"  "Is  everybody  happy?"  and 
"I  hope  you're  happy  now"  are  rarely 
spoken  without  a  slime  of  irony.  Then 
there's  whatever  it  was  that  the  Beatles 
were  getting  at  with  "Happiness  Is  a 
Warm  Gun,"  although  it  happens  to 
be  true  under  certain  circumstances.  Try 
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fighting  the  Taliban  by  squeezing  a  puppy. 

The  Declaration  of  Independence 
reads,  we  note,  "Life,  Liberty  and  the  pur- 
suit of  Happiness,"  not,  "Life,  Liberty 
and  NXTioop-de-do!"  This  choice  of  words 
may  have  to  do  with  what  becomes  of  the 
poor  suckers  who,  pursuing  their  happi- 
ness, actually  catch  it.  The  fellow  who 
caught  the  winning  touchdown  in  the 
high  school  football  game  and  his  wife, 
the  homecoming  queen,  went  on  to  join 
the  aliens-arriving-on-a-comet  suicide 
cult  in  San  Diego.  The  computer  geek 
who  made  millions  in  high  tech  before 
he  was  20  is  back  living  at  home  with  his 
parents,  earning  pocket  money  by  helping 
the  neighbors  post  Cabbage  Patch  Kids 
doll  collections  on  eBay.  Or,  at  least,  the 
rest  of  us  would  be  happy  to  think  that's 
what  became  of  these  people. 

Winning  the  race  to  happiness  is  prob- 
lematic, but  so  is  knowing  where  to  start 
and  finish  and  which  direction  to  run. 
Philosophy  is  no  help.  "Very  little  is 
needed  to  make  a  happy  life,"  said 
Marcus  Aurelius.  Tell  it  to  the  kids  on  a 
rainy  day,  Marco,  when  the  DVD  player 
is  on  the  fritz,  the  Game  Boy  is  out 
of  batteries,  and  the  SUV  won't  start. 
"Happiness  is  activity  in  accordance  with 
excellence,"  said  Aristotle,  who  must  have 
been  a  better  golfer  than  I  am.  The 
Epicureans  would  be  expected  to  know 
something  about  pursuing  happiness. 
Epicurus  said,  "Pleasure  is  the  beginning 
and  the  end  of  living  happily."  I'll  get  the 
gin,  you  find  some  olives  and  vermouth. 
But  then  Epicurus  went  on  to  say,  "It  is 
impossible  to  live  pleasurably  without 
living  wisely,  well,  and  justly."  Fine,  for 
people  who  pursue  their  happiness  by  eat- 
ing oat  bran,  reading  St.  Peter's  Epistles, 
and  not  ducking  out  of  jury  duty.  Solon  of 
Athens  declared,  "Until  he  is  dead,  do  not 
yet  call  a  man  happy."  And  then  what  do 
you  call  him? 

The  difficulty  with  how  to  get  happy 
is  evident  in  the  root  of  the  word,  from 
the  Old  Norse  happ,  meaning  good 
luck.  We  don't  seek  the  things  that 
make  life  worth  living  by  nailing  a 
horse  loafer  to  our  door,  carrying  the 
severed  limb  of  a  rabbit  in  our  pants 
pocket,  or  searching  the  lawn  for  speci- 
mens of  mutant  trifolium.  Valuable 
skills  are  not  obtained  while  rummaging 
in  an  old  trunk  in  the  attic.  You  don't 
scratch  a  lottery  ticket  and  get  a  loving 
family — although,  if  it's  the  right  lottery 


ticket,  that  family  will  like  you  better. 

What's  worse,  happiness  is  a  lucky 
thing  that  refuses  to  happen  by  chance. 
Faith,  wisdom,  and  romance  sometimes 
lie  in  wait  for  us.  Truth  does  so  all  too 
often.  Even  money  will  hunt  us'down. 
But  happiness  is  the  TV  remote,  the  car 
key,  the  other  earring  of  life. 

Maybe 'happiness  just  isn't  a  happy 
subject.  What's  happiness  doing  in  the 
Declaration  of  Independence,  anyway? 
The  original  catalog  of  inalienable  rights, 
to  which  the  Declaration  refers,  comes 
from  sources  such  as  John  Locke's 
"Second  Treatise  of  Civil  Government"  in 
which  he  wrote  "Lives,  Liberties  and 
Estates,  which  I  call  by  the  General  Name, 
Property.^'  Mazuma,  smackeroos,  do-re- 
mi,  frog  skins  was  what  the  man  was  say- 
ing. But  Thomas  Jefferson,  who  drafted 

Americans  might  be 

more  inclined 
to  say,  "Drunken  days 

are  here  again!" 
or  "Sexually  aroused 
to  meet  you." 


the  Declaration,  and  Benjamin  Franklin 
and  John  Adams,  who  revised  and  edited 
it,  chose  not  to  mention  anything  as  blunt 
as  "Life,  Liberty,  and  Stinking  Wealth." 
Why  is  a  matter  of  debate.  It  may  have 
been  simply  that  Jefferson,  Franklin,  and 
Adams  were  happy.  Tom  had  Sally 
Hemings  up  to  Philadelphia  for  the  week- 
end. Ben  nabbed  the  Declaration  of 
Independence  printing  contract.  And 
John  was  drinking  rum.  The  Declaration 
would  be  a  more  exciting  document  if 
it  read,  "Pursuit  of  government  boodle, 
getting  a  little  leg,  and  here's  mud  in 
your  eye!"  And  Americans  might  be  less 
obsessed  with  happiness  and  more 
inclined  to  say  such  things  to  each  other 
as,  "Wealthy  birthday!,"  "Drunken  days 
are  here  again!,"  or  "Sexually  aroused  to 
meet  you." 

There  are,  however,  other  theories. 
Roger  Pilon,  chief  constitutional  scholar 
at  the  Cato  Institute,  believes  Jefferson 
detected  a  flaw  in  the  logic  of  Locke's 
inalienable  rights.  Property  has  to  be 
alienable,  in  a  legal  sense,  or  you  can't 


get  rid  of  it.  Selling,  leasing,  and  lending 
things  is  about  alienating  your  rights  in 
them.  Otherwise,  the  world  as  we  know 
it  doesn't  exist.  Steve  Jobs  and  Steve  Woz- 
niak  still  have  the  pocket  calculator  they 
used  to  raise  money  to  start  Apple,  so 
when  you  go  to  work  there's  nothing  on 
the  screen  of  the  computer  that  doesn't 
exist  at  the  job  you  don't  have  because 
you're  still  farming  the  20-acre  tobacco 
patch  your  ancestors  gypped  Indians  out 
of  with  beads  and  trinkets  the  last  time 
anybody  was  able  to  buy  anything,  when 
George  III  was  still  around. 

But  in  a  list  of  inalienable  rights, 
property  still  must  be  given  its  due.  Prop- 1 
erty  is  an  important  aspect  of  the  pursuit 
of  happiness.  Pilon  says  the  Founding 
Fathers  would  have  considered  this 
materialistic  side  of  happiness  to  be,  as 
they  liked  to  say,  "self-evident."  Try  pay- 
ing your  mortgage  with  a  hug.  The  foun- 
ders were  materialistic  fellows.  Diogenes 
may  have  lived  in  a  barrel,  but  Tom,  Ben, 
and  John  would  have  asked,  ''Whose 
barrel?"  Diogenes  was  elated  when  he 
discovered  that  he  could  drink  from  his 
cupped  hands  and  dispense  with  his 
mug.  But  this  shows  that  even  the  most 
ascetic  pursuit  of  happiness  involves 
consideration  of  the  material  world  (and 
shows  that  Diogenes  was  a  cement  head 
who  had  to  found  a  whole  school  of  phi- 
losophy to  figure  out  how  to  get  water 
from  a  puddle  to  his  face). 

Pursuit  of  Happiness  was  substituted 
for  Property  in  the  Declaration  of  Inde- 
pendence, says  Pilon,  not  to  denigrate 
material  wealth  but  to  indicate  a  broader 
concept  of  materialism.  Pursuit  of  happi- 
ness includes  not  only  being  a  farmer  but 
also  engaging  in  commerce,  providing 
services,  and  using  the  creative  facul- 
ties to  generate  what  we  now  call  "intel- 
lectual property." 

That  sounds  like  work  to  me.  Maybe 
the  world  is  confused  and  infuriated  by 
America,  and  Americans  are  confused  and 
perplexed  by  happiness,  because,  as  it 
turns  out,  our  country  is  established  upon 
the  useful,  the  productive,  the  worth- 
while— the  pursuit  of  work.  This  is  not 
what  most  of  us  had  in  mind,  in  Amer- 
ica or  anywhere  else.  There  is  no  reggae 
song  titled  "Don't  Worry,  Get  a  Job."  ■ 

P.].  O'Rourke  is  a  writer  for  the  Atlantic 
Monthly.  His  most  recent  book  is  The 
CEO  of  the  Sofa. 
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DONALD  TRUMP,  intervip.wp.d  hy  Gu>Pndn  Blair 


^ow  I  Did 


a  Great  Job 

LOOKING  WITHIN  FOR  THE  ART  OF  THE  DEAL 


Hi  'VE  NEVER  THOUGHT  of  happiness.  I 
lever  think  of  happiness  today.  I  never 
hink  in  terms  of  being  happy  or  being  sad. 
just  am  what  I  am.  I  beHeve  in  the  power 
)f  positive  thinking,  that  you  convince 
yourself  to  be  positive  or  you  convince 
ourself  to  be  happy.  But  I  don't  think 
ou  can  just  say,  "I'm  going  to  be  happy, 
'm  going  to  be  happy,  I'm  going  to  be 
appy."  You  have  to  do  things  that  make 
ou  happy.  But  it's  a  subconscious  thing, 
t's  not  a  conscious  thing. 

Many  people  have  said  to  me,  "You 
eally  didn't  have  any  problems.  You  got 
our  zoning  for  your  biggest  job  during  a 
bad  period,  you  got  a  divorce  settled  for 
peanuts."  They  ask  me  if  I  planned  it  that 
way.  I  never  thought  of  it.  I  wish  I  was  that 
smart.  But  I  was  down  in  the  dumps,  and 
I  was  in  trouble,  and  I  settled  the  divorce, 
and  I  settled  huge  zoning  issues,  and  I 
bought  back  debt  at  huge  discounts  in 


some  cases.  I  mean,  I  did  a  great  job,  one  of 
the  great  jobs.  I'm  in  the  Guinness  Book  of 
World  Records  for  making  the  greatest 
comeback  in  financial  history. 

Somebody  might  ask,  "How  did  you 
think  positively  through  those  down  peri- 
ods?" I  didn't  think  positively.  I  didn't 
think  negatively.  I  just  thought  about  the 
goal.  The  goal  was  that  I  wanted  to  be 
stronger  and  wealthier.  People  used  to  say, 
"Oh,  he  was  a  1980s  phenomenon."  Now, 
somebody  wrote  a  couple  of  weeks  ago 
that  I  may  have  been  a  1980s  phenome- 
non but  I  was  much  bigger  in  the  1990s. 
Which  makes  me  feel  better,  because  I 
don't  want  to  be  known  as  an  '80s  pheno- 
menon. I  want  to  be  known  as  a  phenome- 
non until  I  kick  the  bucket. 

My  early  goals  were  to  be  successful — 
to  do  what  my  father  did  as  a  developer,  but 
bigger,  better,  stronger,  higher.  That  was  my 
subconscious  goal.  Consciously,  I  wanted 
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to  be  a  baseball  player.  I  wanted  to  be  other 
things,  too.  But  all  of  a  sudden  I  was  doing 
real  estate  and  doing  it  well,  and  it  got 
bigger  and  better  and  was  more  and  more 
fun.  But  it  wasn't  like  I  sat  down  and  wrote 
goals;  I  just  did  things.  Things  happen, 
things  come  about,  opportunities  come 
about.  When  obstacles  come  up,  I  think  you 
just  have  to  go  through  them,  almost  as  if 
you  don't  see  them.  Of  course,  it's  not  that 
you  don't  see  them,  but  because  goals 
change,  obstacles  change,  too.  Obstacles 
sometimes  become  bigger  obstacles,  and 
sometimes  they  become  assets.  For  in- 
stance, in  a  recent  deal,  some  things  that 
weren't  going  to  be  easy  turned  out  to  be 
very  good.  That  was  more  timing  than  my 
talent,  but  who  really  knows  what  timing 
is?  Sometimes  timing  is  waiting  and  delay- 
ing until  certain  things  happen.  But  it's  not 
as  structured  as  we  might  want  to  believe. 

I  don't  tell  my  sons  and  daughters  any- 
thing about  happiness.  I  could  give  them  a 
12M-minute  course  on  happiness,  but  it 
would  just  be,  what  makes  me  happy  is 
working  and  doing  things  that  are  positive 
and  achieving  goals.  There  are  things  that 
give  me  pleasure,  of  course,  but  happiness 
is  always  momentary.  What's  sad  about 
that  is  that  I'm  never  satisfied.  I  don't  know 
if  I'm  capable  of  being  satisfied.  There  may 
be  a  momentary  pleasure,  but  then  it's  off 
to  the  next  victim.  I  have  friends  who  feel 
that  they  can  do  something  that  will  make 
them  happy  forever,  and  I  think  they're 
much  better  off  than  I  am.  There's  a  cer- 
tain type  of  personality  that  can  be  happy 
with  very  minor  pleasures,  and  those 
people  are  generally  better  off  in  the 
overall  scope.  They're  not  usually  people 
who  are  very  successful,  however. 

My  publishers  want  me  to  write  The 
Art  of  the  Deal  Part  II.  At  some  point  I 
may,  and  it  would  be  wonderful  if  within 
that  book  I  could  put  that  every  single  thing 
I  do  in  life  is  so  structured  and  so  perfect 
and  so  thought  out,  including  happiness.  I 
don't  know  what  makes  me  happy.  Pursuit 
makes  me  happy.  Success  makes  me  happy. 
Deals  make  me  happy.  Competition  makes 
me  happy.  Well,  competition  if  I  win.  ■ 

Donald  Trump  amassed  a  billion-dollar 
real  estate  empire  in  the  1980s.  The  crum- 
bling and  rebuilding  of  that  empire  is 
described  in  his  book.  The  Art  of  the 
Comeback.  Gwenda  Blair  is  the  author 
o/'The  Trumps:  Three  Generations  That 
Built  an  Empire. 
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Now  imagine  there  are 
40,000  people  in  the 
boat.  Or  400,000.  How  d 
you  keep  your  employee 
pulling  in  the  same 
direction?  Especially  in 
difficult  economic  time; 
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effort  and  efficiency  to 
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customer  satisfaction.  A 
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Employee  Relationship 
Management  software. 
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instant  access  to  the 
company's  knowledge  an 
information.  People 
can  share  data  and  tactic 
Make  smarter  decisions 
And  produce  better 
results  for  your  ctistomei 
Now  even  the  biggest 
worldwide  corporation 
can  work  the  way  it  need 
to  work.  As  one. 
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ALL  THE  LIVING 

PRESIDENTS 

IN  WHICH  OUR  CHIEFS  HAIL  JEFFERSON,  HAPPINESS,  AND  THE  AMERICAN  SPIRIT 


BY  CARL  M.  CANNON 


F 

■  c 


OR  THE  PAST  19  YEARS, 

I  have  held  a  White  House 
"hard  pass,"  which  gives  me 
access  to  presidential  press  con- 
ferences, daily  briefings,  the 
White  House  grounds,  and,  on 
occasion,  to  the  presidents 
themselves.  I  have,  to  varying 
degrees,  reported  on  the  doings 
of  Ronald  Reagan,  George 
Bush,  Bill  Clinton,  and  George  W.  Bush. 

Hundreds  of  times  I  have  heard  the  last 
six  presidents  utter  the  phrase  "pursuit  of 
happiness."  I  had  never  much  thought 
about  what  Thomas  Jefferson  expected  us 
to  do  with  such  soaring  language  —  or 
what  presidents  meant  when  they  repeated 
it.  But  then  our  nation  was  attacked. 
Suddenly  we  were  in  a  war  not  of  our 
choosing.  And  our  citizens  became  targets. 
I  came  to  realize  how  much  of  a  president's 
job  description  is  to  make  sure  that  we  are 
I  safe  enough  to  be  able  to  pursue  our  lives 
and  our  happiness. 

My  assignment — to  solicit  the  views 
of  each  of  the  living  presidents — lasted 
through  the  summer  and  into  the 
autumn.  The  job  was  fun,  at  least  until 
September  11. 

Ford,  the  most  easygoing,  was  the 
most  cooperative.  He  called  from  Vail, 
Colorado,  gloating  about  the  wonderful 


mountain  weather.  The  elder  Bush — his 
staff  calls  him  "41"  to  distinguish  him 
from  his  son,  the  43rd  president — ini- 
tially declined  to  participate.  But  I  sent  his 
chief  of  staff  an  email  saying  that  a  man 
who  jumped  out  of  an  airplane  for  fun  50 
years  after  he  bailed  out  over  the  Pacific, 
and  who  told  the  press  corps  the  night  he 
lost  the  presidency  that  he  couldn't  wait  to 
get  into  "the  grandfather  business,"  must 
have  insights  about  happiness  that  the 
American  people  needed  to  hear.  Forty- 
one  must  have  liked  that,  because  the  next 
day  he  batted  out  his  essay.  Clinton 
wanted  to  do  it,  but  his  way.  After  cover- 
ing him  for  eight  years,  I  wasn't  surprised. 
But  he  did  surprise  me,  and  his  staff,  by 
making  his  deadline.  Carter  was  reluc- 
tant, but  when  I  ambushed  him  outside 
his  church  in  Plains,  Georgia,  he  gra- 
ciously discussed  the  kind  of  happiness 
that  comes  from  his  deep  religious  faith. 


For  Reagan,  who  can  no 
longer  speak  for  himself,  we 
found  a  chilling  warning,  writ- 
ten more  than  21  years  ago. 

That  left  Bush  "43."  Exacdy 
one  month  after  the  attacks 
on  the  World  Trade  Center 
and  the  Pentagon,  he  spoke 
eloquently  to  this  issue  at  a 
White  House  ceremony:  "The 
American  people  need  to  go  about  their 
lives,"  Bush  said.  "Our  government  will 
fight  terrorism  across  the  seas,  and  we'll 
fight  it  here  at  home.  And  the  American 
people  need  to  fight  terrorism  as  well 
by  going  to  work,  going  to  ballgames, 
getting  on  airplanes,  singing  with  joy 
and  strength. ..They  will  not  take  this 
country  down." 

Taking  his  own  advice,  the  president 
made  it  to  a  World  Series  game.  He  also 
found  time  after  September  11  to  write 
a  brief  statement  for  Forbes  ASAP  on 
America's  moral  compass  and  the  pursuit 
of  happiness.  ■ 

Carl  M.  Cannon  is  the  White  House 
correspondent  for  the  National  Journal 
and  the  president-elect  of  the  White 
House  Correspondents  Association.  His 
"Letter  from  Washington"  appears  regu- 
larly in  Forbes  ASAP. 
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GERALD  FORD 


DOING  THE  RIGHT  THING 


PARDONING  NIXON  FOR  THE  SAKE  OF  THE  NATION 


N 


EARLY  30  YEARS  AGO,  during  his 
presidency,  Gerald  Ford  drew  on  boy- 
hood memories  to  describe  what  the  pur- 
suit of  happiness  meant  to  him.  "It  was 
the  Fourth  of  July.  For  weeks  we  would 
save  up  our  pennies,  nickels,  and  dimes, 
and  then,  at  the  last  moment.  Dad  would 
come  through  with  a  couple  of  bucks  for 
skyrockets.  Then,  of  course,  there  would 
he  the  big  flag  to  hang  out  on  the  front 
porch  and  the  ice  cream  freezer  to  turn 
and  the  first  big  spoonful  that  gave  you  a 
headache. ...  There  would  be  a  picnic  and 
Softball  games;  the  endless  wait  until  it 
got  dark  enough  for  the  Roman  candles; 
sparklers  for  the  little  ones,  who  really 
liked  the  lightning  bugs  better.  When  it 
was  all  over,  you  went  to  bed  happy 
because  you  knew  it  would  happen  all 
over  again  the  next  Fourth  of  July." 

From  his  home  in  Vail,  Colorado, 
Ford,  88,  talked  to  Forbes 
ASAP  about  how  his  think- 
ing has  evolved  during  his 
lifetime: 

I  have  a  little  different  per- 
spective on  the  pursuit  of  hap- 
piness than  I  did  as  a  younger 
man.  It's  a  terrific  phrase,  isn't 
it?  Part  of  the  genius  of  what 
Jefferson  wrote  is  that  it  means 
different  things  to  you  at  dif- 
ferent stages  of  your  life.  As 
your  goals  change,  its  meaning 
changes.  It's  always  relevant. 
Today,  the  pursuit  of  happi- 
ness for  me  means,  most  of  all, 
enjoying  the  happiness  of  our 
family — of  our  children  and 
grandchildren. 

I  certainly  had  a  much  dif- 
ferent concept  as  a  young  con- 
gressman and  then,  later,  a 
different  one  when  I  was  pres- 
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ident.  As  a  member  of  Congress,  I  was 
caught  up  in  the  idea  of  serving  my  country 
and  in  my  own  personal  ambition  as  well, 
which  was  to  be  Speaker  of  the  House. 
But  that  never  materialized  for  me. 

That  great  phrase  had  an  impact  on  me 
as  president.  Every  decision  you  make  in 
that  job  comes  under  the  umbrella  of  "the 
pursuit  of  happiness."  That's  because 
your  job  in  the  White  House  is  to  make 
decisions  that  help  your  fellow  Americans 
pursue  their  happiness.  I  didn't  pardon 
Nixon  because  I  was  pursuing  happiness 
for  myself — or  for  him.  I  did  it  because 
I  thought  it  was  the  right  thing  to  do  for 
the  country.  If  you  don't  have  that  as 
your  goal  on  a  day-to-day  basis,  you're 
off  track.  What's  good  for  the  country  is 
your  pursuit  of  happiness  as  president. 

You  hope  that,  in  time,  people  come 
to  see  that  you  had  the  interests  of  the 
country  at  heart.  I  was  happy  this  year 
when  Caroline  and  Ted  Kennedy,  what- 
ever their  views  of  the  pardon  at  the 


time,  gave  me  the  Profile  in  Courage 
Award  for  that  decision.  It  was  an  over- 
whelming honor. 

I  used  to  golf  here  a  lot,  and  I  always 
skied,  but  I  don't  now.  Six  years  ago  I 
had  both  knees  replaced,  and  my  ortho- 
pedic surgeon  told  me  I'd  skied  40  years 
and  that  was  enough.  When  I  started  in 
1939,  we  had  wooden  skis,  leather  boots, 
inadequate  bindings,  and  rope  tows. 
These  days,  at  Christmas,  I'm  in  charge 
of  the  grandchildren,  who  range  in  age 
from  21  to  1. 1  get  them  on  the  ski  slopes, 
get  them  in  ski  schools,  and  logistically, 
that's  a  big  assignment.  I  enjoyed  skiing. 
Now  I  enjoy  the  grandkids.  A  couple 
of  them  have  taken  up  snowboarding, 
which  their  grandfather  never  did.  I'm 
a  traditionalist!  But  in  truth,  it's  gratify- 
ing to  see  your  children  and  grandchildren 
do  something  you  never  had  the  oppor- 
tunity to  do.  It  represents  progress  — 
and  that's  always  been  part  of  the  pursuit 
of  happiness.  ■ 
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HENRI  CARTIER-BRESSON 


Technology  never  stands  still.  Especially  at  Delphi.  For  over  a  century,  we've  been  turning  visionary 


ideas  into  reality.  Now,  after  just  two  years  as  an  independent  corporation,  we've  become  the 
highest-ranked  new  company  on  the  Fortune  500®  at  number  57.  And  while  we're  known  as  the  world 
leader  in  automotive  technology,  some  of  our  systems  are  so  advanced  they're  in  demand  beyond 
the  automotive  world  —  in  everything  from  telecommunications  to  medical  applications.  So  think  fast. 
And  look  for  us  at  NYSE:  DPH  on  the  New  York  Stock  Exchange.  Or  catch  us  at  www.delphiauto.com. 
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JIMMY  CARTER 


A  HUMBLE  WALK 

SERMONS  FROM  A  PLAINS  SPOKEN  MAN 


J 


IMMY  Carter,  a  Southern  Baptist 
and  former  Christian  missionary,  came 
to  office  talking  not  about  happiness 
but  about  faith  and  about  duty.  When 
he  left  office  in  January  1981,  Carter 
spoke  about  human  rights  and  what 
he  saw  as  the  modern  interpretation  of 
Jefferson's  words  in  the  Declaration 
of  Independence. 

"  We  know  that  democracy  is  always  an 
unfinished  creation"  Carter  said.  "Each 
generation  must  rediscover  the  meaning  of 
this  hallowed  vision  in  the  light  of  its  own 
modern  challenges.  For  this  generation, 
ours,  life  is  nuclear  survival;  liberty  is  hu- 
man rights;  the  pursuit  of  happiness  is  a 
planet  whose  resources  are  devoted  to  the 
physical  and  spiritual  nourishment  of 
its  inhabitants." 

In  the  ensuing  20  years. 
Carter  has  continued  to  walk 
the  walk  of  his  faith.  If  he's  not 
heading  to  some  Third  World 
trouble  spot  to  monitor  elec- 
tions or  building  Habitat  for 
Humanity  homes  for  the  poor. 
Carter  can  be  found  teaching  a 
Bible  school  class  at  Mara- 
natha  Baptist  Church  in  his 
hometown  of  Plains,  Georgia, 
which  is  where  Forbes  ASAP 
caught  up  with  him  on  Sunday, 
September  30,  2001,  the  day 
before  his  77th  birthday. 

"It  depends  on  where  you 
find  your  happiness,"  Carter 
rephed  when  asked  what  pur- 
suit of  happiness  means  to  him 
today.  "As  I  tried  to  say  in  to- 
day's lesson,  the  truth  preserved 
in  the  teachings  of  Christ — 
what  the  Bible  says — is  that 
your  happiness  is  not  based  on 
worldly  successes  and  failures." 
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One  week  before.  Carter  told  the 
Maranatha  congregation  that  a  planned 
trip  to  oversee  elections  in  Bangladesh  had 
been  scrapped  because  of  the  Septem- 
ber 11  attacks.  Fie  used  a  portion  of  his 
Bible  class  to  discuss  Islamic  rage  and 
even  read  the  chilling  words  of  Osama 
bin  Laden's  two  previous  fatwas. 

As  President  Bush  has  done.  Carter 
defended  most  Muslims,  saying  that 
Osama's  theories  are  no  more  reflective  of 
true  Islam  than  the  Ku  Klux  Klan  is  of 
Christianity.  Such  hatred,  he  said,  ema- 
nates from  a  part  of  the  world  that  excori- 
ates people  because  of  their  race  and 
religion  and  that  grants  women  no  rights. 

The  following  Sunday,  Carter's  ser- 
mon dealt  with  the  raising  of  Lazarus.  To 
illustrate  his  point  that  even  devout  peo- 
ple don't  know  God's  will,  he  cited  his 
1966  gubernatorial  loss  to  segregationist 


Lester  Maddox.  Defeat,  he  learned,  was 
an  opportunity  to  strengthen  his  faith. 
This  time,  he  lingered  awhile  after  thej 
service  was  over: 

"You  think  you  have  a  successfull 
and  happy  life,  but  if  you  lead  a  Christ-i 
ian  life,  it  surpasses  all  understanding,"' 
he  said  in  response  to  a  question  about 
Jefferson's  words.  "I  found  that  out  ini 
my  own  life — that  apparent  failures  can 
actually  lead  to  true  happiness,  a  differ- 
ent kind  of  happiness." 

Fie  was  also  shown  a  transcript  of  his 
own  words  about  Jefferson's  challenge — 
the  one  from  his  1981  farewell  address — 
and  was  asked,  if  in  light  of  what  happened 
on  September  11,  his  own  words  still  rang 
true  to  him.  He  nodded  his  head. 

"What  I  wrote,  that's  still  true,  yes,'" 
Jimmy  Carter  said  quietly.  "But  there's 
always  a  new  threat,  isn't  there?"  ■ 
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RONALD  REAGAN 


TRACKING  DESTINY 

TAKING  A  STAND  AGAINST  TERROR 


A 


Is  FORMER  President  Dwight 
D.  Eisenhower  once  warned  Americans 
about  the  military-industrial  complex, 
so,  too.  President  Ronald  Reagan  warned 
Americans  about  the  dangers  of  terror- 
ism— more  than  two  decades  before 
terrorists  came  to  America. 

In  August  1980,  in  a  little-publicized 
speech  to  a  Chicago  gathering  of 
the  Veterans  of  Foreign  Wars,  Reagan 
argued  that  in  order  to  guarantee 
life,  liberty,  and  the  pursuit  of  happi- 
ness, we  must  cultivate  peace  as  our 
lastitjg  priority. 

Given  the  events  of  recent  months, 
we  thought  it  appropriate  to  let  the 
Great  Communicator  speak  for  himself. 
The  full  speech  appears  tn 
the  book,  Reagan,  In  His 
Own  Hand  (Simon  &  Schus- 
ter, copyright  2001): 

We  must  take  a  stand 
against  terrorism  in  the  world 
and  combat  it  with  firmness, 
for  it  is  a  most  cowardly  and 
savage  violation  of  peace.  We 
must  regain  that  margin  of 
safety  I  spoke  of  both  in  con- 
ventional arms  and  the  deploy- 
ment of  troops.  And  we  must 
allow  no  weakness  in  our 
nuclear  deterrent. 

There  is  something  else. 
We  must  remember  our  her- 
itage, who  we  are^  what  we 
are,  and  how  this  nation, 
this  island  of  freedom,  came 
into  being. 

And  we  must  make  it 
unmistakably  plain  to  all  the 
world  that  we  have  no  inten- 
tion of  compromising  our 
principles,  our  beliefs  or  our 
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freedom.  That  we  have  the  will  and  the 
determination  to  do  as  a  young  president 
said  in  his  inaugural  address  20  years 
ago,  "Bear  any  burden,  pay  any  price." 
Our  reward  will  be  world  peace;  there  is 
no  other  way  to  have  it... 

For  a  nation  such  as  ours,  arms  are 
important  only  to  prevent  others  from 
conquering  us  or  our  allies.  We  are  not 
a  belligerent  people.  Our  purpose  is  not 
to  prepare  for  war  or  wish  harm  to 
others.  When  we  had  the  great  strength 
in  the  years  following  World  War  II, 
we  didn't  use  that  strength  for  territo- 
rial gain.  Our  foreign  policy  should 
be  to  show  by  example  the  greatness 
of  our  system  and  the  strength  of  Amer- 
ican ideals... 

Recently  academician  Andrei  Sak- 
harov,  one  of  Russia's  great  scientists 


presently  under  house  arrest,  smuggled 
a  statement  out  of  the  "Gulag" — the 
prison  which  is  the  Soviet  Union... 
Sakharov  wrote:  "I  consider  the  United 
States  the  historically  determined  leader 
of  the  movement  toward  a  pluralist  and 
free  society,  vital  to  mankind." 
He  is  right. 

We  have  strayed  off  course  many 
times  and  been  careless  with  the  machin- 
ery of  freedom  bequeathed  to  us  by  the 
Founding  Fathers,  but,  somehow,  it  has 
managed  to  survive  our  frailties.  One  of 
those  Founding  Fathers  spoke  the  truth 
when  he  said,  "God  intended  America  to 
be  free..." 

I  believe  it  is  our  pre-ordained  destiny 
to  show  all  mankind  that  they,  too,  can 
be  free  without  having  to  leave  their 
native  shore. 
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I  HAVE  FOUND  IT 


THE  ELDER  BUSH  FINALLY  ARRIVES 


A 


T  HIS  INAUGURATION  as  the  4 1st 
president  of  the  United  States,  George 
Bush  declared,  "We  are  not  the  sum  of 
our  possessions.  They  are  not  the  meas- 
ure of  our  lives."  He  hasn't  changed: 

At  77  I  find  that  I  am  perfectly  content 
to  let  history  be  the  judge  of  those  things  I 
got  right  and  of  my  mistakes  in  life  as  well. 

Mine  has  been  a  happy  life.  In  competi- 
tive business  I  was  very  happy — though 
restless  and  somewhat  driven.  In  politics  I 
had  victories  and  defeats,  but  for  the  most 
part  I  was  happy.  In  big  government  jobs 
here  and  abroad  I  was  fortunate  to  get  to  live 
my  life's  creed,  which  says  public  service  is  a 
noble  calling.  As  president  I  knew  the  chal- 
lenges and  liked  them;  I  worked  hard  to  do 
my  best,  to  accomplish  things  of  magnitude. 

All  through  those  business  and  political 
years  I  was  pursuing  goals,  try- 
ing to  accomplish  things,  trying 
to  have  my  life  be  one  that  ben- 
efits others.  Now  I  no  longer 
pursue  happiness.  I  have  happi- 
ness— great  happiness. 

Some  of  it  still  comes  from 
trying  to  be  in  my  own  small 
way  a  true  "point  of  light."  I 
believe  I  was  right  when  I  said, 
as  president,  there  can  be  no 
definition  of  a  successful  life 
that  does  not  include  service  to 
others.  I  do  not  seek  a  Pulitzer 
Prize.  I  do  not  want  press  at- 
tention. I  do  not  crave  sitting 
at  the  head  table  or  winning 
one  of  the  many  coveted 
awards  offered  by  the  many 
organizations  across  the  land. 

No,  I  have  found  happiness.  I 
no  longer  pursue  it,  for  it  is  mine. 

Pride  in  my  family  guaran- 
tees that.  Having  one  son  be 
the  president  of  the  United 


States  might  say  it  all,  but  it  doesn't.  Our 
governor  son  in  Florida  is  a  part  of  this, 
because  through  him  and  the  president  I 
can  still  be  a  part  of  the  vast  political 
scene.  But  my  happiness  stems,  too,  from 
our  other  two  sons  and  our  only  daughter, 
from  all  five  spouses  and  from  our  14 
grandchildren.  Much  of  my  true  happi- 
ness stems  from  watching  those  grandkids 
and  fishing  with  them  and  challenging 
them  and  teasing  them. 

And  then  there's  Barbara  Bush.  With  her 
I  pursued  my  happiness  before  we  were 
married  way  back  in  early  1945,  but  now 
there  is  no  pursuit.  Our  happiness  together 
is  locked  in.  It  is,  as  they  say  in  golf,  a  gimme. 
It  is  strong,  unbendable,  and  rock  solid. 

So  let  the  great  philosophers  and  those 
who  still  strive  to  be  something  pursue 
and  write  of  that  pursuit.  For  those  not 
quite  there  yet  I  can  say,  "Pursue  happi- 
ness until  you  find  it.  The  pursuit  must  in- 


clude helping  others,  giving  of  yourself  to 
a  cause  bigger  than  yourself,  and  it  must 
surely  include  love  of  family." 

Some  think  there  is  no  pot  of  gold  at 
the  end  of  that  striking  rainbow.  Life  is 
that  rainbow,  and  having  pursued  happi- 
ness during  my  life,  I  have  found  it;  it  will 
be  mine  until  the  day  I  die. 
POSTSCRIPT:  /  urote  this  "pursuit  of  hap- 
piness "  essay  before  the  tragic  events  of 
September  11th.  When  the  Forbes  ASAP 
editors  asked  me  if  I  wanted  to  revise  it 
to  reflect  my  post-September  11  th 
thoughts,  my  first  thought  was  that  I  prob- 
ably should.  But  as  I  reread  this,  I  realized 
that  the  "pursuit  of  happiness  "  is  truly  one 
of  our  inalienable  rights  as  Americans.  It's 
just  as  important  now,  as  it  was  when  I 
wrote  this,  that  all  of  us  participate  in  ana 
celebrate  one  of  our  most  treasured  free- 
doms. It's  just  one  of  many  reasons  why  I 
am  so  proud  to  be  an  American. 
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mes  you  find  yourself  in  the  middle  of  nowhere.  And  sometimes  in  the  middle  of  nowhere  you  find  yourself.  The  legendary  HI. 


BILL  CLINTON 


NOT  A  PERFECT  MAN 

MEASURING  THE  PRESIDENT  WHO  GAVE  US  OUR  RADICAL  AMOUNT  OF  FREEDOM 


■  RESIDENT  Bill  Clinton's  affinity 
for  Thomas  Jefferson,  perhaps  in  part 
because  he  was  his  namesake,  is  special. 
Once,  while  giving  CBS  anchorman 
Dan  Rather  a  tour  of  the  White  House, 
Clinton  fell  to  ruminating  about  the 
almost  mystic  hold  Jefferson  had  on 
him.  "Sometimes  I  sit  in  my  office  up  on 
the  second  floor  of  the  White  House, 
which  is  directly  opposite  the  Jefferson 
Memorial,  and  the  light  on  Thomas 
Jefferson's  head  never  goes  out.  So 
I've  been  up  there  at  1 :30  at  night  before, 
and  walked  out  on  the  porch ...  just 
thinking  about  problems  and  wishing 
that  Thomas  Jefferson  could  come  alive 
and  talk  to  me  about  them." 

It's  not  surprising  then  that  when 
William  Jefferson  Clmton  was  asked  to 
write  what  the  pursuit  of  happiness 
means  to  him,  he  asked  if  he  could  write 
a  little  something  about  the  author  of 
those  words  instead: 

Thomas  Jefferson  is  as  interesting 
today  as  he  was  in  life:  a  towering  intel- 
lect, a  great  spirit,  a  complicated  man 
full  of  passions  and  contradictions. 

He  gave  us  the  Declaration  of  Inde- 
pendence, the  Louisiana  Purchase,  the 
Lewis  and  Clark  expedition.  He  created 
the  first  effective  political  party,  which 
dommated  American  political  life  for  his 
two  terms  and  a  generation  afterward. 
Most  important,  he  gave  us  an  under- 
standing of  how  America  works,  how  we 
have  become  the  longest-lasting  great 
democracy  in  history — always  holding 
to  fixed  principles  (life,  liberty,  the 
pursuit  of  happiness)  but  always  willing 
to  change  to  meet  the  challenges  of 
each  new  time.  As  he  said,  "Life  belongs 
to  the  living." 

Jefferson  understood  that  no  politi- 
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cian,  no  government,  no  piece  of  paper 
could  do  for  the  American  people  what 
they  would  have  to  do  for  themselves, 
that  the  people  of  this  country  would 
always  have  to  be  not  only  the  protectors 
of  their  own  liberty  but  the  agents  of 
their  own  transformation  and  change. 

He  believed  that  we  all  have  a 
right  to  a  radical  amount  of  freedom,  in 
return  for  which  we  must  assume  a 
dramatic  amount  of  responsibility.  He 
always  was  trying  to  accomplish  very 
big  things,  but  he  took  great  joy  in  the 


little  things  of  daily  life.  It  was  his 
interest  in  all  aspects  of  life  and  learning 
that  enabled  him  to  be  a  philosopher, 
a  politician,  a  lawyer,  an  architect,  and 
a  scientist. 

Jefferson  was  not  a  perfect  man,  and 
his  life  was  saddened  by  personal  losses. 
He  knew  slavery  was  wrong  and  said  so, 
but  he  did  not  free  all  his  slaves.  Still,  the 
principles  he  embedded  in  our  national 
life  ensured  their  eventual  freedom  and 
protect  ours  to  the  present  day.  For  that, 
all  of  us  remain  in  his  debt.  ■ 
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GEORGE  W.  BUSH 


TRUE  NORTH 

SETTING  THE  COURSE  BY  AMERICA'S  MORAL  COMPASS 


T 

■  HERE  ARE  THOSE  WHO  Contend  that 
George  W.  Bush  didn't  become  president 
of  all  the  people  until  September  1 1 ,  2001 . 
Afterward,  it  was  clear  to  all  that  he  was 
our  Commander-in-Chief.  From  his  stir- 
ring speech  before  Congress  to  his  banter 
with  the  rescue  workers  at  Ground  Zero, 
the  president's  words  have  come  to  reflect 
our  nation's  great  ideals,  anger,  and 
resolve.  Below,  in  his  own  words,  the 
president  celebrates  our  ideals: 

Thomas  Jefferson's  formulation  of 
the  purposes  of  American  government  is 
important  in  every  time  and  in  our  own. 
In  the  war  against  terrorism  we  defend 
life  and  liberty,  and  we  fight  to  assure 
the  happiness  of  future  generations. 

When  Jefferson  sat  down  to  write,  he 
was  trying,  he  said,  to  place  before  man- 
kind "the  common  sense  of  the  subject." 
The  common  sense  of  the  subject  was 
that  we  should  be  free.  And  though  great 
evils  would  linger,  the  world  would  never 
be  the  same  after  July  4,  1776.  A  won- 
derful country  was  born,  and  a  revolu- 
tionary idea  sent  forth  to  all  mankind: 
freedom,  not  only  by  the  good  graces  of 
government  but  as  the  birthright  of  every 
individual.  Equality,  not  as  a  theory  of 
philosophers  but  by  the  design  of  our 
Creator.  Natural  rights,  not  for  the  few, 
not  even  for  a  fortunate  many  but  for  all 
people  in  all  places,  in  all  times. 

The  world  still  echoes  with  the  ideals 
of  America's  Declaration.  Our  ideals  have 
been  accepted  in  many  countries,  and 
bitterly  opposed  by  tyrants.  They  are  the 
mighty  rock  on  which  we  have  built  our 
nation.  They  are  the  hope  of  all  who  are 
oppressed.  They  are  the  standard  to 
which  we  hold  others,  and  the  standard 
by  which  we  measure  ourselves. 

Our  greatest  achievements  have  come 
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when  we  have  lived  up  to  these  ideals. 
Our  greatest  tragedies  have  come  when 
we  have  failed  to  uphold  them... 

Our  nation  has  always  been  guided 
by  a  moral  compass.  In  every  generation, 
men  and  women  have  protested  terrible 
wrongs  and  worked  for  justice,  for  the 
abolition  of  slavery,  the  triumph  of  civil 
rights,  for  the  end  of  child  labor,  the  equal 
treatment  of  women,  and  the  protection 
of  innocent  life. 

In  this  way  we  all  become  more 


responsible  citizens.  And  by  extending  to 
all  the  promise  of  America,  we  show  an 
important  kind  of  patriotism.  Seventy- 
five  years  ago,  our  30th  president,  the 
only  president  born  on  Independence 
Day,  spoke  words  that  apply  to  our  time. 
Calvin  Coolidge  said,  "We  live  in  an  age 
of  science  and  of  abounding  accumula- 
tion of  material  things.  These  did  not 
create  our  Declaration.  Our  Declaration 
created  them.  The  things  of  the  spirit 
come  first."  ■ 


WORWCDM. 


today's 


phpn 

cha. 

web  cail-Daqk 

e-mail 

fax 

it's  easier  td 

make 

your  cusfomers 

nappy 

when  you  can! 

languages" 


It's  a  simple  idea.  The  more  opportunities  your 
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I  WorldCom 

Neb  Center 

Connects  Connpanies 

With  Customers 

by  Lynn  Morrissey 

our  company  has  always  worked  hard  to  be  responsive  to  its 
tomers.  In  the  digital  age,  you  have  expanded  from  phone,  {?. 
i  postal  mail  to  include  Web  sites  and  e-mail.  And,  you  are  con- 
ering  more  Web-based  contact  methods,  like  online  chat  and 
laboration,  to  accelerate  and  enrich  your  customer  interactions, 
e  logic  appears  flawless:  the  more  ways  customers  can  communi- 
e  with  you,  the  easier  it  is  to  build  fruitful  relationships.  The 
estion,  however,  is  whether  your  company  can  successfiilly  real- 
die  frdl  business-building  potential  of  these  technologies 
ile  addressing  growing  customer  demand  for  more  personal- 
d  attention. 

The  answer  is  WorldCom  Web  Center,  an  integrated  solution  that 
cs  these  varied  communications  channels  into  a  cohesive  digital 
dge  that  transcends  conventional  call  centers  —  intelligently  con- 
ting  your  company  to  the  broader  wired  world.  The  need  is  clear. 
:ording  to  a  recent  national  online  survey  commissioned  by 
)rldCom,  consumers  report  significant  increases  in  their  use  of  e-mail 
1  online  chat  for  customer  service  because  they  expect  the  Web  to 
e  them  time,  money  and  effort. 

^d,  whether  online  or  by  phone,  their  standards  are  rising:  73%  of 
isumers  now  expect  service  representatives  to  have  a  complete  record  of 
lir  business  relationship  at  their  fingertips  while  discussing  an  issue.  But 
many  cases,  a  customer's  account  and  contact  histories  are  not  uni- 
mly  integrated  in  a  company's  customer  service  operation;  instead,  each 
of  information  resides  in  separate  silos.  This  lack  of  cohesion  can  hurt 
ir  business  by  hampering  its  customer  relationship  management  efforts 
72%  of  respondents  said  poor  customer  service  was  reason  enough  to 
e  their  business  elsewhere. 

"It  shouldn't  matter  whether  a  customer  is  using  a  mouse  or  a  tele- 
jne  to  contact  a  company,"says  Frank  Nigro,  director  of  WorldCom  e- 
plication  Product  Management.  "What  does  matter  is  how  a  company 
idles  customer  queries.  If  your  operation  supports  multiple  contact 
innels,  and  they  are  properly  integrated,  your  customers  and  your  bot- 
fi  line  will  both  be  well  served." 

OfbrldCom  Web  Center  empowers  customers  to  choose  the  most  con- 
lient  contact  method  for  their  needs  —  e-mail,  online  chat,  call-back 
uest,  voice  mail,  fax  or  toll-free  phone.  It  then  consolidates  all  this 
ormation  into  a  single  database  where  customer  contact  histories  are 
dated  continuously.  Service  agents  can  easily  access  the  data  with  a  few 
'Strokes  on  their  PC.  It's  that  simple. 


Along  with  simplicity,  Web  Center  combines  flexibility  and  depend- 
ability without  a  substantial  investment.  Because  the  technology  that 
powers  Web  Center  resides  entirely  on  WorldCom's  secure  global  net- 
work, companies  have  a  single,  reliable  source  of  support.  What  is  more, 
WorldCom's  expertise  in  integrating  IP  and  telephony  networks  guaran- 
tees that  a  company's  Web-enabled  contact  center  will  have  reliable  and 
seamless  connectivity.  These  advanced  features  provide  multiple  benefits: 

•  Using  Web  Center,  your  agents  are  better  prepared  to  provide  superla- 
tive service  and  support  with  up-to-date  customer  account  information. 

•  Because  agents  no  longer  waste  time  or  frustrate  customers  asking  for 
information  from  previous  contacts,  they  can  maximize  sales  opportu- 
nities. "The  agent's  role  becomes  one  of  a  collaborator  or  guide,"  says 
Nigro.  "Web  Center  brings  the  agent  closer  to  the  customer  " 

•  Intelligent  contact  routing  enhances  your  ability  to  satisfy  customers. 
Web  Center  users  set  their  own  rules  to  route  each  query  to  the  agent 
best  qualified  to  handle  the  interaction;  the  WorldCom  network  auto- 
matically distributes  calls  and  online  requests. 

»  Businesses  reap  the  benefits  and  advantages  of  the  latest  Web-enabled 
contact  center  technology  without  large  capital  ouday  or  fear  of  obso- 
lescence. "With  contact  center  technology  turning  over  constantly,  you 
don't  want  to  be  left  holding  the  bag  with  an  investment  in  yesterday's 
hardware  or  software, "  says  Nigro.  "With  this  model,  you  only  pay  for 
it  while  you  are  getting  utility  from  it." 

•  Web  Center  allows  'virtual'  contact  centers.  As  a  network-based  appli- 
cation, agents  can  be  located  anywhere  with  access  to  the  Internet,  a 
Web  browser-equipped  PC  and  a  phone  —  in  a  central  facility,  remote 
office  or  even  from  home. 

•  As  a  subscription  service,  customers  pay  only  for  what  they  use,  on  a 
per  agent,  per  month  basis,  and  Web  Center  is  scalable  —  accommo- 
dating planned  or  unexpected  fluctuations  in  contact  traffic  volume. 
By  consistently  providing  timely,  convenient,  personalized  service, 

a  company  tangibly  expresses  its  appreciation  to  every  customer. 
Make  sure  that  your  company  is  com- 
municating that  important  message  with 
WorldCom  Web  Center  ■ 
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Vandevere's  House 

A  SHORT  STORY  ABOUT  HOW  MONEY 
ALMOST  BOUGHT  HAPPINESS 


A 

m  m  YEAR  OR  TWO  BEFORE  Mclissa  left,  Vandevere  had 
fallen  into  the  rhythm  of  making  the  house  better,  day  by  day. 
At  first  it  had  seemed  that  merely  buying  such  a  house  would 
have  been  sufficient,  splendid  as  it  was  in  itself,  but  little 
things  called  out.  The  mailbox  needed  re-lettering,  relocation, 
and  to  be  set  in  a  limestone  plinth.  The  Bar  Harbor  juniper 
had  to  be  thickened,  trimmed,  and  fertilized.  The  stones  of 
the  long  drive  were  neither  round  enough  nor  of  the  proper 
sandy  color  not  to  match  but  rather  to  suggest  the  sunlit  glow 
of  the  beach  beyond  the  dunes.  The  list  he  made  in  regard  to 
things  like  this  had  more  than  400  entries,  in  a  hand  so  small 
and  precise  that  they  might  have  been  written-in  by  a  mouse. 
The  house  loomed  enormously  large. 

Apart  from  its  unassailable  beauty  and  the  56  acres  of  care- 
fully tended  farmland,  lawns,  and  trees  that  rose  to  a  rampart 
of  heather-covered  dunes  and  then  swept  to  a  wide  beach 
unsurpassed  by  any  in  the  world,  what  provided  inimitable 
satisfaction  to  the  owner  and  excited  envy  in  others  was  that 
for  at  least  a  mile  in  three  directions,  and  without  limit  in  the 
direction  of  the  sea,  it  was  protected.  Each  of  the  few  estates 
around  it  was  of  high  station,  indivisible,  sacrosanct,  and 
serene.  Each  was  watered  by  fonts  of  money  that  sprang  from 
banks  and  brokerages  in  Manhattan  in  such  strength  as  to 
employ  armies  of  immigrant  maids  and  gardeners,  pay  taxes, 
and  replace  roofs... forever.  Unlike  things  that  were  fleet,  the 
value  of  these  houses  would  hold,  in  perpetuity,  'til  work  be 
done,  'til  kingdom  come. 

Twenty  million  had  been  too  much  to  pay,  but  then  again 
it  had  not,  for  even  if  the  value  of  the  house  were  to  decline 
for  a  year  or  two  or  a  decade,  something  inherent  in  it,  like  a 
mysterious  engine  that  patiently  worked  through  difficult 
times  and  good  times  equally,  would  keep  and  build  its  worth 
in  an  upward  spiral.  Vandevere  had  been  able  to  buy  this. 
He  owned  it.  And  it  was  worthy  of  its  absurd  excess  valu- 
ation. Whereas  most  properties  were  certain  to  decay,  this  one 
had  the  spark  of  life  in  it,  and  seemed,  somehow,  to  regen- 
erate itself  and  all  who  came  to  it.  It  was  the  spark  of  life  that 
he  had  bought,  and  for  which  he  had  paid.  Money  was  a 
thing  that  could  never  come  to  life,  despite  the  many  illusions 


invested  in  it.  No  one  ever  thought  a  nickel  was  alive,  and 
though  some  believed  otherwise,  even  the  breathtaking  mass 
of  $20  million  was  dead.  It  had  been  a  good  trade.  As  the 
'90s  rolled  off  their  middle,  saturated  in  optimism  and  deals, 
he  had  thought  this  was  the  best  he  had  done. 

He  had  then  put  $50  million  away  in  a  fund  that  with  only 
conservative  growth  would  be  more  than  enough  to  provide 
the  wherewithal  to  maintain  the  house  and  pay  its  taxes  ad 
infinitum.  And  after  that  he  still  had  $130  million  left  to  live 
on,  though  he  would  be  melancholy  for  the  rest  of  his  life 
because  the  partners  in  the  most  lucrative  IPO  of  his  career 
had  conspired  with  the  lead  investment  bank  to  insert  a  clause 
in  minuscule  writing  that  even  he  had  not  read  and  that  his 
lawyers  could  not  properly  interpret  for  lack  of  factual  knowl- 
edge about  the  business,  which  clause,  by  its  effect  and  irrevo- 
cably, notwithstanding  any  other  clause  to  the  contrary,  and 
according  to  the  laws  of  Delaware  and  the  state  of  New  York, 
screwed  him  out  of  $700  million. 


Just  over  the  protective 
dunes,  which  did  not  protect  his 

regret,  the  Atlantic  broke 
into  white  foam  and  salt  spray. 


Shocked  by  his  own  carelessness  and  ashamed  of  the  con- 
tribution he  had  made  to  his  lasting  defeat,  he  wanted  only  to 
live  modestly  and  unnoticed.  No  longer  in  the  newspapers  as 
were  his  former  partners,  no  longer  a  source  of  capital  or 
ideas,  he  would  remain  as  if  motionless  in  his  very  lovely 
garden,  in  the  midst  of  freshly  watered  hydrangea,  geranium., 
spruce,  and  peach.  Just  over  the  protective  dunes,  which  did 
not  protect  his  regret,  the  Atlantic,  supremely  cold  and  naxj 
blue,  broke  into  white  foam  and  salt  spray  that  carried  on  the 
wind  and  sparkled  in  the  sun. 

IN  19 12,  THEY  HAD  BUILT  Vandevere 's  limestone  Georgian 
to  fairly  modest  proportions  that  now  appeared  almost  glo- 
rious but  nonetheless  were  everywhere  perfectly  understated. 
The  way  almost  a  hundred  years  had  weathered  the  stone  and 
slate  said  that  this  house  had  not  been  built  by  an  IPO,  but  its 
newly  revised  detailing  made  it  clear  that  an  IPO  could  not  be 
totally  excluded. 
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Though  you  could  not  see  them,  the  things  you  could  not 
see  were  flawless.  The  plumbing,  for  example,  was  made  of  an 
alloy  used  in  United  States  naval  ships  to  coat  areas  subject  to 
the  greatest  corrosion.  When  water  ran  to  sinks  and  tubs, 
you  could  not  hear  it  within  the  walls  even  with  a  stetho- 
scope, and  when  it  drained  it  cascaded  inaudibly  down  stain- 
less steel  pipes  with  sides  two  inches  thick,  themselves 
encased  within  walls  as  heavy  with  plaster  as  the  White 
Cliffs  of  Dover. 

The  water  was  hot  the  instant  it  flooded  from  its  Enghsh 
nickel  fittings  into  the  light  of  tiny  high-intensity  lamps  set  in 
the  marbled  bathroom  ceilings  and  walls  so  as  to  make  every 
bath  sparkle  like  the  Aegean.  Because  Vandevere  took  his  vita- 
mins with  mineral  water,  he  placed  in  the  travertine  wall  next 
to  his  sink  a  refrigerator  specially  constructed  by  the  Sub- 
Zero  Company  to  mimic  a  feature  Vandevere  had  observed  at 
the  bar  of  a  hotel  in  Prague.  Two  dozen  little  bottles  of  Badoit 
were  chilled  silently  and  without  condensation,  ready  to  roll 
into  his  hand  one  at  a  time. 

As  the  bathrooms  were  as  big  as  kitchens,  the  kitchen  too 
was  overwrought.  It  had  not  only  every  excellent,  unneces- 
sary, heavy-duty  commercial  system,  but  also  mechanisms 
designed  to  augment  each  one.  The  cooktops  and  ovens  had 
digital  thermometers  that  read  out  in  a  continuously  moving 
display  as  if  they  were  stock  prices.  Things  like  mixers  and 


blenders  rose  slowly  from  nowhere  on  silent,  smooth-running 
elevators.  Because  Vandevere  did  not  want  dust  to  accumulate 
in  gray  drifts  beneath  or  behind  his  refrigerators  and  Agas,  at 
the  touch  of  a  button  they  all  moved  at  once  toward  the  mid- 
dle of  the  vast  kitchen,  like  circus  elephants  on  Pentothal,  to 
reveal  white  ceramic  runs  that  could  be  polished  with  a  mop 
and  chamois  before  the  appliances  were  commanded  back 
to  their  stalls. 

The  pantry,  or  what  his  chef  called  the  garde-manger,  was 
alphabetized.  Under  "G,"  for  instance,  you  could  find  Greek 
malted  milk  balls  (made  with  goats'  milk)  in  a  glass  canister 
with  the  date  of  purchase  in  calligraphy  beneath  the  identifi- 
cation entry.  You  could  also  find,  among  other  things  (such  as 
grape  leaves  and  ginger),  guacamole,  gaufrettes,  galichons, 
gooseberries,  and  gayettes.  The  shelves  were  of  woven  stain- 
less steel,  the  baseboards  limestone,  the  floor  marble,  the 
moldings  from  a  renowned  workshop  in  Flanders.  In  temper- 
ature- and  humidity-controlled  air,  with  its  own  window 
(most  of  the  closets,  too,  had  their  own  windows),  the  garde- 
manger  could  and  did  hold  enough  food  to  feed  Vandevere,  his 
staff,  and  guests,  for  three  years.  A  special  room,  always  dark 
and  cool,  was  for  the  storage  of  olive  oil  in  200-gallon  glass- 
lined  tip-flasks  with  non-drip  ceramic  stopcocks.  Although 
Vandevere  did  not  drink  wine,  his  wine  cellar  held  10,000 
bottles  carefully  arranged  by  region,  chateau,  and  vintage. 
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The  distribution  of  electricity,  the  heating  of  water,  and  the 
generation  of  auxiHary  power  from  a  200,000-watt,  propane- 
fed  generator  that  could  run  independently  for  a  year,  were 
accomplished  underground,  a  hundred  feet  from  the  house,  in 
a  clean,  well-lighted,  Teutonic  bunker.  Even  in  a  winter  storm, 
when  all  the  neighboring  estates  were  dark,  Vandevere's  house 
glowed  with  light,  heat,  and  good  order. 

The  interiors  were  so  beautiful  that  people  who  saw  them 
for  the  first  time  were  stunned  into  silence.  The  colors  were 
very  rich  in  some  places,  and  in  others  perfectly  austere,  but 
each  room  was  proportioned  as  if  by  magic  to  make  its  occu- 
pants feel  fully  awake  and  yet  wonderfully  at  ease.  He  had 
had  paintings  from  the  very  beginning,  and  now  he  had  more. 
Even  the  lesser  ones  from  his  earlier  days  were  cleaned  and 

From  the  crown  of  white 
and  aquamarine,  like  a  leaping 
dolphin,  up  rose  a  girl. 


restored,  and  all  were  perfectly  lit,  framed,  alarmed,  and 
insured  —  Gainsboroughs,  Monets,  a  big  Caravaggio,  and 
others.  The  formal  garden  that  led  eastward  from  the  pool 
was  a  reproduction  of  the  garden  visible  in  a  corner  of  the 
Caravaggio.  And  the  fence  surrounding  the  property — with 
the  exception  of  its  sensors  and  surveillance  aids — was  a 
reconstruction  of  the  iron  fence  described  in  Ser  Brunetto's 
dream  of  the  monastery  in  which  he  imagined  that  God  had 
imprisoned  him  forever  and  without  explanation.  Along  the 
inside  of  the  perimeter  ran  a  wide  gravel  walk  with  stone 
curbs  behind  which  were  dense  evergreens. 

HE  HAD  HAD  THE  OLD  POOL  filled  in.  It  was  neither  big 
enough  nor  deep  enough  and  was  in  the  wrong  place,  hav- 
ing been  set  between  house  and  ocean  by  a  dentist,  the  previ- 
ous owner,  whom  Vandevere  called,  although  Vandevere  was 
not  a  dentist,  "the  previous  dentist."  This  man  had  become 
wealthy,  in  the  '70s  sense,  by  inventing  a  kind  of  implant.  No 
pool  should  be  made  to  compete  with  the  ocean  and  have  as  its 
backdrop  ramparts  of  white  sand  ground  from  rock  over  a 
billion  years  by  the  fierce  blue  water  that  covers  two-thirds  of 
the  earth.  So  Vandevere  built  a  new  one,  eastward  of  the 
house,  in  a  place  where  in  July  and  August  the  shadow  of  the 
chimneys  began  to  move  across  the  pool  decking,  as  on  a  sun- 
dial, from  6  to  7  in  the  evening.  He  made  the  new  pool  105.6 
feet  long,  so  that  50  laps  were  a  mile,  which  is  the  distance 
he  swam  every  day.  The  water  shone  blue  in  a  foil  of  white 
marble  set  in  classical  Italian  gardens,  and  in  honor  of 
Melissa  was,  at  one  end  of  the  pool,  40  feet  deep. 

In  May  of  1967,  Vandevere,  a  Harvard  sophomore  whose 
academic  career  was  soon  to  be  interrupted  by  the  draft  and  a 
year  on  the  DMZ,  had  gone  with  some  friends  to  swim  in  the 
abandoned  granite  quarry  at  Quincy.  Neither  courageous  nor 
foolish  enough  to  jump  from  the  highest  rock  platform,  which 
the  locals  called  rooftop,  and  take  the  80-foot  plunge  into  a 
lake  of  aquamarine  water  hundreds  of  feet  deep,  he  had  leapt 
instead  from  50  feet,  and  was  floating  about  after  the  shock  of 


collision  with  the  water,  when  he  saw  against  the  sun  a  blaze 
of  something  purple  and  gold  that  had  appeared  at  the  highest 
level  and  flown  out  with  no  hesitation.  It  fell  like  a  meteorite 
and  landed  next  to  Vandevere  as  if  it  were  a  projectile  from  a 
16-inch  gun.  The  water  foamed  like  the  cataclysmic  circle  of  a 
depth  charge,  and  then,  from  the  crown  of  white  and  aqua- 
marine, like  a  leaping  dolphin,  up  rose  a  girl. 

Her  hair  stayed  blonde  when  wet;  her  eyes  were  green; 
her  shoulders  broad.  She  was  the  kind  of  woman  who,  in  a 
sundress,  looks  9  feet  tall,  and  when  she  breasted  the  foam 
Vandevere  was  struck  by  how  sharply  her  nipples  showed 
through  the  purple  leotard  in  which  she  was  barely  dressed. 
There  in  the  water  next  to  him,  as  fresh  as  rain,  was  his  des- 
tiny, for  in  her,  and  in  him,  and  in  time,  were  his  children.  As 
he  and  this  beautiful  young  woman,  the  water  running  off  her 
golden  hair,  floated  in  the  quarry,  they  were  immediately 
attracted  and  ready  to  be  drawn  to  each  other.  It  might  have 
seemed  perfectly  natural  had  they  fused  like  lizards  on  a  rock. 

He  thought  at  first  that  she  was  a  town  girl  who  had 
found  her  way  into  a  leotard,  the  summer  uniform  of  Rad- 
cliffe,  and  he  youthfully  determined  that  he  would  marry  her 
despite  this.  He  would  marry  her  even  if  she  did  have  the 
hyena  Boston  accent,  even  if  her  father  owned  a  luncheonette, 
and  even  if  she  had  never  been  to  France — because  no  matter 
what  she  was,  she  was  pure  force  and  life.  She  had  to  have 
been  a  town  girl  to  have  leapt  so  heedlessly  from  80  feet. 

"You  jumped  from  rooftop,"  he  said,  full  of  admiration. 

"I  did,"  she  answered,  smiling  with  arresting  beauty.  The 
wind  rippled  the  blue  water  around  her. 

"You  could  have  been  killed." 

"Yes,  but  when  I  saw  you  jump  from  50  feet,  I  had  to  do 
it..."  she  spoke  beautifully  and  very  unlike  a  hyena,  "because 
I  was  mad  at  you." 

"You  were  mad  at  me?"  he  asked,  treading  water  furiously. 

"I  was." 

"Why?" 

"I  couldn't  stand  the  way  in  Hum  2  you  asked  Finley  ques- 
tions about  what  we  were  reading  in  translation,  to  show  600 
people  that  you  knew  Greek.  And  not  just  once,  but  every  god- 
damned day.  I  thought  you  were  an  ass."  Her  eyes  narrowed 
as  if  she  were  still  angry. 

After  a  long  silence,  Vandevere  simply  said,  "I  was."  And 
they  studied  each  other  while  treading  water. 

Though  he  wanted  to  ask  her  right  then  and  there  if  she 
would  marry  him,  and  right  then  and  there  she  probably 
would  have  said  yes,  as  she  was  to  say  yes  soon  thereafter,  he 
held  himself  in  check,  as  he  often  did.  "Let's  swim  to  shore," 
he  said,  and  offered  his  hand  to  her.  She  took  it,  in  that  first 
touch  was  their  marriage,  and  they  swam  together  through 
the  opalescent  waters  of  the  deep  quarry,  shaming  any  royal 
procession  that  ever  was. 

THE  PROBLEM  OF  HER  LEAVING  was  insoluble  in  more  ways 
than  one,  some  very  minor  but  intricate  nonetheless.  Left 
with  a  double  bed,  for  example,  he  could  sleep  symmetrically 
neither  on  one  side  nor  on  the  other.  Nor  could  he  sleep  in  the 
middle,  as  that  would  have  meant  moving  one  of  the  pillows 
to  the  center  and  doing  God-knows-what-else  with  the  other. 
Three  pillows,  an  odd  number,  would  be  as  out  of  the  question 
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as  would  be  one.  To  sleep  in  the  center  of  the  bed,  he  would 
have  to  go  either  distressingly  asymmetrical  with  an  even  num- 
ber of  pillows,  or  symmetrical  with  a  distressing  odd  number 
A  single  bed  would  not  harmonize  with  the  proportions  of  the 
room.  Double  singles  (or,  as  the  consultant  he  hired  called 
them,  "twins")  would  simply  restate  the  agony  of  asymmetry. 

So  every  night  he  slept  on  a  different  side,  but  this,  too,  was 
offensive  to  symmetry  in  that  there  were  seven  days  in 
a  week  and  365  days  in  a  year,  and  even  the  pope  could  not 
change  that.  Vandevere  sometimes  wanted  to  drown  such  prob- 
lems in  Scotch,  except  that  he  did  not  drink,  because  once  you 
opened  the  bottle  it  was  no  longer  whole.  The  only  thing  to  do 
was  to  get  married  again,  but  how  could  he  know  whether  or 
not  the  woman  he  chose  to  marry  was  simply  concealing  her 
messiness  during  the  seduction  phase,  as  most  women  did. 
Women  were  absolutely  pristine  and  symmetrical  until,  after  a 
few  months  of  marriage,  it  was  as  if  tornadoes  emerged  from 
their  purses  and  ripped  up  the  ordered  fabric  of  life. 

Philosophically,  Melissa  had  understood  the 
argument  that,  as  death  and  dissolution  are 
unavoidable,  life  when  it  can  be  chosen  should  be 
the  assertion  or  creation  of  an  aesthetic  order. 
Even  the  dissolution  that  followed  death  did  so 
according  to  the  absolute  laws  of  nature.  Within 
decay  was  order.  Molecules  linked  and  unlinked 
with  more  precision  than  cabooses  in  a  freight 
yard.  Streams  of  particles  followed  perfect  trajec- 
tories and  rose  from  what  had  once  been  a  body, 
joining  with  the  great  oceans  of  air  in  an  incon- 
ceivably complex  ballet  of  fluids.  Even  with  burial 
came  a  balanced  transformation,  a  model  of 
infinitude,  a  textbook  case  of  gasification,  combi- 
nation, oxidation,  mineralization,  etc. 

Vandevere  wanted  order  not  in  the  sense  of 
control  or  imposition,  but  in  the  sense  of  a  painter 
who  orders  his  colors  into  a  painting.  Buying  and 
selling  companies  was  more  like  directing  traffic 
than  making  something  of  beauty,  but,  then  again, 
in  the  abstract  what  was  so  different  about  direct- 
ing the  traffic  of  colors  and  directing  the  traffic  of 
sums?  Perhaps  if  he  had  stayed  with  some  of  the 
businesses  he  bought,  instead  of  tossing  them 
away  in  frenzies  and  bubbles,  he  would  have  been 
less  in  need  of  another  order  to  make.  Most  of  the 
businesses  he  bought,  however,  were  in  the  larger 
scheme  of  things  suitable  for  sale  only  in  a  frenzy. 

Thus  the  house,  and  the  need,  when  the  children 
were  gone,  to  make  perfect  gardens;  to  store  the 
best  olive  oil;  to  mount,  construct,  build,  perfect, 
and  refine;  to  anchor  things,  and  keep  them,  con- 
suming as  little  as  possible  and  laying  in  as  much  as 
could  be  stored  and  preserved. 

Melissa  understood  philosophically  but,  despair- 
ing of  argument,  she  could  not  agree.  To  him,  his 
meticulous  approach  and  unvarying  discipline 
seemed  redolent  of  life.  But  to  her  they  seemed 
always  to  freeze  things  in  place,  and  were  like 
death,  which  is  why  she  left.  But  she  still  loved 
him,  and  he  loved  her,  and  while  he  dreamed  that 


she  would  come  back,  suddenly  neat,  she  wished  that  he 
could  break  free  from  what  she  considered  an  all-consuming 
tyranny,  and  that  then  they  could  remarry. 

IN  September,  East  Hampton  can  be  the  most  beautiful 
place  in  the  world,  when  the  ocean,  brimming  over  with  a 
whole  summer  of  sun,  surges  to  and  fro  in  clear  light,  finally 
warmer  than  the  air.  Beaches  newly  empty  of  bathers  and  haze 
reflect  in  the  far  distance  like  gold,  and  cicadas  make  a 
hypnotic  white  sound  that  almost  holds  back  time.  Only  a 
Mercedes  or  two  passes  down  the  beach  road  or  climbs  up 
from  Napeaguc.  Seagulls  wheel  in  the  air,  relaxed,  landing  any- 
where, unafraid  of  being  chased  by  boys  who,  now,  as  white 
foam  crashes  onto  warm  and  brilliant  sand,  are  trapped  in  prep 
schools  from  Maine  to  Manhattan,  sweating  in  their  blazers, 
doing  sums,  and  learning  Latin. 

Sometime  in  the  last  week  of  September,  in  late  morning, 
Vandevere  sat  in  his  east  garden,  the  Italian  one.  Both  he  and  it 
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MARK  HELPRIN 


were  exemplary  of  what  he  had  long  undertaken.  Although  54 
years  of  age,  he  was  in  perfect  health  except  for  a  slight  deaf- 
ness on  one  side,  the  consequence  of  having  been  a  rifleman 
without  earplugs.  Early  that  morning  he  had  run  six  miles, 
done  calisthenics,  lifted  weights,  and  swum.  His  exercise 
clothes,  washed  and  ironed,  were  back  on  the  polished  blond 
wood  shelves  of  his  airy  closet.  He  had  read  the  Washington 
Post,  the  Wall  Street  Journal,  an  article  on  naval  operations  in 
narrow  seas,  and  an  essay  by  Friedrich  Hayek.  At  a  breakfast 
table  set  with  Copeland  china,  George  III  sterling,  and  Austrian 
crystal  glasses,  he  had  dared  eat  a  peach,  some  fat-free  yoghurt, 
and  a  piece  of  dry  toast. 

After  breakfast  the  staff  had  been  dismissed  for  a  day  off. 
During  their  leave  he  would  cook  his  evening  meal  over  a  fire 
of  driftwood  he  gathered  on  the  beach,  and,  having  washed 
and  put  away  the  dishes,  he  would  read  until  the  fire  went  out 
and  the  stars  blazed  in  the  wind.  And  although  in  these  quin- 
tessentially  lonely  times  he  was  less  lonely  than  people  who 
cannot  do  without  the  incessant  presence  of  others,  he  was 
lonely  nonetheless. 

He  sat  in  the  garden,  which  had  been  gardened  for  six 
hours  before  the  staff  departed.  Six  hours  is  a  lot  of  time  for 
several  professional  gardeners  to  garden,  and  not  a  blade  of 
grass  was  out  of  place.  Nor  was  a  hair  on  his  head  out  of 
place,  except  for  some  that  blew  perfectly  golden  in  the 

Much  as  he  was  compelled  to  it, 
the  pursuit  of  material  perfection 
weighed  heavily  upon  him. 

breeze,  as  if  by  design.  The  September  sun  was  warm  and 
weak,  the  wind  pleasing,  the  light  pure,  and  the  sound  of  the 
waves  thudding  onto  the  beach  now  uniformly  timed  as  if  to 
match  the  steadiness  and  glory  of  the  weather  and  the  slow 
even  beating  of  his  heart. 

As  lean  and  strong  as  a  man  his  age  could  be  without 
being  a  fop,  Vandevere  wore  brown  English  walking  boots 
polished  to  a  Royal  Grenadier  sheen.  His  shorts,  tailored  in 
London  for  Africa  and  not  quite  pressed,  were  clean  and 
unwrinkled;  his  belt,  of  bridle  leather,  was  buckled  on  the 
second  hole.  His  lightweight  polo  shirt  was  of  navy  blue 
silk.  As  was  his  custom,  he  had  set  his  reading  glasses  over  a 
pair  of  polarized  sunglasses  that  made  everything  seem  cool 
and  blue. 

Removing  the  reading  glasses,  he  rested  them  carefully 
folded  on  the  closed  volume  of  the  journal  he  had  just  fin- 
ished. East-southeast,  in  the  direction  of  the  sun,  were  peach 
trees,  flower  beds,  caramel-colored  sandstone  walks,  lawns,  a 
sapphire-like  pool  set  in  a  flat  unwindy  place,  fields  of  corn 
and  alfalfa,  vegetable  gardens,  a  riding  ring,  and  the  dunes. 
This  was  the  way  it  should  have  been,  except  that  Melissa 
should  have  been  sitting  beside  him  in  all  her  settled  and  spec- 
tacular middle-aged  beauty. 

His  bank  accounts,  investment  accounts,  and  REITs  were 
perfectly  tended.  Monthly  summaries  came  to  him  in  leather 
folders,  weekly  in  heavy  blue  paper  trimmed  in  gold.  Experts 


kept  the  accounts  growing,  and  in  their  reports  they  rounded 
to  the  thousands.  Experts  also  had  cataloged  his  extraordi- 
nary library,  the  envy  of  anyone  who  might  envy  a  room.  His 
desk  drawers  were  a  marvel  of  organization,  and  all  the  linen, 
1,200  count,  was  tucked  in  without  a  wrinkle.  Even  nature 
was  cooperative  across  its  many  spectra,  of  sun  and  surf,  and 
the  lighter  blue  of  the  bay,  and  hay  waving  in  the  wind  like 
water  heaving  on  the  surface  of  the  sea.  Vandevere  was  as 
happy  as  could  be  expected,  and  resigned  to  his  life  and  his 
death.  An  almost  magical  ordination  of  all  physical  things 
seemed  to  bless  his  choices  and  his  well-being  as  his  luck  con- 
tinued to  hold. 

He  blinked  and  stared  ahead,  breathing  slowly  in  the  slight 
trance  that  comes  after  exercise,  and  rather  than  think  of  any- 
thing at  all  he  just  watched  everything  that  lay  before  him. 
What  was  left,  and  what  to  do?  Much  as  he  was  compelled  to 
it,  the  pursuit  of  material  perfection  weighed  heavily  upon 
him.  Perhaps  he  would  travel,  or  have  a  beautiful  sailboat 
built  to  put  him  on  seas  that  in  their  immensity  and  danger 
would  bring  him  the  liveliness  of  youth  one  more  time.  But 
whatever  he  might  do,  as  long  as  he  kept  the  house  and 
refused  to  disengage  from  it,  Melissa  would  not  return.  Nor 
was  he  able  to  leave  it,  as  much  as  his  inability  to  go  to  her 
would  break  his  heart. 

HALF  ASLEEP  AND  HALF  DREAMING,  he  smelled  fragrant  dry 
smoke.  He  assumed,  as  he  awoke,  that  it  came  from  the 
brush  pile  at  the  Maidstone  Club.  Now  that  it  was  September 
and  the  wind  was  coming  off  the  shore,  the  gardeners  there 
would  burn  the  huge  pile  of  pine  boughs  that  had  been  drying 
since  their  deaths  in  a  storm  in  late  May.  Though  its  source 
was  half  a  mile  distant,  the  smoke  would  come  to  him  when 
the  wind  shifted  eastward,  as  it  did  from  time  to  time. 

In  fact,  all  the  land  windward  of  the  fire  was  swept  with 
a  resinous  scent  carried  on  a  haze  of  white  ash,  so  that  it 
seemed  like  Italy  in  the  early  fall,  when  farmers  burn  the  stub- 
ble on  their  fields  and  sweet  smoke  is  everywhere.  He  had 
never  understood  exactly  how  the  chains  of  fire,  orange  at 
night  and  white  by  day,  could  regenerate  the  land  over  which 
they  burned  so  that  in  the  spring  it  would  be  green  again  and 
bring  forth  rich  crops.  But  the  tranquil  scent  of  these  fires  told 
him  in  its  calming  sweetness  that  after  destruction  a  new 
beginning  was  assured.  By  what  mechanism  he  did  not  know, 
but  he  knew  that  it  was  so. 

He  thought  that  the  wind  coursing  in  a  straight  line  from 
the  Maidstone  pine  boughs  would  now  be  visible  in  air  that 
had  filled  with  smoke  until  it  was  a  gauzy  white.  If  they  were 
home,  the  people  who  lived  between  his  land  and  the  club 
would  probably  complain.  If  they  were  absent,  their  staffs 
would  not,  as  maids  and  gardeners  accepted  such  things  far 
more  easily,  being  used  to  forces  and  currents  that  shaped 
their  lives  and  carried  them  from  place  to  place  with  neither 
their  consent  nor  their  desire. 

Should  he  himself  complain.'  He  loved  the  scent  of  the 
smoke,  but  the  smoke  was  now  almost  alarmingly  heavy.  It 
had  thickened  so  much  that  the  peach  trees  seemed  to  be 
standing  in  fog,  and  when  its  white  shroud  reached  the  dunes, 
it  compressed  and  accelerated,  speeding  over  their  tops  like  a 
magician's  silks.  ►  lOJ 
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INTRODUCING  XL1S  TECHNOLOGY 


CiiiKiii  ,v  siipci  -coinpact  LV-XI  projector  van  project  a  200"  iniaf>e  at  90%  uniform  brightness. 
Quietly.  Ami  the  included  remote  control  lets  you  run  the  show  from  anywhere  in  the  room, 
'.simulated  j>niphic 

While  the  frustrations  of  blackboards,  whiteboards, 
chalkboards,  overhead  projectors,  and  flip  charts  are 
legendary,  yet  another  challenge  has  emerged. 

Multimedia  projectors. 

Want  a  big,  clear  image?  Big,  clumsy  projector.  Want 
a  minimally  sized  projector? 
Minimally  acceptable  images. 

Until  now. 

As  more  and  more  businesses 
are  discovering  the  value  of 
electronic  technology  for  in- 
house  as  well  as  customer 
presentations,  they  are  looking 
for  less  and  less  in  terms  of  size, 
weight,  and  quality  problems. 
And  in  this  desirable,  lean  and 
clean  environment,  Canon's  LV- 
XI  couldn't  be  more  welcome. 

No  smoke,  hut  lots  of  mirrors.  The  LV-Xl 's  optical  box  utilizes 
o      1 1      -1  advanced  Canon  technoloey  for  renwrkable  color  fidelity  and 

Small  rather  than  big.  image  clarity. 

Good  rather  than  bad. 

Canon's  new  LV-Xl  projector  is  about  the  size  of  a 
typical  portable  pnnter.  So  you  can  fit  one  into  a 
typical  laptop/printer  carrying  case. 


And  since  this  remarkable 
device  weighs  only  6  pounds 
which  is  less  than  your  typica 
portable  printer,  all  of  you  roac 
warriors  will  have  a  much-lightei 
burden  to  shoulder. 

At  the  same  time,  you  wil 
have  a  much-better  image  to  present.  The  LV-Xl 
provides  1,100  ANSI  lumens  for  bright  projection  via 
Windows,  Mac,  DVD,  HDTV,  all  major  televisior 
standards,  and  many  workstations.  It  enables  you  tc 
customize  the  display  with  respect  to  sharpness 
contrast,  gamma,  and  othei 
variables.  And  it  gives  you 
fl.6  zoom  lens  for  brightei 
projection    and  heightenei 
flexibility. 
How  can  all  this  be?  Read  on 


A  box  of  miracles. 

The  secret  is  Canon's  optica 
box  technology  which  feature; 
an  innovative  Clear  Prism 
This,  along  with  an  fl.6  zooir 
lens,  overcomes  the  ima 
deterioration  that  was  typica 
of   earlier  color-combining 

configurations. 

Unlike  conventional  cross-dichroic  prisms  which 
absorb  unwanted  images— particularly  in  the  red  anc 
blue  spectra— the  Clear  Prism  system  is  arranged  sc 
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Cross-dichroic  Prism      Clear  Prism 


lat  no  two  LCD  panels  face  each 
ther. 

The  projector  also  utilizes 
iuorite  field  lenses  to  reduce 
eat  load  as  well  as  the  number 
f  components 
squired.  Along 
/ith  Canon's  free 
urface  mirror 
esign  that  in- 
orporates  fewer 
arts  than  con- 
entional,  relay 
ptical  systems, 
[elping  to  make 
le  LV-Xl  not 
jst  smaller  and 
ghter,  but  also 
mailer  and  better. 


Yes,  its  really  that  small.  Yet.  it's  amazingly  powerful  and  versatile.  The  LV-Xl  ean  display 
computer  images,  DVD,  VHS,  camcorder,  even  live  TV  outputs  with  absolute  clarity. 


Canon 's  Clear  Prism  is  the  ultimate  trajfic- 
control  system.  It  prevents  various  color 
spectra  from  colliding. 


How  far  can  we  carry  this? 

It's  obvious  that  the  LV-X 1  can  be  carried  anywhere, 
can  connect  to  virtually  any  component  in  the 
electronic  world,  and  can  inform  and  inspire 
countless  people  in  the  business  world. 

But,  beyond  that,  we  at  Canon  envision  even  greater 
breakthroughs.  Our  goal  is  to  see  enterprises  of  every 
size,  scope,  and  nature  acquiring  cost-effective  means 
of  communicating  powerfully  both  internally  and 
externally. 

The  LV-Xl  is  not  the  first  in  a  long  series  of 
breakthroughs  that  have  made  Canon  unsurpassed  in 
digital  imaging.  And  it's  certainly  not  the  last. 

Because  you  can  count  on  us  to  carry  on. 


Main  Features: 

•  1100  ANSI  Lumens 

•  Native  XGA  Resolution 

•  Weighs  About  6  Pounds 

•  LCD  Projection  System 

•  Variety  of  Video  Inputs 


he  Canon  LV-X  I. 

makes  a  beautiful  impression. 
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■  With  the  Canon  imageRUNNER,  you  can  instantly  distribute  paper  documents 
anywhere,  in  any  form,  at  any  time,  over  your  networl<  or  the  internet.  Any  questions? 


Canon 

KNOW  HOW " 


BY  NOLAN  BUSHNELL 


Game  Over? 


T. 


WHEREUPON  OUR  FAMOUS  ENTREPRENEUR 
STARES  FAILURE  IN  THE  FACE  AND 
TAKES  ANOTHER  CHANCE 


HE  FLAMBOYANT  SERIAL  ENTREPRENEUR  Nolan  Bushnell 

typifies,  perhaps  better  than  anyone,  the  boom-bust  cycle  of 
Silicon  Valley.  Years  after  founding  two  of  America's  best- 
known  companies.  Atari  and  Chuck  E.  Cheese  pizza  parlors, 
he  now  finds  himself  starting  over.  In  1999  a  settlement  ended 
a  15 -year  legal  battle  with  Merrill  Lynch  over  a  failed  IPO, 
which  forced  him  to  move  his  family  from  a  26-room  mansion 
in  Silicon  Valley  to  a  five-bedroom  tract  house  in  Los  Angeles. 
He  is  currently  CEO  of  uWink,  a  global  network  entertain- 
ment system  that  leverages  the  Internet. 

It's  the  unanticipated  events  in  life  that  really  get  you.  For  me 
one  occurred  between  July  and  September  1983,  when  I  went 
from  king  of  the  hill  to  doofus.  I  boarded  a  sailboat  on  the  Fourth 
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of  July — a  sailboat  I  had  built  for  the  Trans- 
pac  race  from  Newport  Beach  to  Hawaii.  It 
was  a  wonderfully  fast  ship.  I  came  blasting 
into  Honolulu  harbor  at  18  knots  to  win 
the  race  in  front  of  a  huge  crowd.  Cameras 
flashed,  champagne  corks  popped,  and  con- 
fetti filled  the  air.  I  had  so  many  leis  hung 
around  my  neck  I  couldn't  see  over  them. 

But  I  never  attended  the  awards  cere- 
mony. Two  hours  after  I  pulled  into  port  and 
heard  the  first  cheers  of  victory,  I  received 
word  that  my  pizza  company,  Chuck  E. 
Cheese,  was  about  to  announce  terrible  earnings.  I'd  been  on 
the  boat  for  only  a  week  and  a  half.  When  I  left,  there  were 
signs  that  summer  was  going  to  be  a  little  soft,  but  to  suddenly 
hear  of  such  a  draconian  quarter  was  a  total  shock. 

I  caught  the  first  flight  back.  I  asked  myself  over  and  over, 
what  had  gone  wrong?  We  had  one  of  the  highest-margin 
restaurant  companies  in  America.  We  had  put  professional 
management  in  charge  just  six  months  before. 

When  I  arrived  in  California,  I  found  the  company  hemor- 
rhaging. During  the  short  time  I  was  away,  the  new  manage- 
ment had  made  certain  changes  to  the  business  formula  that 
had  completely  screwed  up  the  margins  and  the  company's 
core  concept. 

In  the  board  meeting  that  followed  I  said,  "Look,  let's  just 
go  back  to  the  way  we  did  it  when  I  ran  the  company."  The 
new  president,  a  guy  from  the  restaurant  business,  said,  "No, 
you've  got  to  hold  the  course  until  the  new  program  gets  into 
place."  I  was  outvoted  by  the  very  people  I  appointed  to  the 
board.  I  felt  like  a  drowning  man  trying  to  save  himself,  only 
to  discover  he  had  handcuffs  on.  So  I  resigned. 

Six  months  later  the  company  filed  for  Chapter  1 1 .  When 
the  story  of  the  bankruptcy  appeared  in  the  papers,  I  was  the 
one  who  took  the  hit.  The  bad  publicity  I  could  deal  with;  it 
was  the  unfair  slam  to  my  reputation  that  stung.  I  had  four  new 
business  concepts  in  my  mind  that  never  got  implemented 
because  Chuck  E.  Cheese  went  sideways.  I  didn't  have  the  cor- 
porate structure,  the  personal  wealth,  or  the  credibility  to  get 
the  ideas  funded  in  the  years  that  followed. 

Sometimes  I  think  the  death  of  Chuck  E.  Cheese  and  the 
resulting  hit  to  my  reputation  should  still  make  me  despair. 
But  oddly  enough,  it  doesn't.  I  believe  the  best  time  of  my  life 
still  lies  ahead.  Partly,  I  guess,  my  attitude  is  the  optimism  of 
the  entrepreneur.  As  I  look  back,  that  optimism  is  probably 
why  I  constantly  moved  from  project  to  project,  or  company 
to  company,  throughout  my  life  and  career.  When  you  are 
riding  high  in  one  place,  you  lose  sense  of  what  needs  to  be 
changed  or  improved,  and  you  get  complacent.  My  father 
always  told  me  that  the  moment  you  think  the  sun  is  shining 
out  of  your  rear,  all  you  have  is  an  illuminated  landing  area. 

But  it  is  more  than  just  optimism  that  motivates  me.  My 
wife,  Nancy,  taught  me  something  that  I  failed  to  learn  through 
two  decades  of  success  and  years  of  loss:  that  nothing  replaces 
commitment  to  the  best  idea  you've  got  or  to  the  people  you 
love.  In  the  end,  the  love  and  support  of  my  wife  and  eight 
kids  is  more  important  than  all  of  the  pizza  and  computer 
games  in  the  world.  There  is  more  joy  in  our  little  ranch 
house  than  there  ever  was  in  our  mansion.  ■ 
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Five  Dragons  with 
Flashlight  Parasol 

THE  AUTHOR  CONJURES  UP  HIS  IDEA  OF 
THE  PERFECT  EVENING 


HE  OTHER  DAY,  curious  about  the 
topic  of  happiness  on  the  Internet  (it  turned 
out  to  have  almost  2  million  references),  I 
scrolled  to  an  entry  introduced  in  1993  by 
a  young  man  named  Edric  Spivey,  a  sopho- 
more at  Michigan  State  University.  In  a 
mood  of  melancholia  ("things  were  not 
going  particularly  well  on  the  floor  in 
Mason  Hall"),  he  had  put  up  a  sheet  of 
print-paper  on  his  door  with  instructions 
to  his  hall-mates  to  write  down  thoughts 
that  made  them  happy.  Specifically,  he 
wrote:  "If  you're  happy  and  you  know  it, 
share  your  happy  thought.  If  not,  use  this 
list  to  help  us  through." 

Apparently,  word  spread  around  cam- 
pus about  Spivey's  "happiness  board" — 
600  "happy  thoughts"  were  on  it  the  first 
year,  1,096  the  following  year,  and  1,127 
his  senior  year  in  1995.  Many  of  the  sen- 
timents are  pretty  hard  to  follow — inside 
campus  jokes  that  by  his  own  admission 
made  little  sense.  I  jotted  down  several 
others  that  caught  my  eye,  many  of  them 
attesting  to  the  "happiness  of  pursuit" 
principle:  "cute  butts,"  "cuddling  on  a  bean 
bag  chair,"  "dancing  naked  to  tribal  drum 
music,"  "a  guy  who  can  belch  and  still  be 
sexy,"  and  "knowing  that  a  mere  kiss  has 
the  ability  to  turn  you  into  putty,"  etc.,  etc. 

Some  were  lyrical:  "snowflakes  on 
eyelashes,"or  "fireflies  on  a  summer 
night,"  etc. 

Others  were  simply  odd:  "transorbital 
frontal  lobotomies,"  "potatoes  that  look 
like  the  Elephant  Man,"  "ducking  falling 
muskrats,"  "leftover  pizza,"  "happiness 
is  when  my  cat  joins  me  for  a  bath,"  etc. 

A  few  were  wistful:  "Getting  a  check 
for  $1,059.82  to  buy  new  shoes,"  or 
"making  a  list  of  things  to  do,  and  not 
doing  any  of  them." 


Acts  of  revenge  were  often  referred  to: 
"hearing  your  younger  brother  tell  you 
that  he  will  beat  up  the  boy  who  made  you 
cry,"  "flushing  toilets  when  Tom's  in  the 
shower,"  and  "the  mighty  hand  of  God 
smiting  all  fraternities,"  etc. 

Some  were  moments  of  relief:  happi- 
ness is  "unlocking  a  car  door  in  20  sec- 
onds with  a  coat  hanger,"  or  "finding  your 
keys  after  being  scared  out  of  your  mind 
of  losing  them,"  etc. 

Two  of  my  favorite  entries  on  Spivey's 
list  are  these:  Happiness  is  "waking  up 
without  the  alarm  clock,"  and  the  obser- 
vation, "bunny  slippers  —  it's  hard  to 
take  anything  too  seriously  when  wear- 
ing them." 

Since  graduation  Spivey  has  contin- 
ued with  his  happiness  board.  I  asked  him 
via  email  if  he  had  noted  any  new  trends — 
perhaps  more  contained,  adult  respon- 
ses—  but  he  said  no,  that  the  entries 
continued  to  range,  as  before,  from  the 
pithy  to  the  frivolous. 

As  someone  who  has  written  a  num- 
ber of  books  on  sports,  I  was  surprised  in 
surveying  Spivey's  list  to  note  how  few 
"happiness  thoughts"  involved  athletics. 
A  victory  by  the  Michigan  State  football 
team  was  mentioned  as  a  source  once  or 
twice,  but  there  was  nothing  about  the 
extreme  glow  of  happiness,  if  brief,  that 
comes  with  getting  a  clean  single  in  a 
Softball  game,  or  sinking  a  basketball  for 
three  points  in  a  pickup  game,  or  catch- 
ing a  long  pass  for  a  touchdown  on  the 
last  play  of  the  afternoon  out  on  some- 
one's lawn. 

I  would  agree  that  these  examples  are 
perhaps  prosaic  compared  to  "dancing 
naked  to  tribal  drum  music"  and  so  on, 
but  the  visions  of  such  things  helped 
put  me  to  sleep  at  night.  I  have  always 
enjoyed  reading  what  Sadaharu  Oh,  who 
played  for  the  Tokyo  Yomiuri  Giants  and 


hit  a  record  868  home  runs  in  his  career, 
had  to  say  about  the  pleasure  he  experi- 
enced in  hitting  a  home  run: 

No  one  can  understand  what  it  really 
is  like  unless  you  have  felt  it  in  your  own 
hands  and  body.  It  is  different  from  see- 
ing it  or  trying  to  describe  it.  There  is 
nothing  I  know  quite  like  meeting  a  ball 
in  exactly  the  right  spot.  As  the  ball  makes 
its  high,  long  arc  beyond  the  playing 
field,  the  diamond  and  the  stands  sud- 
denly belong  to  one  man.  In  that  brief, 
brief  time,  you  are  free  of  all  demands  and 
complications.  There  is  no  one  behind 
you,  no  obstruction  ahead,  as  you  follow 
this  clear  path  around  all  the  bases.  This 
is  the  batsman's  center  stage,  the  one 
time  that  he  may  allow  himself  to  freely 
accept  the  limelight,  to  enjoy  the  sen- 
sation of  every  eye  in  the  stadium  fixed 
on  him,  waiting  for  the  moment  when 
his  foot  will  touch  home  plate.  In  this 
moment  he  is  free" 

It  occurs  to  me  that  one  of  the  reasons 
sports  is  low  on  Spivey's  list  is  that  hap- 
piness is  short-lived  in  anything  that 
involves  competition.  If  Michigan  State 
wins,  the  Wisconsin  fans  head  sorrow- 
fully back  to  the  stadium  parking  lot  for 
the  long  ride  back  to  Madison.  Every  one 
of  those  pitchers  who  threw  a  home  run 
ball  to  Sadaharu  stands  on  the  pitcher's 
mound  deep  in  despair.  My  mother,  who 

"Bunny  slippers — it's 
hard  to  take  anything 
too  seriously  when 
wearing  them." 


knew  very  little  about  baseball,  remem- 
bered with  great  clarity  being  in  Grand 
Central  Terminal  when  Bobby  Thomson 
of  the  New  York  Giants  hit  "the  shot 
heard  'round  the  world" — the  home  run 
off  Ralph  Branca  (who  has  had  to  live 
with  that  for  more  than  50  years  now!) 
to  beat  the  Brooklyn  Dodgers  in  a  game 
that  put  the  Giants  in  the  1951  World 
Series  against  the  Yankees.  She  remem- 
bered men  throwing  their  hats  in  the  air. 
But  what  was  also  going  on  was  that 
others,  Brooklynites,  were  throwing  their 
hats  to  the  ground  and  stomping  on  them 
in  disgust. 
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One  of  the  main  problems  with  hap- 
piness is  how  to  prolong  the  feeling. 
Some  years  ago  I  had  the  good  fortune  to 
interview  Sir  Edmund  Hillary.  I  asked 
him  what  must  have  been  asked  of  him 
a  hundred  times  before:  namely,  if  he 
could  remember,  what  had  been  his  first 
thoughts  on  reaching  the  summit  of 
Mount  Everest,  surely  a  supreme  moment 
of  exhilaration  and  happiness.  Perhaps, 
it  occurred  to  me  on  posing  the  question, 
that  he  had  felt,  "Well,  hurrah,  we  did  it! " 
or  remarked  upon  the  view,  or  reflected 
on  the  coincidence  of  doing  the  deed  on 
the  eve  of  young  Princess  Elizabeth's 
coronation  in  London  as  queen.  But  not 
at  all.  He  said  to  me  rather  wistfully  that 
at  that  remarkable  moment  of  accom- 
plishment what  crossed  his  mind  was,  as 
he  put  it,  "how  to  get  down." 

Or  take  what  is  one  of  the  more  sub- 
lime recorded  instances  of  pure  happi- 
ness—  that  experienced  by  the  third 
century  B.C.  Greek  mathematician  and 
inventor  Archimedes.  As  we  know,  lying 


in  his  bathtub  he  suddenly  came  up  with 
the  important  principle  of  specific  grav- 
ity. He  cried  out,  "Eureka!  Eureka!"  ("I 
have  found  it!  I  have  found  it!")  and  is 
said  to  have  rushed  naked  into  the  street. 
His  sublime  moment  of  happiness  could 
not  have  lasted  more  than  a  few  sec- 
onds because  surely  someone  would 
have  shouted,  "Look,  a  naked  man  in 
the  streets!"  Any  idea  of  the  weight  of  a 
body  immersed  in  a  liquid  being  equal  to 
the  weight  of  the  liquid  displaced  must 
have  surely,  if  temporarily,  vanished 
from  mind! 

Two  distinguished  literary  figures 
come  to  mind  who  had  completely  diver- 
gent views  on  how  to  achieve  a  more  or 
less  constant  state  of  happiness.  One  is 
Henry  David  Thoreau,  the  other  Robert 
Louis  Stevenson. 

Thoreau's  determination  to  have  his 
way  is  evident  early:  He  changed  the 
order  of  his  name  from  David  Henry  to 
Henry  David.  He  also  never  married,  lived 
alone,  never  voted,  never  drank  wine  or 


ate  meat,  didn't  smoke,  never  went  to 
church  or  paid  taxes  (which,  of  course, 
landed  him  a  spell  in  jail  until  a  friend 
took  care  of  the  tax  situation  by  paying  it 
himself),  nor  drank  tea  or  coffee.  Ralph 
Waldo  Emerson,  his  distinguished  men- 
tor, commented  that  it  was  much  easier 
for  Thoreau  to  say  no  than  yes. 

He  had  many  admirers,  but  it  was 
not  easy  to  be  his  friend.  Thus  he  spent 
those  lonely  years  at  Walden  Pond,  on 
long  solitary  walks  through  the  deep 
woods  of  Maine  and  Canada.  Emerson, 
in  his  funeral  oration  for  him,  com- 
mented that  Thoreau  "could  not  bear  to 
hear  the  sound  of  his  own  steps,  ...will- 
ingly never  walked  in  the  road,  but  in  the 
grass,  on  mountains  and  in  woods."  He 
mentioned  that  to  Thoreau  every  house 
"gives  out  bad  air." 

Robert  Louis  Stevenson  took  exception 
to  all  this.  He  came  right  out  and  branded 
Thoreau  a  "skulker" — someone  who  resis- 
ted any  "bracing  contact"  with  the  outside 
world  and  has  "slunk  into  a  corner...." 
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Stevenson  was  a  strong  exponent  of 
the  pleasure  of  the  company  of  friends, 
socializing,  talking:  "There  can  be  no 
fairer  ambition  than  to  excel  in  talk;  to  be 
affable,  gay,  ready,  clear  and  welcome; 
to  have  a  fact,  a  thought,  or  an  illustra- 
tion, pat  to  every  subject... ." 

Indeed,  Stevenson  even  preferred  talk- 
ing to  writing,  since  talking  is  fluid  and 
tentative,  while  written  words  remain 
fixed.  "In  short,  the  first  duty  of  a  man  is 
to  speak;  that  is  his  chief  business  in  this 
world;  and  talk,  which  is  the  harmonious 
speech  of  two  or  more,  is  by  far  the  most 
accessible  of  pleasures.  It  costs  nothing  in 
money;  it  is  all  profit;  it  completes  our 
education,  founds  and  fosters  our  friend- 
ship, and  can  be  enjoyed  at  any  age  and  in 
almost  any  state  of  health." 

He  took  Thoreau  to  task  (all  this 
in  an  essay  entitled  "Henry  David  Tho- 
reau") for  removing  any  vestige  of  humor 
from  his  writing — for  "cutting  out  the 
humorous  passages,  under  the  impres- 
sion that  they  were  beneath  the  dignity 
of  his  moral  muse."  He  goes  on  to  say, 
"Thoreau  had  plenty  of  humor  until  he 
tutored  himself  out  of  it,  and  so  forfeited 
that  best  birthright  of  a  sensible  man... 
the  one  [Thoreau]  pursues  self-improve- 
ment— a  churlish,  mangy  dog;  the  other 
[he  was  speaking  of  Walt  Whitman]  is  up 
with  the  morning,  in  the  best  of  health, 
and  following  the  nymph  Happiness, 
buxom,  blithe  and  debonair.  Happiness, 
at  least,  is  not  solitary;  it  joys  to  commu- 
nicate; it  loves  others,  for  it  depends  on 
them  for  its  existence ... ." 

Stevenson  even  has  fun  at  the  expense 
of  Thoreau's  aversion  to  drinking  tea — 
to  think  that  this  "muddy  stimulant" 
would  [for  Thoreau]  "spoil  the  natural 
rapture  of  the  morning... ." 

Quite  typical  of  Stevenson's  sunny 
frame  of  mind  is  an  essay  entitled  "On 
the  Enjoyment  of  Unpleasant  Places."  In 
it  he  writes  of  the  possibility  of  hearing  a 
caged  bird  "singing  at  the  corner  of  the 
gloomiest  street"  and  that  there  is  "no 
country  without  some  amenity — let  him 
only  look  for  it  in  the  right  spirit,  and  he 
will  surely  find." 

All  of  this,  it  should  be  remembered, 
despite  the  fact  that  Stevenson  was  in 
chronic  ill  health,  and  indeed  he  was 
not  much  of  a  success  until  he  published 
Dr.  Jekyll  and  Mr.  Hyde  in  1886.  Ever 
the  optimist,  he  once  wrote:  "I  think  it 
improbable  that  I  shall  ever  write  like 
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Shakespeare,  conduct  an  army  like  Han- 
nibal, or  distinguish  myself  like  Marcus 
Aurelius  in  the  paths  of  virtue;  and  yet  I 
have  my  by-days,  hope  prompting,  when 
I  am  very  ready  to  believe  that.  I  shall 
combine  all  these  various  excellences  in 
my  own  person,  and  go  marching  down 
to  posterity  with  divine  honours." 

So  where  do  I  stand  on  this  matter.' 
I  suspect  a  state  of  happiness  is  some- 
where between  Robert  Louis  Stevenson's 
consistent  state  of  euphoria  and  Tho- 
reau's notion  of  a  very  disciplined  self- 
indulgence. 

I  do  feel  that  happiness  is  associated 
with  being  passionate  about  something. 

The  experience 
gave  me  a  notion  of 
how  I  might  find  true 
"happiness"  in  my 
declining  years. 

For  obscure  reasons  (nor  is  this  on 
Spivey's  list),  one  of  my  particular  pas- 
sions is  setting  off  fireworks.  There's 
something  about  the  pure  pleasure  and 
happiness  involved  in  turning  an  inani- 
mate object,  the  shell  in  its  mortar,  into  a 
device  that  breaks  into  startling  patterns 
high  above,  flowers  in  the  sky,  willows, 
chrysanthemums ...  all  this  v/ith  just  a 
nudge  of  a  flame  to  a  fuse.  It  has  struck 
me  that  writers  (at  least  the  ones  I  know) 
are  inordinately  fond  of  setting  off  fire- 
works, perhaps  because  the  practice  of 
illuminating  a  page  with  words  is  so  much 
more  difficult  than  the  simple  act  of 
touching  off  a  firework  and  illuminating 
the  sky  with  a  display  that  for  an  instant 
puts  the  stars  themselves  to  shame. 

Years  ago,  a  California-based  fire- 
works company  invited  me  to  China  on 
a  goods-purchasing  trip.  We  visited  a  num- 
ber of  factories — small,  quite  primitive 
affairs — most  of  them  in  the  Canton  dis- 
trict in  the  south.  At  one  of  them,  we  were 
treated  to  an  evening  display  so  we  could 
decide  what  to  pick  from  their  inven- 
tory. I  remember  the  occasion  vividly, 
mostly  because  the  experience  gave  me  a 
notion  of  how  I  might  find  true  "hap- 
piness" in  my  declining  years  when,  too 
exhausted  from  the  "happiness  of  pur- 
suit," the  enjoyment  of  just  the  simplest 


pleasures  would  become  paramount. 

The  show  took  place  at  the  far  end  or 
a  meadow  bordered  by  trees.  Bamboo 
chairs  were  set  out  for  us  to  sit  on.  We 
were  given  a  long  piece  of  rice  paper  that 
had  the  names  of  the  various  fireworks 
listed  so  we  could  check  off  the  ones  we 
liked  and  wanted  to  order.  Just  before  the 
first  shell  was  sent  up,  the  mayor  of  the 
local  community  walked  up  and  asked  if 
the  townspeople  could  watch  the  show.  In 
those  days,  the  era  of  Mao  and  the  Little 
Red  Book,  fireworks  in  China  were  only 
manufactured  for  export;  it  was  a  crime 
for  anyone  in  the  country  to  set  one  off. 

We  agreed,  of  course,  and  I  remember, 
within  seconds,  as  if  they  had  been  waiting 
for  a  signal,  more  than  200  people  stepped 
out  from  the  shadows  of  the  trees. 

The  shell  names  on  the  rice  paper 
were  wonderfully  evocative.  I  jotted  down 
a  few:  Dragon  Skipping  a  Ball  with  Report. 
Spring  Wind  Makes  the  Willow  Grow. 
Five  Dragons  with  Flashlight  Parasol. 
Celestial  Maiden  Welcomes  Heroes  with 
Encircling  Dews.  Running  Cur  Violates 
Heavenly  Clouds.  Monkeys  Invade  Hea- 
venly Palace  and  Drive  Out  the  Tiger. 

I  cannot  say  that  I  saw  such  things 
materialize  in  the  evening  sky  when  the 
shells  went  up.  But  I  remember  envying 
the  individual,  sitting  there  in  his  bam- 
boo chair,  whose  job  it  had  been  to  give  a 
name  to  what  he  saw.  He  would  tap  his 
forehead,  his  pen  poised  above  the  paper, 
and  he  would  say,  "I  am  not  inspired. 
Send  that  one  up  again,  if  you  please." 

And  I  thought,  that  is  what  I'd  like  to 
do  when  I  can't  do  much  of  anything 
else — pack  up  a  little  suitcase  and  lend 
myself  out  to  Chinese  fireworks  compa- 
nies as  a  "fireworks  namer."  True  hap- 
piness to  sit  there  in  the  evening  in  my 
bamboo  chair.  I  would  write  down.  The 
Cat  Imposes  a  Presence  on  the  Tea  Party, 
and  then  crossing  it  out,  I  would  call  to 
someone  down  at  the  dim,  distant  end  of 
the  meadow,  "I  am  not  inspired.  Send 
that  one  up  again,  if  you  please."  ai 

George  Plimpton  is  editor  of  the  Paris 
Review.  He  has  written  and  edited  more 
than  30  books,  including  Paper  Lion  and 
The  Writer's  Chapbook.  He  is  known 
for  his  reportorial  endeavors,  including 
becoming  an  NFL  quarterback,  a  Playboy 
photographer,  and  a  trapeze  artist.  He  is 
also  New  York  City's  Honorary  Commis- 
sioner of  Fireworks. 


One  of  the  top  five 
computer  companies 
doesn't  use  Autonomy 

Will  it  become  just  a  memory? 


ow  more  than  ever,  companies  must  reduce  costs 
id  operate  more  efficiently.  Autonomy's  technology 
Jtomates  the  applications  -  portals,  business 
telligence,  CRM,  e-business  -  that  empower 
)mpanies  to  use  their  core  resources  more 
Tectively.  With  Autonomy's  power,  computers  can 
iderstand  the  24/7  deluge  of  digital  information, 
-mails,  Web  pages,  documents,  voice  mails, 
ctures,  audio  files  and  XML  pages  are  categorized. 


prioritized  and  delivered  without  any  manual 
intervention.  No  wonder  that  four  out  of  the  five  top 
FORTUNE  500'"  computer  companies  rely  on 
Autonomy  to  increase  productivity  and  deliver  return 
on  investment. 

To  find  out  what  ROI  Autonomy  can  bring  to  your 
business,  call  us  at  i-877-MYAUTONOMY  or  visit 
us  at  www.autonomy.com 


Autonomy 


BY  OWEN  gPWARng 


Dear  President 

Jefferson 

MAY  I  CALL  YOU  TJ? 


tials,  whatever,  let  me  mention  right  away 
that  I  attended  the  University  of  Virginia, 
"Mr.  Jefferson's  University,"  as  the  Char- 
lottesville gentry  called  it.  This  was  way 
back  in  the  days  when  students,  all  men  at 
the  time,  still  wore  jackets  and  ties  to  class, 
a  fine  tradition  long  ago  abandoned.  I 
made  the  usual  pilgrimages  to  Monticello, 
your  great  house  up  on  the  hill  (the  short 
trip  was  part  of  any  new  date's  official  ini- 
tiation), and  walked  every  day  past  your 
bronze  statue  in  front  of  the  rotunda  at 
the  head  of  the  university  grounds.  Your 
spirit,  insofar  as  I  understood  it,  was 
always  powerfully  present  in  the  elegant 
architecture  of  the  arcaded  commons  you 
designed  as  a  cloister  of  democratic  learn- 
ing. On  my  way  to  class,  I  could  imagine 
you  striding  around  handsomely,  point- 
ing a  rough-hewn  stick  here  and  there,  or 
standing  over  a  drafting  table  amending 
your  Palladian  sketches — envisioning 
the  University  as  you  already  had  envi- 
sioned a  nation.  Frankly,  TJ,  you  were 
my  hero  in  a  way  no  president  during 
my  lifetime  has  ever  been — not  even  the 
crypto-Jeffersonian  JFK  (who  famously 
said,  during  a  dinner  for  Nobel  laureates, 
that  the  White  House  hadn't  seen  such  a 
gathering  of  great  minds  since  Thomas 
Jefferson  dined  alone). 

For  years,  I  have  taken  your  side  in  all 
the  disputes  that  arose  about  whether 
you,  Adams,  Madison,  or  Franklin  was 
the  foremost  Founder.  And  I  leaped  to 
your  defense  whenever  some  tendentious 
revisionist  took  you  to  task  for  owning — 
and  not  freeing — slaves.  It's  not  easy  to 
quit  a  prevailing  economic  system,  espe- 
cially when  you're  deep  in  debt.  Or  for 


that  Sally  Hemings  business  (about 
which,  I  promise,  not  one  more  word  will 
be  said).  I  mean,  someone  once  told  me 
that  she  was  your  dead  wife's  look-alike 
half  sister,  and  what  man  among  us 
wouldn't  have  been  sorely  tempted?  But  I 
said  I  wouldn't  say  more,  and  I  won't.  To 
me,  those  who  took  you  to  task  so  long 
after  the  fact,  from  the  towers  of  academic 
freedom  you  helped  make  possible,  were 
wimps  and  whiners,  people  who  would 
have  been  totally  out  of  their  depths  had 
they  tried  to  hold  a  conversation  with 
you,  people  whose  bravest  acts  would 
have  seemed  business  as  usual  to  you. 

If  I  have  come  to 
doubt  your  motives, 

Mr.  President,  it's 
because  I  could  never 
doubt  your  intellect. 

What  mattered  to  me  was  not  that  you 
lived  as  you  lived — although  save  for  a 
quibble  or  two,  that  was  pretty  admir- 
able—  but  that  you  did  what  you  did. 
How  many  of  your  modern  critics  could 
have  done  one  hundredth  as  much.' 

As  part  of  my  reverence  for  you,  I 
thought  for  years  that  of  all  the  brilliant 
things  you  did,  the  most  inspired  was  the 
change  you  made  to  John  Locke's  rights 
of  life,  liberty,  and  property.  As  a  man 
of  property,  you  must  have  found  very 
tempting  the  idea  that  you  and  similarly 
enlightened  men  ought  to  own  this  coun- 
try, the  better  to  make  intelligent  use  of  it. 
But  you  were  a  visionary;  you  knew  better 
than  to  disenfranchise  the  common  man, 
whose  sweat  would  lubricate  the  national 
machinery.  Slaveholder  that  you  were, 
you  surely  knew,  too,  that  time  was  run- 


ning out  for  that  ancient  but  deplorable 
institution.  To  work  voluntarily,  the  land- 
less masses  would  need  a  better,  perhaps 
even  nobler,  motivation  than  plain  greed. 
Dazzled  as  I  was  by  the  incandescence  of 
your  words,  I  believed  that  you  substi- 
tuted "the  pursuit  of  happiness"  because 
you  felt  in  your  heart  that  American  men, 
women,  and  even  the  slaves  you  knew 
would  eventually  be  free,  would  work  for 
the  common  good  if  they  could  strive  at 
the  same  time  for  their  own  betterment. 

But  I'm  older  now,  TJ,  many  years  past 
the  days  when  I  walked  the  Lawn  and  saw 
you  as  the  American  Pericles.  I  can  think 
what  I  wouldn't  have  dared  imagine  at 
20:  You  were  conning  us,  no  less  than  if 
you'd  written  into  our  national  charter  the 
promise  of  a  pot  of  gold  at  the  end  of  the 
rainbow,  or  the  comforting  bromide  that 
every  dark  cloud  has  a  silver  lining.  It 
really  pains  me  to  say  this,  especially 
knowing  what  a  value  you  placed  on 
loyalty.  But  I  now  know  what  you  knew 
when  you  wrote  those  famous  words: 
Happiness  is  a  mirage,  a  chimera,  no 
more  catchable  than  a  unicorn.  We  can,  of 
course,  experience  happiness.  I  have  often 
been  happy  as,  no  doubt,  you  were.  But 
through  all  the  ages  of  man,  happiness  has 
been  an  interlude,  a  break  in  the  under- 
current of  gloom  that  comes  from  know- 
ing we  are  moving  relentlessly  toward 
the  abyss.  In  other  words,  we  may  pursue 
happiness,  but  unhappiness  pursues  us, 
invariably  as  individuals,  and  sometimes, 
catastrophically,  as  a  nation. 

If  I  have  come  to  doubt  your  motives, 
Mr.  President,  it's  because  I  could  never 
doubt  your  intellect.  You  and  your  fellow 
Founders  form  a  constellation  of  stars 
the  likes  of  which  this  country  has  never 
seen  again,  nor  had  any  other  country  ever 
seen  before.  So  it  can't  be  that  you  were 
unaware  that  you  were  conjuring  an  illu- 
sion. Or  what  a  subtle  dodge  it  was  to 
place  it  just  on  the  horizon,  at  the  precise 
vanishing  point  where  wishing  and  ful- 
fillment seem  to  meet.  You'll  admit  that 
you  were  no  stranger  to  misery,  living 
in  a  time  when  women  routinely  died 
in  childbirth,  when  many  children  were 
buried  before  the  age  of  5,  when  whole 
families  succumbed  to  dysentery.  So, 
given  the  not-so-tender  mercies  of  the  age, 
you  knew  that  happiness  was  not  some- 
thing any  legitimate  government  dared 
promise  its  citizens.  Thus  the  insertion 
of  pursuit  is  a  literary  touch  exquisitely 
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sensitive  to  the  reality  of  existence,  a 
recognition  of  the  fact  that  satisfaction 
is  brief,  but  longing  is  long.  Your  under- 
standing of  what  really  makes  life  bear- 
able underscores  your  genius.  But  for  me, 
your  leveraging  of  this  understanding  just 
to  make  us  yearn  endlessly  has  chipped 
away  at  your  noble  profile  on  my  private 
Mount  Rushmore. 

Let  me  give  you  a  personal  example 
of  how  coolly  and  brilliantly  you  nailed 
the  essence  of  what  makes  us  tick.  Some 
years  ago,  when  I  worked  as  the  pho- 
tography critic  for  a  national  maga- 
zine, I  arrived  at  my  office  one  Monday 
morning  to  see,  lying  on  my  desk,  an 
unopened  letter  from  the  MacArthur 
Foundation.  Not  that  it  matters  to  you 
now,  TJ,  but  this  is  a  wealthy  foundation 
that  annually  hands  out  money  to  various 
worthies  in  the  form  of  "genius  grants." 
You  would  have  received  one,  I'm  sure, 
and  no  doubt  you  could  have  used  the 
money.  Anyway,  here  was  this  letter,  wait- 
ing to  be  opened.  I  suspected  its  purpose 
immediately;  I  would  be  asked  my  opin- 
ion about  some  photographer  nominated 
to  receive  a  grant.  There  couldn't  be 
any  magically  good  news  for  me,  since  I 
had  done  nothing  distinguished  enough 
myself  to  warrant  recognition  by  such  an 
august  organization.  But  on  the  other 
hand,  how  could  I  be  sure?  Perhaps  I  had 
some  spark  of  genius  that  others,  able  to 
see  me  more  clearly  than  I  saw  myself, 
had  detected. 

For  a  full  workweek,  that  letter  lay  on 
my  desk.  The  realist  in  me  knew  what  it 
was,  and  resisted  the  temptation  to  imagine 
anything  else.  But  the  dreamer  within 
became  more  and  more  convinced  that  it 
would  turn  out  to  be  a  genius  grant  after 
all,  and  took  pleasure  in  delaying  the  grat- 
ification. In  a  Miltonian  sense,  my  week  of 
waiting  was  a  variation  of  pursuit,  and  the 
thought  of  how  I'd  feel  when  I  finally  read 
the  letter  kept  me  elated  with  anticipation. 
On  the  following  Monday,  I  opened  the 
envelope  and  discovered  that,  of  course,  I 
had  been  asked  for  my  opinion  about  a 
photographer.  Yet  with  its  shimmering 
mirage  of  riches  and  recognition,  the  letter 
had  indeed  made  me  happy. 

I  am  far  from  the  first  person  to  dis- 
cover that  as  long  as  happiness  lies  just 
ahead,  somewhere  over  the  rainbow,  it 
doesn't  grow  stale.  That  it's  far  better  to 
dream  of  the  Big  Rock  Candy  Mountain 
than  to  get  there  and  find  the  place  lined 


with  Porta-Potties.  That  unrequited  love 
remains  wild  while  love  that  works  out 
inevitably  becomes  domesticated.  That 
the  pursuit  is  the  point,  not  the  pounce. 

You  knew  all  about  the  illusion  of 
happiness  built  into  pursuit,  just  as  you 
knew  the  maddening  evanescence  of  plea- 
sure. And  you  knew  it  long  before  you 
fiddled  with  Locke's  safe  and  sane  notion 
of  property's  sanctity.  Knowing  that,  you 
wrote  into  our  national  contract  a  perfect 
loophole,  a  golden  carrot  at  the  end  of 
an  ever-telescoping  stick.  In  fact,  it  was 
you  who  made  us  tick  in  the  first  place, 
and  tick,  tick,  tick,  tick  like  a  perpetual- 
motion  metronome.  In  imitation  of  the 
God  you  and  your  Deist  pals  posited, 
you  put  the  springs  and  gears  of  a  new 

And  it's  for  this 
calculating  act  that  I 

now  have  to  take 
you  to  task,  old  hero. 


nation  into  place,  stuck  around  long 
enough  to  see  that  the  gizmo  actually 
worked,  then  moved  on.  And  it's  for  this 
calculating,  rather  cynical  act,  which  I 
once  interpreted  as  inspired  and  now 
see  as  a  colossal  flimflam,  that  I  have  to 
take  you  to  task,  old  hero. 

What  you  have  created  with  your 
prototypical  ad  slogan  is  a  sea  of  restless, 
endless  desire,  an  entire  population  with 
a  constitutional  right  to  long  for,  live  for, 
lust  for  just  about  whatever  they  believe 
will  make  them  happy.  And  because  of 
that,  a  people  constitutionally  incapable 
of  ever  coming  to  rest.  We  max  out  our 
credit  cards  to  adopt  a  highway  to  para- 
dise, arrive,  look  around  with  a  shrug  (Is 
this  it.-"),  then  move  on.  We  dream  of  the 
absolutely  perfect  thing,  buy  it,  then — 
long  before  the  bill  is  paid — look  for  some- 
thing just  a  little  bit  more  perfect.  We 
make  the  top  bid  for  a  painting  by  a  daff\' 
Dutchman,  acknowledge  the  applause  of 
the  roomful  of  scorekeepers,  then  put  the 
picture  in  a  vault  and  visit  it  once  a  year. 
When  you  pointed  down  the  road  toward 
the  Promised  Land,  you  launched  the  long 
process  of  turning  a  people  once  tough 
and  idealistic  into  jaded  whiners,  incap- 
able of  satisfaction  but  grimly  determined 
not  to  be  unhappy. 


I  think  you  knew  all  along  that  the 
magic  potion  you  gave  us  was  nothing 
more  than  a  sugar-water  placebo.  With 
your  infinitely  clever  insertion  of  pursuit, 
you  sold  us  a  Ponzi  scheme.  As  long  as 
people  buy  in — which  they  have  done  for 
225  years — the  deal  looks  like  a  solid 
investment.  If  many  of  us  find  happiness 
as  slippery  as  an  eel,  some  folks,  over 
there  in  the  green  grass  on  the  other  side 
of  the  fence,  seem  to  be  having  a  great 
time.  They're  making  a  lot  of  money, 
wearing  the  right  clothes,  playing  with  tht 
coolest  toys,  eating  at  the  trendiest  places, 
hanging  out  with  celebrities,  looking  liki 
models  in  advertisements  (which  they 
usually  are).  If  these  glitterati  aren't  real, 
or  really  aren't  happy,  no  one  is  telling  the 
rest  of  us.  Maybe  we  don't  even  want  t( 
know.  So  the  beat  goes  on. 

Maybe  you  intended  your  alluring 
phrase  to  protect  Americans  from  hope 
lessness,  which  always  waits  in  tht 
wings  and  had  long  kept  the  Old  Woric 
from  breaking  its  ancient  chains.  So  yoi 
founded  a  nation  on  optimism,  some 
thing  amazing  that  had  never  happenec 
before.  You  must  have  felt  truly  revolu 
tionary,  officially  banishing  despair  with 
a  few  strokes  of  your  quill.  But  optimisrr 
is  shifty  soil  on  which  to  build  anything 
(where 's  our  irrational  exuberance  now.') 
Hopes  are  more  often  dashed  than  not 
Sooner  or  later,  it  seems  to  me,  a  nationa 
machine  that  has  proved  capable  of  run 
ning  on  trust  that  tomorrow  will  alway; 
be  a  better  day  will  run  out  of  fuel.  Peo 
pie  may  realize,  with  a  nasty  shock,  tha 
there  is  no  there  out  there  on  the  horizor 
(at  least  not  one  that  will  leave  them  for 
ever  content),  that  pursuit  for  its  own  sake 
may  be  the  philosophical  equivalent  of  tht 
stationary  bicycle.  That  it's  all  been  a  con 

If  happiness  turns  out  to  be  an  impos 
sible  goal,  and  the  pursuit  of  happines- 
is  therefore  the  folly  of  fools. ..well,  TJ 
watch  out.  Because  the  disenchantmen 
of  the  enchanted  isn't  pretty.  Given  sue! 
a  shock  to  the  body  politic.  Atlas  migh 
shrug  in  a  way  that  Ayn  Rand  never  envi 
sioned.  And  Americans  could  pay  arten 
tion  to  the  man  behind  the  curtain  in  <; 
very,  very  different  way. 

All  the  best...  i 


Owen  Edwards  is  a  consulting  edito. 
for  Forbes  ASAP,  a  contributing  write 
for  GQ,  and  is  at  work  on  a  book  aboii 
Fifties  glamour. 
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They  are  innovators,  doers  and 
visionaries.  They  combine  tech- 
nology with  inspired  ideas  to 
create  scientific  breakthroughs. 
They  are  individuals  and  organizations 
improving  the  quality  of  life  around  the 
world.  This  month,  their  achievements 
were  recognized  by  the  inaugural  Tech 
Museum  of  Innovation  Awards  pre- 
sented by  Applied  Materials,  Inc.  in 
partnership  with  the  American  Council 


for  the  United  Nations  University  and 
Santa  Clara  University's  Center  for 
Science,  Technology  and  Society. 

The  awards  celebrate  work  that 
uses  technology  to  address  global 
challenges  in  the  categories  of  edu- 
cation, equality,  economic  develop- 
ment, the  environment  and  health. 
"The  Tech  Awards  are  meant  to  rec- 
ognize and  inspire  the  many  'unsung 
heroes'  throughout  the  world  that  the 
market  may  have  overlooked,  but  are 
successfully  applying  technology  to 
benefit  humanity,"  says  James  C. 
Morgan,  chairman  and  CEO  of 
Applied  Materials,  Inc.  Nominations 
were  fielded  by  a  Global  Leadership 
Council,  which  also  provides  guid- 
ance and  support  for  the  awards  pro- 
gram. More  than  400  entries  repre- 
senting 50  countries  were  consid- 
ered. Five  finalists  for  each  award 
were  chosen   by  an  independent 


panel  of  judges  with  expertise  in  the 
category.  They  shared  $250,000  in 
cash  prizes. 

"We  invited  the  world  to  join  us  in 
imagining  what  technology  could  do 
next,"  says  Peter  B.  Giles,  president 
and  CEO  of  The  Tech  Museum  of 
Innovation.  "We  were  awed  by  the 
creativity  and  ingenuity  with  which 
our  nominees  harnessed  technology 
to  serve  humankind." 


NASDAQ  STOCK  MARKET 
EDUCATION  AWARD 

Award  Recipient:  Freeplay 
Foundation,  South  Africa 

Radio  Technology 
Serves  as  Lifeline 

Freeplay  Foundation  tuned  in  to 
the  problem  of  communications  access 
by  bringing  windup  and  solar- 
powered  radios  to  people  in  Africa's 
poorest  countries.  Where  few  people 
have  telephones  or  the  ability  to  read, 
radio  communications  can  deliver  vital 
information  and  education.  Yet  many 
citizens  lack  electricity  or  the  means  to 
purchase  radio  batteries. 

The  breakthrough  idea  behind 
Freeplay's  solution  was  a  creative 
adaptation  of  the  self-powered  radio 
technology  of  parent  company  The 
Freeplay  Energy  Group.  The  company 
began  to  manufacture  and  distribute 
rugged,  simple-tooperafe  radios.  Its 
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windup  models  provide  45  minutes  of 
power  with  60  turns  of  o  crank. 

In  the  post  three  years,  the  project 
has  successfully  transcended  educa- 
tional, economic  and  geographic 
barriers  throughout  Africo.  The  tech- 
nology empowers  listeners  by  deliver- 
ing information  about  AIDS/HIV  and 
other  health  care  issues,  business 
development,  current  events,  agricul- 
ture and  education. 

The  deployment  of  Freeplay's  tech- 
nology also  has  saved  lives.  In 
Rwanda,  radios  helped  orphans 
receive  messages  that  directed  them  to 
resources  crucial  to  their  survival. 
Radio  communications  came  to  the 
aid  of  more  than  7,000  refugees  in 
flood-ravaged  Mozambique  last  year. 

The  Freeplay  Foundation's  self-pow- 
ered technology  solution  creates  sus- 
tainable access  to  information  and 
serves  as  a  model  for  the  creative 
application  of  technology  for  learning. 


NASDAQ  STOCK  MARKET  . 
EDUCATION  AWARD  FINALISTS 

Creating  Innovative 
Learning  Opportunities 

Kids'  Space,  New  York,  New  York 

Lewis  Center  for  Educational 
Research,  Apple  Valley,  California 

Project  Gutenberg,  Urbana,  Illinois 

Schools  Online,  San  Jose,  California 


KNIGHT  RIDDER 
EQUALITY  AWARD 

Award  Recipient:  Chaz  M. 
Holder,  President,  CZBioMed, 

Favett^ville,  North  Caroline 

Technology  Restores 
Patients'  Quality  of  Life 

The  remarkable  determination  and 
revolutionary  approach  of  Dr.  Chaz 
Holder,  founder  and  president  of 
CZBioMed,  exemplifies  the  applica- 


tion of  technology  to  solve  equality 
challenges. 

A  triple  amputee,  FHolder  turned  the 
.frustration  of  his  own  experience  with 
artificial  limbs  into  Socketless  Prosthetic 
Technology  —  comfortable,  inexpen- 
sive, durable,  high-quality  limbs. 
FHolder's  design  differs  from  conven- 
tional prosthetic  technology.  It  elimi- 
nates the  need  for  customized  sockets 
and  requires  minimal  medical  follow- 
up,  so  limbs  con  be  fitted  quickly  and 
easily.  Patients  can  begin  using  the 
limbs  rapidly,  and  the  process  requires 
no  prosthetic  laboratory  or  highly 
trained  practitioners. 

While  the  new  concept  in  prosthet- 
ics alone  makes  FHolder  a  brilliant 
problem-solver,  he  didn't  stop  there. 
FHe  saw  on  opportunity  to  bring  vastly 
improved  technology  to  the  world's 
estimated  25  million  amputees  who 
do  not  have  access  to  expensive  pros- 
thetic limbs. 

While  physically  challenged  individ- 
uals everywhere  face  many  obstacles 
to  mobility,  the  problem  is  most  signifi- 
cant in  war-torn  or  developing  coun- 
tries. In  2000,  FHolder  traveled  to  the 
West  African  notion  of  Sierra  Leone 
where  he  fitted  188  of  his  socketless 
technology  limbs  in  only  eight  days. 
Earlier  this  year  the  doctor  traveled  to 
Vietnam  for  a  similar  mission.  More 
than  400  of  the  devices  are  now  in 
use  worldwide. 


KNIGHT  RIDDER 

EQUALITY  AWARD  FINALISTS 

Technology  Addresses 
Equality  Problems 

Benetech,  Moffet  Field,  California 

Greenstar,  Los  Angeles,  California 

LINCOS  Project,  Costa  Rica 
James  Sheats,  Hewlett- 
Packard,  Palo  Alto,  California 

Women's  Learning  Partnership 
for  Rights,  Development,  and 
Peace,  Bethesda,  Maryland 


CREDIT  SUISSE  FIRST 
BOSTON  ECONOMIC 
DEVELOPMENT  AWARD 

Award  Recipient:  Fabio  Luis  de 
Oliveira  Rosa,  IDEAAS,  Brazil 

Inexpensive  Power  Changes 
Economic  Equation 

Bringing  new  economic  opportunities 
to  low-density  rural  areas  was  the  goal 
of  Fabio  Luis  de  Oliveira  Rosa 

and  his  teom  at  the  Institute  for  the 
Development  of  Natural  Energy  and 
Sustainobility  (IDEAAS).  FHis  team's 
innovation  involves  technologies  for 
generating,  distributing  and  using  elec- 
tric power  to  make  agricultural  com- 
munities more  viable. 

In  developing  economies,  poverty 
and  destruction  of  the  environment 
make  living  conditions  difficult  and 
increasingly  unbearable.  In  rural 
Brazil,  25  million  people  hove  no 
access  to  electricity.  Worldwide,  1.5 
billion  people  lock  access  to  commer- 
cial electricity  services.  Low-cost  elec- 
tricity is  key  to  improving  the  quality  of 
life  in  such  areas. 

Inexpensive  power,  in  turn,  allows 
agricultural  communities  to  install  elec- 
tric fencing.  Fencing  is  on  important 
step  in  altering  grazing  practices,  yet 
conventional  fencing  is  cost-prohibitive 
in  poor  areas. 

The  breakthrough  thinking  of  de 
Oliveira  Rosa  and  IDEAAS  substitutes 
steel  and  zinc  wires  for  aluminum 
ones,  uses  treated  wood  rather  than 
cement  poles  and  spaces  poles  farther 
opart,  0  change  made  possible  by  the 
shift  in  the  type  of  wire  used.  As  their 
solution  evolved,  the  group  continued 
to  innovate,  incorporating  smaller 
transformers,  photovoltaic  systems  and 
lightning  protection. 

The  IDEAAS  approach  brings  new 
economic  development  opportunities 
to  Brazil's  agricultural  communities, 
and  it  has  the  potential  for  serving  ruroi 
populations  worldwide. 
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AWARD  FINALISTS 

Enabling  People, 
Economies  to  Flourish 

MicroPianet,  Ltd., 

Edmonds,  Washington 

PEOPLink,  Kensington,  Maryland 

Scrub  Oak  Technologies, 

Norman,  Oklahoma 

University  of  Illinois,  Beckmon 
Institute  for  Advanced  Science 
"nd  Technology,  Urbana,  Illinois 


INTEL 

ENVIRONMENT  AWARD 

Award  Recipient:  Betsy  L  Dresser, 

Audubon  Center  for  Research 
of  Endangered  Species,  New 

Orleans  loL'isinnn 

Saving  Endangered 
Species  With  Biotechnology 

An  impressive  leap  of  creative  th'.inking, 
supported  by  advanced  reproductive 
tecfiniques,  launcfied  veterinarian 
Betsy  L.  Dresser's  successful  work 
tfiat  is  saving  endangered  animals 
around  tfie  globe. 

Dresser,  senior  vice  president  for 
research  at  tfie  Audubon  Center  for 
Research  of  Endangered  Species,  rec- 
ognized that  as  species  around  the 
world  vanish  at  alarming  rates,  restor- 
ing habitats  is  only  a  partial  solution. 
More  aggressive  techniques  are 
urgently  needed.  Dresser's  solution  uses 
Assisted  Reproduction  Technology 
(ART)  to  repopulate  species,  preserve 
diverse  gene  pools  and  reduce  repro- 
duction stress,  enhancing  species' 
long-term  survival. 

Of  the  world's  mammal  species,  25% 
are  threatened  and  face  a  high  risk  of 
extinction  in  the  near  future.  Dresser  has 
already  applied  advanced  biotechnolo- 
gy to  aid  the  survival  of  Mississippi 
sandhill  cranes,  whooping  cranes  and 
Indonesian  storks.  Additional  programs 


hove  helped  the  African  bongo  ante- 
lope, wildcat,  serval,  caracal,  fishing 
cot  and  clouded  leopard,  California 
sea  otter  and  Asian  tiger  Mexican  gray 
wolves  hove  come  off  the  endangered 
list  because  of  Dresser's  work. 

Dresser's  efforts  make  use  of  intra- 
species  and  interspecies  embryo  trans- 
fer using  in  vitro  fertilization  and  matu- 
ration. Another  technique  with  even 
wider  and  exciting  potential  benefits  is 
the  cryopreservation  of  genetic  materi- 
al from  endangered  animals,  which 
con  later  be  used  if  needed  to  repopu- 
late endangered  wildlife. 


INTEL  ENVIRONMENT 
AWARD  FINALISTS 

Protecting  the  Environment 
Today  and  Tomorrow 

Capstone  Turbine  Corporation, 

Chatsworth,  California 

Green  Map  System,  New  York, 
New  York 

PRIME  Project,  Philippines 

Stevens  Institute  of  Technology, 

Hoboken,  New  Jersey 


JPMORGAN  CHASE 
HEALTH  AWARD 

Award  Recipient:  Joseph  DeRisi, 

University  of  California  San 
Francisco 

Decoding  Malaria 
For  a  Better  Cure 

Dr.  Joseph  DeRisi  is  on  the  trail  of 
a  better  cure  for  malaria.  An  assistant 
professor  in  the  Biochemistry  and 
Biophysics  Department  at  the  University 
of  California  Son  Francisco,  DeRisi  is 
using  microarroy  technology  as  a  deci- 
phering tool.  This  scientific  detective 
work  provides  information  that  can  be 
used  to  combat  the  deadly  disease. 

Malaria  is  a  public  health  problem 
that  threatens  more  than  2.4  billion 
people  throughout  at  least  90  coun- 


tries. DeRisi  is  searching  for  the  specif- 
ic malarial  genes  essential  to  the  sur- 
vival of  the  parasite  that  causes  the  dis- 
ease. As  genes  are  isolated,  they  can 
then  be  considered  as  likely  targets  for 
genetic  drug  therapies. 

DMA  microarrays  are  a  revolution- 
ary tool  for  the  analysis  of  genes,  and 
they  are  essential  for  the  new  science 
of  genomics,  the  study  of  the  dynamics 
of  genes.  The  DMA  microarroy  tech- 
nology that  DeRisi  helped  develop  at 
Stanford  University  is  speeding  the 
research  process.  It  allows  the  study  of 
thousands  of  genes  simultaneously,  a 
vast  improvement  over  traditional  tech- 
niques in  which  only  one  gene  at  a 
time  could  be  analyzed. 

By  applying  this  new  science, 
and  by  disseminating  information  on 
DMA  microarroy  technology  via  the 
Web,  DeRisi  is  accelerating  the  work 
toward  new  drug  therapies  for  a 
global  health  problem.  ■ 


JPMORGAN  CHASE 
HEALTH  AWARD  FINALISTS 

Creating  a  Healthier  World 

America's  Second  Harvest, 

Chicago,  Illinois 

Cerus  Corporation,  Concord, 
California 

Cygnus  Incorporated,  Redwood 
City,  California 

STARBRIGHT  Foundation,  Los 

Angeles,  California 


Imagine  What 
Technology  Can  Do  Next 

Nominate  innovators  for  The  Tech 
Museum  Awards  2002.  For  more 
information  contact: 

■  THE  TECH  MUSEUM 

OF  INNOVATION 
V^^k      201  South  Market  St. 
7^      San  Jose,  CA  95 1  1  3 
^  408-795i6338 
yj^g-pg^l^.  techawards@thetech.org 

museum  of  innovation      WVW.thetech  .Org 


Combining  the  best  technologyj 
with  the  best  thinking,  ] 


that's  the  360°  relationship. 


In  investment  banking,  commercial  banking,  private 
equity  and  wealth  management,  we  surround  clients 
with  knowledgeable  people,  industry  insight  and  a  : 
global  perspective,  it's  a  winning  combination  we  call, 
the  360°  relationship,  and  it's  made  us  a  leader  in  the 
technology  and  health  care  industries.  That's  why 
we're  proud  to  sponsor  The  Technology  Benefiting 
Humanity  in  Health  Care  Award  presented  by  The 
Tech  Museum  of  Innovation.  ; 


JPMorgan 


k/lorgan  is  a  marketing  name  for  investment  banl<irig  businesses  of  J. P.  Morgan  Chase  &  Co.  and  its  subsidiaries  worldwide.  Investment  banking  activities  are  performed  ' 
securities  affiliates  of  J. P.  Morgan  Chase  &  Co.,  including  J. P.  Morgan  Securities  Inc.,  member  NYSE/SIPC.  Lending,  derivative,  and  comrhercial  banking  activities  are'- 
formed  by  banking  affiliates  of  J. P.  Morgan  Chase  &  Co.  Issued  and  approved  by  J. P.  Morgan  Securities  Ltd.  (member  LSE)  and  Chase  Manhattan  Internationa!  Limited,  J 
;h  regulated  by  the  FSA.  ©2001  J. P  Morgan  Chase  &  Co.  ,  -    .     <  J 


HYLLANCE  ARMSTRONG 


ack  in  the  Saddle 


FOR  THE  WORLD'S  BEST  CYCLIST,' 
PLEASURE  COMES  FROM  PAIN 


BECOME  A  HAPPIER  MAN  each  time 
I  suffer. 

Suffering  is  as  essential  to  a  good  life, 
and  as  inextricable,  as  bliss.  The  old 
saying  that  you  should  live  each  day  as  if 
it's  your  last  is  a  nice  sentiment,  but  it 
doesn't  work.  Take  it  from  me.  I  tried  it 
once,  and  here's  what  I  learned:  If  I  pur- 
sued only  happiness,  and  lived  just  for 
the  moment,  I'd  be  a  no-account  with  a 
perpetual  three-day  growth  on  my  chin. 
Cancer  taught  me  that. 

Before  cancer,  whatever  I  imagined 
happiness  to  be,  pretty  soon  I  wore  it  out, 
took  it  for  granted,  or  threw  it  away.  A 
portfolio,  a  Porsche,  a  coffee  machine — 
these  things  were  important  to  me.  So 
was  my  hair.  Then  I  lost  them,  including 
the  hair.  When  I  was  25, 1  was  diagnosed 
with  advanced  testicular  cancer,  which 
had  metastasized  into  my  lungs  and 
brain.  I  sold  the  car,  gave  up  my  career  as 
a  world-class  cyclist,  lost  a  good  deal  of 
money,  and  barely  hung  on  to  my  life. 

When  I  went  into  remission,  I 
thought  happiness  would  mean 
being  self-indulgent.  Not  knowing 
how  much  time  I  had  left,  I  did  not 
intend  to  ever  suffer  again.  I  had  suf- 
fered months  of  fear,  chemotherapy 
so  strong  it  left  burn  marks  under 
my  skin,  and  surgery  to  remove  two 
tumors.  Happiness  to  me  then  was 
waking  up. 

I  ate  Mexican  food,  played  golf, 
and  lay  on  the  couch.  The  pursuit  of 
happiness  meant  going  to  my  favorite 
restaurant  and  pursuing  a  plate  of 
enchiladas  with  tomatillo  sauce. 

But  one  day  my  wife,  Kristin,  put 
down  her  fork  and  said,  "You  need 
to  decide  something:  Are  you  going 
to  be  a  golf-playing,  beer-drinking, 
Mexican-food-eating  slob  for  the  rest 
of  your  life?  If  you  are,  I'll  still  love 
you.  But  I  need  to  know,  because  if 
so,  I'll  go  get  a  job.  I'm  not  going  to 
sit  at  home  while  you  play  golf." 
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I  Stared  at  her. 

"I'm  so  bored,"  she  said. 

Suddenly,  I  understood  that  I  was  bored, 
too.  The  idleness  was  forced;  I  was  pur- 
poseless, with  nothing  to  pursue.  That  con- 
versation changed  everything.  I  realized 
that  responsibility,  the  routines  and 
habits  of  shaving  in  the  morning  with  a 
purpose,  a  job  to  do,  a  wife  to  love,  and  a 
child  to  raise — these  were  the  things  that 
tied  my  days  together  and  gave  them  a 
pattern  deserving  of  the  term  living. 

Within  days  I  was  back  on  my  bicycle. 
For  the  first  time  in  my  life,  I  rode  with 
real  strength  and  stamina  and  purpose. 
Without  cancer,  I  never  would  have  won 
a  single  Tour  de  France.  Cancer  taught 
me  a  plan  for  more  purposeful  living,  and 
that  in  turn  taught  me  how  to  train  and 
to  win  more  purposefully.  It  taught  me 
that  pain  has  a  reason,  and  that  some- 
times the  experience  of  losing  things — 
whether  health  or  a  car  or  an  old  sense  of 
self — has  its  own  value  in  the  scheme  of 


life.  Pain  and  loss  are  great  enhancers. 

People  ask  me  why  I  ride  my  bike  for 
six  hours  a  day;  what  is  the  pleasure?  The 
answer  is  that  I  don't  do  it  for  the  pleas- 
ure. I  do  it  for  the  pain.  In  my  most  painful 
moments  on  the  bike,  I  am  at  my  most 
self-aware  and  self-defining.  There  is  a 
point  in  every  race  when  a  rider  encoun- 
ters the  real  opponent  and  realizes  that 
it's ...  himself.  You  might  say  pain  is  my 
chosen  way  of  exploring  the  human  heart. 

That  pain  is  temporary.  It  may  last  a 
minute,  or  an  hour,  or  a  day,  or  a  year, 
but  eventually  it  subsides.  And  when  it 
does,  something  else  takes  its  place,  and 
that  thing  might  be  called  a  greater  space 
for  happiness.  We  have  unrealized  capa- 
cities that  only  emerge  in  crisis — capaci- 
ties for  enduring,  for  living,  for  hoping, 
for  caring,  for  enjoying.  Each  time  we 
overcome  pain,  1  believe  that  we  grow. 

Cancer  was  the  making  of  me:  Through 
it  I  became  a  more  compassionate,  com- 
plete, and  intelligent  man,  and  therefore  a 
more  alive  one.  So  that's  why  I  ride,  and 
why  I  ride  hard.  Because  it  makes  me  hurt, 
and  so  it  makes  me  happy. 

In  July,  Lance  Armstrong  won  bicy- 
cling's Tour  de  France  for  the  third  year 
in  a  row,  despite  having  an  advanced 
stage  of  testicular  cancer  five  years  ear- 
lier. He  created  the  Lance  Armstrong 
Foundation,  which  helps  people  manage 
and  survive  cancer. 


Pursuit 


OGRAPH  BY   MAUREEN  FRANCE 


,,§11  


PLEMENTED  AND  BEGAN  PROFITING  FROM 


SALESFORCE.COM'S  ONLINE  CRM  IN  LESS  THAN  30  DAYS. 


NO  NEW  HARDWARE.  NO  NEW  SOFTWARE.  JUST  PROVEN 


RELIABILITY.  SECURITY  AND  SCALABILITY  THAT  NOW 


EMPOWER 


340  PROFESSIONALS  WORLD-WIDE." 


Lew. Epstein 
Vice  President 
North  America  Sales 
Adobe  Systems 


salesfor 

Online  CRM 


To  see  how  your  company  can  benefit 
go  to  www.saIesforce.com  or  call  1-800 -NO  SOFTWARE. 

MAR  K  E  TING     |     S  ALE  S     |     CUSTOMER     SUPPO  R  T 


©  2000  salesforcc.coni.  All  riglics  reserved/." 


Amateur  Night 


INTERNET  MANIA- WAS  JUST  ANOTHER  CHAPTER  IN  AMERICA'S 
LONG  ROMANCE  WITH  OPTIMISM 


m  ODAY  we're  supposed  to  feel  chastened  and  contrite 
about  the  Internet  euphoria,  to  regard  it  as  some  decadent 
aberration,  the  greed-stoked  American  dream  going  off  the 
rails — the  worst  of  times,  an  age  of  foohshness,  an  epoch  of 
creduHty.  But  this  is  phony,  intellectually  dishonest  revision- 
ism. The  past  half-decade,  bracketed  by  the  Netscape  IPO 
and  Nasdaq  at  5,000,  was  not  a  kooky  anomaly;  it  was  the 
pursuit  of  happiness  writ  large — a  blithe  and  reckless  pursuit, 
as  ever  in  America. 

From  the  original  revolutionary  upheaval  of  1776  to  the 
Great  Awakening,  the  Gold  Rush,  the  railroad  bubble,  the 
Jazz  Age,  the  '60s  youthquake,  and  the  digital  frenzy  of  the 
late  '90s,  intermittent  national  manias  have  been  the  rule,  not 
the  exception.  This  is  a  go-go  country.  Millions  of  Americans 
pursuing  happiness  will  never,  over  the  long  run,  do  so 
smoothly  and  reasonably.  The  endeavor  is  inherently  messy 
and  unmanageable,  and  when  the  native  enthusiasm  boils 
over,  it  can  even  be  dangerous. 

Sometimes  the  pursuit  is  explicitly  about  the  search  for 
bliss,  as  with  the  religious  revivals  of  the  19th  century  and  the 
counterculture  movement  of  the  1960s.  More  often,  though, 
it's  about  money — although  seldom  is  it  only  about  money. 
Moneygrubbing  and  idealism  are  the  yin  and  yang  of  the 
American  soul,  perpetually  coexisting.  The  sudden  and 
unprecedented  westward  migration  of  the  1840s  was  inspired 
by  a  lust  for  gold  and  land,  but  also  by  more  naive  and  ineffa- 
ble notions  of  lighting  out  for  the  territories  and  improvising 
life — not  unlike  the  sudden  and  unprecedented  migration  of 
people  and  capital  to  the  Internet  during  the  1990s.  The  digi- 
tal frenzy  of  1995-2000  was  driven  by  a  desire  to  get  rich, 
sure,  but  that  festive  greed  was  mixed  up  with  more  intangi- 
ble and  sometimes  unconscious  yearnings:  to  be  part  of  an 
optimistic  mob,  to  go  off  on  an  adventure,  to  get  an  early 
gander  at  the  future  and  help  bring  it  into  being.  Motives  are 
always  mixed,  Americans"  motives  profoundly  so. 

It  seems  paradoxical,  but  at  such  a  moment  of  euphoria, 
individuals  can  be  aware  ot  the  craziness  and  the  improbabil- 
ities and  yet  still  want  to  plunge  in.  No  one  understood  this 
better  than  Mark  Twain.  He  knew  going  west  to  prospect  for 
silver  in  1860  was  a  folly,  but  he  did  it  anyway.  Four  years 
ago,  before  commentators  had  begun  calling  the  Internet 


boom  a  bubble,  I  wrote  an  essay  in  the  New  Yorker  entitled 
"The  Digital  Bubble,"  about  the  untenable  new  media  busi- 
ness models  and  the  markets'  extraordinarily  optimistic  valu- 
ations of  dot-com  stocks.  And  then,  18  months  later,  I  helped 
raise  an  extraordinarily  optimistic  sum  of  venture  capital  to 
start  a  new  media  company,  Inside.com.  I  could  see  plainly  that 
the  market  for  technology  stocks  was  a  bubble,  but  I  wanted 
to  feel  and  smell  what  it  was  like  firsthand.  Maybe  I'd  make  a 
lot  of  money.  But  at  least  as  strong  an  attraction  was  the 
rock-and-roll  expeditionary  aspect,  the  giddy  hankering  to  be 
on  the  frontier,  close  to  the  action. 

A  dozen  years  earlier,  some  friends  and  I  had  started  Spy 
magazine — and  thereby  (we  few,  we  happy  few,  we  band  of 
brothers)  managed  to  have  amazing  fun,  become  profitable, 
make  a  small  but  indelible  impact  on  the  American  mediascape, 
and  sell  the  company  (during  the  recession  of  1990-91).  Thus, 
I  was  familiar  with  the  arc  of  my  latest  media  enterprise: 
intense  collegial  fun,  sui  generis  excellence,  quick  impact,  and 
a  sale  well  before  the  thrill  was  gone. 

The  real  difference  in  the  late  1990s  was  the  schizophrenia 
of  the  business  culture.  On  one  hand,  a  decade  after  Reagan- 

MiHions  of  Americans  pursuing 
happiness  will  never  do  so 
smoothly  and  reasonably. 

ism's  triumph,  American  society — top  to  bottom,  wall  to 
wall — had  never  been  more  dominated  by  market  rational- 
ism and  spreadsheet  unsentimentality.  Yet  at  the  same  time, 
the  leaders  of  the  astringent  new  markets-rule  hegemony — 
bankers,  investors,  entrepreneurs.  Wall  Street  analysts,  the  bus- 
iness press,  old  economy  industrial  gods  like  Jack  Welch  — 
worked  themselves  into  a  dreamy,  quasi-religious  rapture 
about  the  financial  upside  of  digital  technology. 

The  Gold  Rush  of  1848  and  1849  is  the  cliche  antecedent 
for  the  Internet  frenzy  of  the  1990s,  but  this  recent  era  bears 
at  least  as  much  kinship  to  the  Great  Awakening  that  immedi- 
ately preceded  and  accompanied  gold  fever.  Our  preening 
Wired  and  Fast  Company  wave  of  new  economy  utopianism 
was  the  equivalent  of  transcendentalism  and  Brook  Farm 
communitarianism  in  the  mid-19th  century.  Gatherings  for 
the  high  tech  industry  like  TED  (Technology,  Education,  and 
Design),  Agenda,  PC  Forum,  and  the  Internet  Summit  were 
the  revival  camp  meetings  of  their  time  and  place.  The  pursuit 
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of  happiness  in  Protestant  America  has  always  comprised  the 
pursuit  of  weahh  as  well  as  enlightenment — and  at  rare  events 
like  TED,  the  pursuit  of  both  simultaneously. 

Looked  at  from  one  perspective,  the  American  pursuit  of 
happiness  derives  from  a  kind  of  childlike  arrogance,  the  naive 
self-confidence  of  the  blissfully  ignorant  amateur.  Like  the  tens 
of  thousands  of  Americans  who  set  off  for  the  countryside  to 
build  communal  settlements  in  the  1830s  and  '40s,  and  the  tens 
of  thousands  of  forty-niners  who  abandoned  their  families  and 
communities  to  hunt  for  gold  in  California,  the  vast  majority  of 
bedazzled  enlistees  in  the  digital  revolution  were  absolute 
amateurs.  If  they  knew  something  about  browsers  and  data- 
bases, they  were  ignorant  about  managing  people  or  selling 
things.  And  if  they  knew  a  bit  about  business,  they  knew 
hardly  anything  about  technology.  And  lots  of  them  knew 
next  to  nothing  about  either.  But  that  didn't  matter! 

In  1998  and  1999  the  game  looked  pretty  easy  to  millions 
of  believers  who  rushed  west  literally  and  figuratively  to  help 
start  technology  businesses,  or  stayed  home  and  invested  in  them 
online.  Amateurs  ruled.  Populism,  America's  default  ideology, 
is  essentially  amateurism  with  a  chip  on  its  shoulder,  a  collective 
do-it-yourself  rejection  of  elites  and  certified  experts.  The  Inter- 
net enabled  and  glorified  a  radical  do-it-yourself  amateurism  in 
all  realms:  Anyone  could  publish  anything  instantly;  everything 


was  available  online  to  everyone.  So  for  one  hyperbolic,  madcap, 
ecstatic  moment  in  the  late  '90s,  two  antithetical  and  deeply 
American  impulses — the  populist  democratic  urge  and  the  com- 
mercializing capitalist  spirit — came  together  and  fueled  an 
extraordinary,  large-scale  pursuit  of  happiness. 

There  were  elements  of  popular  delusion  and  the  madness 
of  crowds,  no  question.  But  in  a  crucial  respect  this  was  not 
like  the  infamous  episodes  of  speculative  insanity  in  the  late 
17th  and  early  18th  centuries:  John  Law's  Mississippi  Scheme 
in  France,  the  South  Sea  Bubble  in  England,  Tulipmania  in 
Holland.  Rather,  as  with  the  consequences  of  discovering 
gold  in  California  in  1848,  digital  technology  constitutes  a 
transformative  new  fact  of  life.  Hundreds  of  scams  were  con- 
cocted. Suckers  were  bilked.  Mistakes  were  made.  But  now 
that  the  hallucinatory  mists  have  disappeared,  the  Internet  is 
still  there,  operating  and  growing — among  other  things,  allow- 
ing millions  of  people  to  dream  up  brilliant  and  ridiculous  and 
wholly  new  ways  to  pursue  happiness.  ■ 

Kurt  Andersen  was  co founder  of  Spy  magazine  and  lnside.com, 
editor  in  chief  of  New  York  magazine,  and  a  columnist  for 
Time  and  the  New  Yorker  magazines.  He  is  the  author  of  the 
novel  Turn  of  the  Century  and  host  of  the  public  radio  show 
Studio  360. 
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Speak, 
Memory 

EVEN  THE  BEST  OF  TIMES  ARE  NOT  AS  GOOD 
AS  WE  REMEMBER 


HERE  IS  NO  SATISFACTORY  Scientific 
account  of  happiness.  This  is  perhaps  no 
surprise.  Happiness  is  highly  individual 
and  enormously  variable,  depending  on 
social,  moral,  and  political  conditions. 

We  know  that  happiness  is  more  than 
pleasure  or  the  absence  of  pain.  It  involves 
both  thoughts  and  emotions.  We  also 
know  that  certain  chemical  imbalances 
in  the  brain  can  make  happiness  impossi- 
ble. The  chemicals  are  called  neurotrans- 
mitters and  are  responsible  for  how  nerve 
cells  in  the  brain  talk  to  each  other  across 
connections  called  synapses.  The  timing 
and  types  of  signals  in  the  brain  circuits 
made  up  of  these  nerve  cells  underlie 
thought  and  emotion,  and  it  is  well 
known  that  chemical  defects  can  lead  to 
states  of  depression. 

In  these  states,  it  often  appears  to  an 
afflicted  person  that  happiness  has  been 
irrevocably  lost.  Many  such  states  can  be 
successfully  treated,  however,  by  drugs 
like  Prozac,  a  compound  that  affects  a 
neurotransmitter  called  serotonin.  One  of 
the  triumphs  of  modern  neuroscience  has 
been  the  ability  to  change  the  chemical 
economy  of  the  brain  selectively  and  thus 
block  unhealthy  changes  in  mood  or 
thought.  When  these  treatments  work, 
happiness  is  not  guaranteed  —  but  it 
becomes  achievable. 

I  do  not  want  to  leave  the  impression 
that  neuroscientists  understand  every- 
thing about  how  happiness  is  caused. 
We  have,  however,  already  accomplished 
a  great  deal  by  disposing  of  baseless 
assumptions — that  there  is  a  gene  for 
happiness,  that  there  is  a  happiness  center 
in  the  brain,  or  that  this  complex  con- 
scious, and  emotional  state  is  a  specific 
property  of  particular  nerve  cells.  Like 
the  consciousness  on  which  it  depends, 
happiness  is  a  process,  not  a  thing. 


Yet,  there  is  something  interesting  that 
many  people  don't  realize:  Happiness, 
like  consciousness,  depends  on  memory. 
Here  we  come  to  one  of  the  most  interest- 
ing relationships:  that  between  an  event 
leading  to  happiness  and  our  memory  of 
that  event.  Under  certain  conditions,  how 
we  remember  a  happy  event  is  perhaps 
more  important  than  the  occasion  itself. 
Modern  research  has  indicated  that 
human  memory  is  not  the  storage  of  a 
code  in  the  way  that  computer  memories 
operate;  human  memory  is  more  variable 
and  creative. 

Consider  first  the  complexity  of  the 
brain.  If  we  take  the  cerebral  cortex  of  the 
human  brain  (its  corrugated  mantle)  and 
count  the  nerve  connections,  one  per  sec- 
ond, we  would  finish  counting  32  million 
years  later.  The  number  of  possible  ways 
in  which  these  million  billion  connections 
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might  be  arranged  is  larger  than  the  num- 
ber of  elementary  particles  in  the  whole 
known  universe.  Why  is  this  important? 
First,  the  kind  of  episodic  memory  upon 
which  happiness  depends  requires  that 
parts  of  the  cortex  work  together  by  the 
strengthening  or  weakening  of  myriad 
synapses.  Second,  this  memory  also 
depends  on  synaptic  connections  between 
the  cortex  and  a  structure  on  the  side  and 


skirt  of  the  cortex  called  the  hippocam- 
pus. Loss  of  the  hippocampus  through 
accident  or  surgery  obliterates  episodic 
memory  from  the  time  of  the  loss 
onward.  But  long-term  memory  of  ail 
events  up  to  the  time  of  loss  remains  with 
the  individual  as  a  function  of  the  intact 
cortex.  As  a  result  of  such  an  injury, 
events  in  the  future  can  no  longer  be 
woven  into  the  fabric  of  happiness. 

Unlike  these  unfortunates,  a  person 
with  normal  functioning  of  both  regions 
can  recollect  a  moment  or  occasion  of 
happiness  over  and  over,  embellishing  it 
with  new  memories  and  new  emotions. 
So  every  act  of  memory,  whether  of  hap- 
piness or  not,  is  to  some  degree  an  act  of 
imagination.  That  being  the  case,  it  is 
understandable  why  science  cannot  fully 
account  for  happiness.  It  depends  on  a 
unique  and  individual  history. 

Perhaps  a  personal  example  will  illus- 
trate this  revisitation  of  happiness 
through  memory.  For  years  in  the  '60s,  I 
struggled  to  determine  the  structure  of 
the  molecules  in  the  blood  called  anti- 
bodies. Antibodies  recognize  and  inacti- 
vate foreign  invaders  like  bacteria  and 
viruses.  After  years  of  effort,  my  col- 
leagues and  I  worked  out  the  complete 
chemical  structure  of  the  antibody  in 
terms  of  the  individual  units  of  the  mole- 
cule that  were  linked  together.  With  this 
information  in  hand,  I  disappeared  into  a 
room  with  a  metal  frame,  some  piano 
wire,  and  a  thousand  white  plastic  Pop-It 
beads  used  by  young  girls  to  make  cheap 
necklaces.  A  day  and  a  half  later,  I 
emerged  with  a  set  of  bleeding  fingers 
and  a  three-dimensional  Pop-It  bead 
model  of  the  antibody  molecule. 

Some  of  my  colleagues  were  rein- 
forced in  their  view  that  I  was  a  bit  crazy. 
But  I  had  a  short  period  of  happiness 
when  all  the  facts  seemed  to  come 
together  in  that  room.  Over  the  years,  I 
have  revisited  that  episode  in  memory 
and  have  often  recategorized  the  happi- 
ness it  occasioned.  Indeed,  as  pleasant  as 
it  was  to  receive  the  Nobel  Prize  for  this 
work,  remembering  my  imagination  of 
how  the  antibody  model  might  look 
brings  back  forms  of  the  original  happy 
experience  more  vividly. 

Science  itself  depends  on  imagination. 
But  unlike  individual  personal  experi- 
ence, it  is  imagination  in  the  service  of 
the  verifiable  truth.  In  the  end,  ►  J03 
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Best  Thing 

IS  THERE  A  FAR,  FAR  BETTER  PLACE 
WE  CAN  GO? 

s...„  

You've  thought  about  it,  and  the  standard  recipe — find 
a  rewarding  occupation,  build  long-term  committed  rela- 
tionships, pause  to  smell  the  flowers,  etc. — seems  unreliable. 
Brilliantly  creative  careers  can  suddenly  flame  out;  richly  sus- 
taining relationships  have  been  known  to  unravel  overnight. 
Worse,  you  suspect  that  the  goal  itself,  the  promised  plateau 
of  contentment,  may  be  hard  to  distinguish  from  compla- 
cency or  even  resignation.  Suppose  you  want  something  that's 
both  easier  to  get  to  and  many  octanes  stronger,  something 
cosmically  thrilling,  transcendent,  and  available.  Happiness 
is  for  wimps,  you  might  be  wanton  and  greedy  enough  to 
propose.  Let's  talk  about  ecstasy. 

Leaving  out  orgasm,  which  is  too  brief  anyway  and  oddly 
devoid  of  memorable  content,  my  own  experience  in  this 
regard  is  nowhere  near  as  extensive  as  I  would  like.  There 
are,  or  have  been,  those  miraculous,  unsought  moments  when 
the  entire  glory  of  the  world  announces  itself  through  some 
humble  object  or  sound,  and  it  seems  as  though  God,  or 
whatever  It  is,  has  reached  out  for  a  touch.  Everyone  has 
these  moments,  I  suppose,  and  shelves  them  away,  somewhat 
shamefacedly,  under  the  smarmy  category  of  "the  spiritual." 
More  common,  in  my  case,  is  the  revelatory  rush  that  can 
come  after  weeks  or  months  of  puzzling  over  a  problem, 
when  suddenly  the  hidden  pattern  falls  into  place.  Even  when 
happiness  eludes  me,  the  lure  of  the  next  revelation  is  usually 
enough  to  keep  me  going — the  search  for  one  more  vast, 
triumphant  aha! 

But  why  are  these  moments  so  scattered  and  rare?  We  are 
accustomed  to  modulating  our  moods  with  coffee  or  cabernet, 
augmenting  our  memory  with  siHcon-based  circuitry,  and  trans- 
porting ourselves  into  fictional  worlds  made  up  of  recorded 
sounds  and  images.  So  why  haven't  we  found  a  reliable,  non- 
toxic technology  for  inducing  the  experience  of  ecstasy? 

Even  the  word  takes  us  well  off  the  familiar  cultural  map. 
Say  ecstasy,  and  people  think  you're  talking  about  the  drug, 
although  as  far  as  I  can  tell  —  and  my  information  here  is 
regrettably  secondhand — the  drug  induces  only  a  state  of 
indiscriminate  friendliness  and  susceptibiUty  to  the  techno- 
pop  sound.  Say  you  don't  mean  the  drug,  and  most  people 
aren't  sure  what  you  do  mean,  and  even  if  they  were,  we 
cannot  know  whether  one  person's  ecstasy  is  the  same  as 


another's.  And  what  about  words  like  rapture  and  bliss;  are 
they  synonyms  for  ecstasy,  or  do  they  refer  to  potentially  dis- 
tinguishable states?  Whatever  you  want  to  call  our  culture — 
Western,  capitalist,  male-dominated,  logocentric — it  does  not 
encourage  the  thought  of  ecstasy,  much  less  its  active  pursuit. 
Ecstatic  religions  such  as  voodoo,  Santeria,  and  the  more  exu- 
berant forms  of  Pentecostalism  are  marginal  or  suppressed; 
most  mind-altering  drugs  are  illegal.  No  wonder  we  are  so 
smirkily  obsessed  with  sex  and  the  momentary  release  of 
orgasm:  Almost  all  other  routes  to  ecstatic  experience  have 
been  effectively  blocked. 

Yet,  there  is  evidence  —  archaeological,  ethnographic  — 
that  humans  have  been  pursuing  ecstasy  for  thousands  of 
years,  and  in  systematic,  socially  approved  ways.  The  use  of 
drugs,  for  example,  is  about  as  traditional  as  anything  can  be. 
Neolithic  people  were  making  wine  7,000  years  ago,  and 
before  that  they  probably  got  a  buzz  by  eating  slightly  fer- 
mented rotten  fruit.  The  ancient  Scythians  inhaled  the  smoke 
from  marijuana  they  burned  on  metal  dishes.  The  ancient 
Indians  had  their  possibly  mythical  ecstasy-inducing  drug, 
soma.  Native  Americans  ate  peyote  and,  in  the  Amazon, 
strange  herbal  hallucinogens  such  as  ayahuasca. 

Whatever  you  want  to  call 
our  culture,  it  does  not 
encourage  the  thought  of  ecstasy, 
much  less  its  active  pursuit. 


Even  more  commonplace  than  drug  use,  anthropologically 
speaking,  is  the  human  attempt  to  achieve  ecstasy  through 
some  sort  of  planned  and  choreographed  ritual.  Anthropolo- 
gist Erika  Bourguignon  surveyed  the  ethnographic  literature 
available  in  the  mid-1960s  and  found  that  92%  of  small- 
scale — or,  as  we  used  to  say,  "primitive" — societies  engaged 
in  rituals  capable  of  inducing  ecstatic  trance  states  in  some  or 
all  of  the  participants.  In  fact,  outside  of  the  most  controlled 
and  hierarchical  cultures  —  the  civilizations  of  Asia  and 
Europe — ecstatic  ritual  was  once  a  nearly  universal  human 
undertaking,  found  in  precolonial  Africa  and  South  America, 
Polynesia,  Australia,  Siberia,  and  the  Indian  subcontinent. 

Often  these  were  danced  rituals,  conducted  by  firelight  and 
accompanied  by  drumming,  chanting,  and  singing — some- 
times along  with  costuming,  masking,  and  the  reenactment  of 
mythical  events.  Participants  danced  themselves  into  a  state  of 
self-loss  and  merger  with  the  group,  which  in  itself  constitutes 
a  kind  of  ecstasy.  A  few  adepts  went  further  to  achieve  an 
altered  state,  marked  by  tremors  and  odd  locutions  (i.e., 
speaking  in  tongues),  which  was  understood  as  unity  with 
a  spirit  or  god. 

Early  European  missionaries  who  stumbled  upon  such 
rituals  were  appalled  and  disgusted,  interpreting  trance  as 
demonic  possession  and  the  dancing  that  led  up  to  it  as  a 
degraded  surrender  to  promiscuity.  What  the  missionaries 
missed,  and  anthropologists  only  slowly  figured  out,  was  that 
these  rituals  represented  very  deliberate  "techniques  of 
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ecstasy,"  in  the  elegant  phrase  of  rehgious  historian  Mircea 
Ehade.  Instead  of  merely  "letting  go"  and  giving  in  to  their 
baser  instincts,  which  is  what  most  European  observers  imag- 
ined them  to  be  doing,  the  participants  were  exercising  their 
time-honored  right,  as  they  no  doubt  defined  it,  to  the  con- 
scious pursuit  of  ecstasy. 

Even  in  our  own  ecstasy-deprived  culture  of  malls  and 
cubicles,  you  can  still  find — if  you  know  where  to  look — 
drugs,  dances,  or  a  combination  of  the  two.  But  the  drugs 
have  their  downside  (apart  from  the  possibility  of  prison). 
The  ones  that  induce  blissful  feelings,  such  as  heroin  and 
cocaine,  also  deplete  the  brain's  capacity  to  feel  pleasure  on 
its  own — hence,  the  resulting  addiction.  Even  with  the  pre- 
sumably more  innocuous  ecstasy  (the  drug),  the  high  is 
reportedly  often  followed  by  a  day  of  mild  depression.  Mind- 
altering  drugs  in  general  are  blunt  instruments,  relatively 
untargeted  and  capable  of  much  damage  in  addition  to  what- 
ever joys  or  insights  they  may  offer.  As  for  the  all-night 
dances  by  firelight  or,  in  our  case,  strobe  lights:  They're  fine 
if  you're  young  and  arthritis-free,  cool  enough  to  win  the 
bouncer's  approval,  and  don't  have  to  get  up  in  the  morning. 
But  if  the  pursuit  of  ecstasy  winds  through  drug  dens  and 
dark,  recondite  clubs  frequented  by  masses  of  dubious,  multi- 
ply pierced  strangers,  most  of  us  will  choose  to  stay  home  and 
watch  HBO. 

The  wonder  is  that  we're  still  relying  on  archaic,  millen- 
nia-old techniques  of  ecstasy  at  all.  In  an  era  of  wireless  Inter- 
net access  and  similar  wonders,  you'd  think  we'd  have  come 
up  with  something  better  than  drums,  flashing  lights,  and 
ingested  plant  alkaloid  derivatives.  Look  at  it  this  way: 
Ecstasy  is  one  capacity  of  the  human  brain;  computation  is 
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another.  With  computer  technology,  we've  expanded  our 
computational  capacity  several  billionfold.  Isn't  there  some 
way  we  could  use  our  brains — or  our  brains  augmented  with 
computer  technology — to  expand  and  control  our  capacity 
for  ecstatic  experience? 

At  considerable  risk  to  my  reputation  as  a  sober,  socially 
responsible  citizen,  I  recently  took  this  question  to  an  eclectic 
group  of  digerati,  science  writers,  and  fringy,  imaginative 
thinkers.  None  of  them,  it  turns  out,  is  working  on  an  ecstasy 
machine  or  knows  of  anyone  who  is.  But  the  interesting 
thing  is  that  none  of  them  blew  me  off  as  a  drug-addled  flake. 
It  could  be  doable,  was  the  general  consensus,  and  in  a  market- 
driven,  technology-obsessed  culture,  what's  doable  tends  to 
get  done. 

The  most  promising  approach,  it  seems  to  me,  involves 
biofeedback — or,  more  precisely,  neurofeedback — techniques 
to  train  your  brain  to  achieve  an  ecstatic  state.  How  do  you 
train  a  bram  that  you  can't  see  or  touch?  The  idea  is  that  sub- 
jective states  like  anger,  concentration,  and  deep  relaxation 
manifest  themselves  as  patterns  of  brain  waves,  which  can  be 
detected  with  a  few  electrodes  attached  to  your  scalp.  Ordi- 
narily, we  have  little  or  no  control  over  our  brain  waves,  but 
when  the  electrodes  are  attached  to  a  computer,  we  can  be 
rewarded — say,  with  a  pleasant-sounding  tone — when  our 
brain's  electrical  activity  approaches  the  desired  state. 

So  far,  neurofeedback  has  been  used  in  the  treatment  of 
attention  deficit  disorder  and  depression,  but  according  to 
science  writer  Jim  Robbins,  author  of  A  Symphony  in  the 
Brain:  The  Evolution  of  the  New  Brain  Wave  Biofeedback, 
more  positive,  hedonistic  possibilities  abound.  You  can  hope, 
after  a  week  or  so  of  neurofeedback  training,  to  achieve 

the  deep  alpha  brain-wave 
frequencies  associated  with 
profound  relaxation,  even 
rapture.  Neurofeedback  pio- 
neer Jim  Hardt,  who  heads 
the  Biocybernaut  Institute  in 
Mountain  View,  California, 
reports  experiencing  a  vast 
new  awareness  and  ability  to 
"exist  outside  of  time,  which 
flowed  past  almost  unrippled 
by  my  presence." 

So  far,  the  role  of  computers 
in  neurofeedback  is  relatively 
primitive:  They  transform  the 
brain-wave  pattern  into  a  sig- 
nal— a  sound  or  a  light  on  the 
screen  —  that  tells  you  how 
close  you're  coming  to  the  neu- 
rological state  you  want  to 
achieve.  But  they  could  do 
far  more.  Instead  of  a  simple 
signal,  how  about  a  complex 
and  beautiful  image,  or  a  pro- 
found melody  of  your  own 
design?  You  could  accessorize 
your  neurofeedback-induced 
ecstasy  with  whatever  sensory 
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experience  you  choose — swirling  galaxies,  Alpine  meadows,  a 
smiling  Jesus  walking  toward  you  over  the  water  with 
arms  outstretched. 

Obviously,  we're  not  talking  about  a  passive  experience,  like 
popping  a  pill  and  waiting  for  the  serotonin  to  surge.  The 
computer-assisted  neurofeedback  approach  to  ecstasy  will  take 
discipline,  concentration,  and,  no  doubt,  creativity.  As  virtual 
reality  pioneer  Jaron  Lanier  insisted,  creativity  is  essential  to 
ecstasy — at  least  if  you're  to  experience  it  more  than  once — 
which  is  why  those  ritual  dances  were  always  evolving.  Nothing 
turns  the  brain  off  more  effectively  than  repetition,  even  the  rep- 
etition of  something  very  nice.  So  you'll  have  to  set  aside  some 
time  for  your  ecstasy  experience,  say  a  rainy  Sunday  afternoon. 
You  may  want  to  prepare  by  thinking  through  the  optimal 
imagery  to  accompany  it  (i.e.,  religious,  pastoral,  or  intergalactic). 
Then  you'll  go  into  a  quiet  room,  switch  on  the  computer,  and 
slip  on  a  helmet  containing  the  electrodes  to  monitor  brain 
waves.  You'll  journey  inward  for  an  hour  or  so,  catching  as  much 
bliss  as  you  can  reasonably  contain;  then  you'll  let  yourself  drift 
back  to  normal  consciousness,  switch  off  the  equipment,  and 
return  to  reality,  no  doubt  deeply  refreshed. 

In  a  society  that  begrudges  its  citizens  even  a  mild  mari- 
juana high,  I  suspect  that  ecstasy-inducing  technology  will  be 
designed  and  marketed  for  some  much  more  respectable  pur- 
pose: to  cure  depression,  manage  seizures,  or  promote  creative 
"flow  states."  But  word  will  get  around  and  people  will  adopt 
it  in  the  same  spirit  that,  for  example,  they  now  buy  vibrators 


for — heh,  heh — muscle  pain.  When  that  happens,  we  will  be 
facing  a  biotech  quandary  that  will  make  the  current  debate 
over  cloning  look  like  a  lovers'  tiff.  Those  "developmental 
tasks"  that  are  supposedly  required  for  happiness  —  finding 
rewarding  work,  building  committed  relationships,  blah, 
blah — may  begin  to  look  awfully  tedious  when  pleasures  far 
greater  than  mere  happiness  become  available  to  anyone  with 
a  laptop  and  a  stripped-down  home  electroencephalograph.  In 
the  worst-case  scenario,  the  entire  species  will  abandon  its 
striving  as  each  of  us  withdraws,  larvalike,  into  our  own  cus- 
tomized, machine-assisted,  masturbatory  bliss. 

Is  a  technology  of  ecstasy  worth  the  risks?  We  don't  need 
ecstasy,  of  course.  For  that  matter,  we  don't  need  plain  old 
genitally  driven  orgasms  either;  humans  can  get  along  just 
fine  and  even  reproduce  without  them.  But  we  are,  for  un- 
known evolutionary  reasons,  wired  for  ecstatic  experience — 
never  mind  that  our  current  social  arrangements  do  not 
encourage  it.  Since  ancient  techniques  of  ecstasy  like  the 
danced  ritual  are  no  longer  easily  applicable,  why  not  develop 
new  ones,  more  congenial  to  an  overpopulated  and  urbanized 
world.'  The  alternative,  which  seems  to  be  our  culture's  de 
facto  choice,  is  to  let  one  of  the  most  powerful,  soul-shatter- 
ing capacities  of  our  minds  lie  fallow  and  unexplored.  ■ 


Barbara  Ehrenreich  has  contributed  to  numerous  magazines, 
including  Time  and  Mother  Jones.  Her  latest  book  is  Nickel 
and  Dimed:  On  (Not)  Getting  By  in  America. 


OnStar  Batman  Adventure  Official  Rules 

NO  PURCHASE  OR  ONLINE  ENTRY  NECESSARY.  VOID  WHERE  PROHIBITED.  VOID  IN  PUERTO  RiCO.  A  PURCHASE  will  not  INCREASE  YOUR  CHANCES  OF  WINNING.  Sweepstakes  begins 
AT  12:01  A.M.  Pacific  Time  (PT)  on  9/4/01  and  ends  at  1 1:59  p.m.  PT  on  2/28/02  ("Sweepstakes  Period"!.  ELIGIBILITY:  Sweepstakes  is  offered  only  to  legal  residents  of 
THE  United  States  (including  Alaska  and  Hawaii)  who  are  licensed  drivers.  18  years  of  age  or  older.  Employees  (and  the  immediate  families  and  members  of  the  same 
household  of  such  employees)  of  OnStar  Corporation  ("Sponsor"),  General  Motors  Corporation,  Warner  Bros.  Online,  DC  Comics,  their  respective  divisions,  affiliates, 

DEALERS,  subsidiaries,  AND  ADVERTISING  AND  PROMOTION  AGENCIES  ARE  NOT  ELIGIBLE  TO  ENTER.  HOW  TO  ENTER:  THERE  ARE  TWO  WAYS  TO  ENTER  THE  SWEEPSTAKES:  1  )  DURING  THE 

Sweepstakes  Period,  complete  the  online  sweepstakes  entry  form  at  onstar.com  and  submit  as  directed  prior  to  1 1:59  p.m.  PT  on  2/28/02;  or  2)  Mail  a  3"  x  5"  paper  on 

WHICH  YOU  HAVE  PRINTED  YOUR  NAME,  ADDRESS,  DAYTIME  PHONE  AND  THE  WORDS  "ONSTAR  BATMAN  ADVENTURE"  TO:  ONSTAR  BATMAN  ADVENTURE  SWEEPSTAKES,  PO  BOX  508,  BYRON, 
Ml  48418.  All  mail-in  entries  must  be  postmarked  by  2/28/02  AND  RECEIVED  BY  3/5/02.  LIMIT  ONE  ENTRY  PER  PERSON  OR  EMAIL  ADDRESS  REGARDLESS  OF  ENTRY  METHOD.  MULTIPLE  ENTRIES  FROM 
THE  SAME  PERSON  OR  EMAIL  ADDRESS  OR  ENTRIES  GENERATED  BY  A  SCRIPT,  MACRO  OR  OTHER  AUTOMATED  MEANS  WILL  BE  DISQUALIFIED.  IN  THE  EVENT  OF  A  DISPUTE,  INTERNET  ENTRIES  WILL  BE  DEEMED 
MADE  BY  THE  AUTHORIZED  ACCOUNT  HOLDER  OF  THE  EMAIL  ADDRESS  SUBMITTED  AT  THE  TIME  OF  ENTRY.  THE  AUTHORIZED  ACCOUNT  HOLDER  IS  THE  NATURAL  PERSON  WHO  IS  ASSIGNED  TO  THE  EMAIL  ADDRESS 
BY  AN  INTERNET  ACCESS  PROVIDER,  ONLINE  SERVICE  PROVIDER,  OR  OTHER  ORGANIZATION  THAT  IS  RESPONSIBLE  FOR  ASSIGNING  EMAIL  ADDRESSES  OR  THE  DOMAIN  ASSOCIATED  WITH  THE  SUBMITTED  EMAIL 

ADDRESS.  Entries  that  are  incomplete,  illegible  or  corrupted  are  void  and  will  not  be  accepted  for  entry.  All  entries  become  the  property  of  Sponsor  and  will  not  be  acknowledged 
OR  returned.  No  mechanical  reproductions  permitted.  PRIZES/APPROXIMATE  RETAIL  VALUE  (ARV):  One  ( 1 )  Grand  Prize  -  A  seven-day  trip  for  one  to  Los  Angeles,  Calif.,  and  a  walk-on 
part  for  the  winner  in  the  next  original  series  Batman  film.  Prize  consists  of  round-trip,  coach  air  travel  from  the  major  commercial  airport  nearest  winner's  residence,  six  nights 
accommodations  and  $500  ($3,500);  One  ( l  i  First  prize  -  Winner's  choice  of  one  of  the  following  36  OnStar-eouipped  2001  or  2002  model  vehicles  (vehicles  are  2001  model  year. 

UNLESS  SPECIFICALLY  IDENTIFIED  AS  2002):  2002  ACURA  RL  ($45,150),  BUICK  CENTURY  LIMITED  SPECIAL  EDITION  ($25,651),  BUICK  LESABRE  LIMITED  ($28,950),  BUICK  PARK  AVENUE  ULTRA 

($38,21 5),  BuicK  Regal  GS  Sedan  ($26,390),  2002  Buick  Rendezvous  CXL  ($31 ,672),  Cadillac  Catera  Sedan  ($31 ,305 ),  Cadillac  DeVille  DTS  ($46,51 7 ),  Cadillac  Eldorado  Touring  Coupe 
($44,01 1 1,  2002  Cadillac  Escalade  awd  i$49,290),  Cadillac  Seville  STS  ($48,245),  2002  Chevrolet  Avalanche  4WD  ($34,618),  Chevrolet  impala  LS  Sedan  ($23,345),  Chevrolet  Monte 
Carlo  LS  Coupe  ($22,520),  Chevrolet  Silverado  3500  Regular  Cab  ($28,461  i,  Chevrolet  Suburban  4WD  LT  ($30,780),  Chevrolet  Tahoe  4WD  LT  ($27,857),  2002  Chevrolet  TrailBlazer 
4WD  LTZ  ($33,730),  Chevrolet  Venture  Warner  Bros.  Edition  |$30.770|,  2002  GMC  Envoy  4WD  SLT  ($33.8201,  GMC  Sierra  1500  SLT  ($28,331 ),  CMC  Sierra  C3  3500  SLT  ($34,331 ),  GMC 
Yukon  SLT  ($35,328).  GMC  Yukon  DENALI  AWD  ($46,150),  GMC  Yukon  XL  SLT  ($38,233),  GMC  YUKON  XL  DENALI  ($47,650),  Oldsmobile  AURORA  4.0  SEDAN  ($34,794),  2002  OldsmoBILE 
Bravada  ($31,760),  Oldsmobile  Intrigue  GL  Sedan  ($24,270).  Oldsmobile  Silhouette  premiere  ($33,320),  pontiac  Aztek  GT  AWD  ($26,915),  Pontiac  Bonneville  SSEi  Sedan  ($32,560), 
PoNTiAC  Grand  Prix  GT  Sedan  ($22,1 10),  Pontiac  Montana  Regular  Length  ($26,095),  Saab  9-3  Coupe  ($26,495),  or  Saab  9-5  Sedan  ($33,995).  One  Hundred  Fifty  ( 150)  Second  Prizes 
-  Limited-edition  Batman  Batarang  ($80);  Five  Hundred  (500)  Third  Prizes  -  Limited-edition  mini  Batmobile  ($6).  winners  are  responsible  for  all  taxes  and  any  costs  and  expenses 

NOT  specified  RELATED  TO  THE  ACCEPTANCE  AND  USE  OF  THE  PRIZE.  GRAND  PRIZE  TRIP  MUST  BE  TAKEN  ON  DATES  DETERMINED  BY  SPONSOR.  IN  THE  EVENT  THAT  THE  NEXT  BATMAN  FILM  IS  NOT  IN 
production  prior  TO  12/31/03,  THE  WALK-ON  PART  OF  THE  GRAND  PRIZE  WILL  NOT  BE  FULFILLED.  FIRST  PRIZE  WINNER  MUST  TAKE  DELIVERY  OF  PRIZE  VEHICLE  THROUGH  SPONSOR-SELECTED  DEALERSHIP 
WITHIN  60  DAYS  OF  NOTICE  OF  AVAILABILITY  OR  PRIZE  WILL  BE  FORFEITED  AND  AWARDED  TO  AN  ALTERNATE.  FIRST  PRIZE  WINNER  ALSO  RESPONSIBLE  FOR  REGISTRATION,  TITLE  AND  LICENSE  FEES,  INSURANCE 
AND  ALL  OTHER  COSTS  INCURRED  IN  REGISTERING  OR  USING  THE  VEHICLE,  AS  WELL  AS  ALL  COSTS  ASSOCIATED  WITH  ANY  AVAILABLE  UPGRADE/OPTION  PACKAGES  AND  MUST  PRESENT  VALID  DRIVER'S  LICENSE 
AND  SATISFACTORY  PROOF  OF  INSURANCE  PRIOR  TO  DELIVERY  PRIZE  WINNER  SELECTION:  PRIZE  WINNERS  WILL  BE  SELECTED  IN  A  RANDOM  DRAWING,  CONDUCTED  ON  OR  ABOUT  3/15/02  FROM  AMONG  ALL 
ENTRIES  RECEIVED.  EXPOSURE  MARKETING,  INC.,  AN  INDEPENDENT  JUDGING  ORGANIZATION,  WILL  CONDUCT  DRAWING.  WINNERS  WILL  BE  NOTIFIED  BY  MAIL  AND/OR  PHONE  AND  GRAND  AND  FIRST  PRIZE 
WINNERS  WILL  BE  REQUIRED  TO  COMPLETE,  HAVE  NOTARIZED  AND  RETURN  AN  AFFIDAVIT  OF  ELIGIBILITY  AND  LIABILITY  RELEASE  AND,  WHERE  LEGAL,  A  PUBLICITY  RELEASE  FORM  WITHIN  SEVEN  DAYS  OF 

RECEIPT.  IF  Grand  or  First  Prize  winner  is  not  of  the  age  of  majority  in  the  state  of  residence  ("minor"),  the  prize  will  be  awarded  in  the  name  of  the  parent  or  legal  guardian, 
prizes  are  neither  transferable  nor  exchangeable  for  cash;  however,  sponsor  reserves  the  right  to  substitute  a  prize  of  comparable  or  greater  value  due  to  unavailability.  if  a 
prize  is  refused  or  prize  notification  is  returned  or  deemed  undeliverable,  an  alternate  winner  will  be  selected.  the  odds  of  winning  depend  on  the  number  of  valid  entries  received, 
conditions:  sponsor  is  hot  responsible  for  error,  omission,  interruption,  deletion,  defect,  delay  in  operations  or  transmission,  theft  or  destruction  or  unauthorized  access  to 
or  alterations  of  entry  materials,  or  for  technical,  network,  telephone,  computer,  hardware  or  software  malfunctions  of  any  kind,  or  inaccurate  transmission  of,  or  failure  of 
Sponsor  to  receive  entry  information  on  account  of  technical  problems  or  traffic  congestion  on  the  Internet  or  at  any  web  site  or  any  combination  thereof.  Sponsor  is  also  not 
responsible  for  any  injury  or  damage  to  entrant's  or  any  other's  computer  related  to  or  resulting  from  playing  or  downloading  any  materials  in  the  sweepstakes,  or  for  entries 
or  mail  that  are  late,  lost,  misdirected,  damaged,  illegible  or  postage-due.  sponsor  reserves  the  right,  in  its  sole  discretion,  to  cancel  sweepstakes  in  its  entirety,  or  only  the 
online  portion,  if  it  becomes  technically  corrupted  or  because  of  unauthorized  human  intervention.  in  that  event,  sponsor  will  select  winner(s)  from  all  eligible  entries  received 
prior  to  exercising  its  rights  to  suspend  or  cancel  the  sweepstakes  and  will  post  notification  of  cancellation  on  0nstar.com.  caution:  any  attempt  by  a  contestant  or  any  other 
INDIVIDUAL  TO  DELIBERATELY  DAMAGE  ANY  WEB  SITE  OR  UNDERMINE  THE  LEGITIMATE  OPERATION  OF  THE  SWEEPSTAKES  MAY  BE  A  VIOLATION  OF  CRIMINAL  AND  CIVIL  LAWS  AND  SHOULD 
SUCH  AN  ATTEMPT  BE  MADE,  SPONSOR  RESERVES  THE  RIGHT  TO  PROSECUTE  ANY  SUCH  INDIVIDUAL  TO  THE  FULLEST  EXTENT  PERMITTED  BY  LAW.  BY  ENTERING,  PARTICIPANTS  lA)  AGREE  TC 
THESE  OFFICIAL  RULES  AND  THE  DECISIONS  OF  THE  SPONSOR  AND  JUDGES  WHICH  SHALL  BE  FINAL  IN  ALL  RESPECTS;  (B)  RELEASE  GENERAL  MOTORS  CORPORATION,  ONSTAR  CORPORATION,  WARNER  BROS. 

Online,  DC  Comics,  their  respective  divisions,  subsidiaries,  affiliates,  and  advertising  and  promotion  agencies  and  Exposure  Marketing,  Inc.,  their  respective  directors,  officers  and 

EMPLOYEES  FROM  ANY  AND  ALL  LIABILITY  FOR  ANY  INJURIES,  LOSSES  OH  DAMAGES  OF  ANY  KIND  CAUSED  BY  THEIR  PARTICIPATION  OH  RESULTING  FROM  ACCEPTANCE,  POSSESSION,  USE,  OR  MISUSE  OF  ANY 
prize;  and  (C)  acknowledge  that  said  PARTIES  HAVE  NEITHER  MADE  NOR  ARE  IN  ANY  MANNER  RESPONSIBLE  OR  LIABLE  FOR  ANY  WARRANTY,  REPRESENTATION  OR  GUARANTEE,  EXPRESSED  OR  IMPLIED, 
IN  FACT  OR  IN  LAW,  RELATIVE  TO  A  PRIZE  INCLUDING,  BUT  NOT  LIMITED  TC,  ITS  QUALITY,  EXCEPT  IN  REGARD  TO  SPONSOR,  FOR  THE  STANDARD  LIMITED  WARRANTY  PROVIDED 
WITH  THE  FIRST  PRIZE  VEHICLES.  NONCOMPLIANCE  WITH  THE  OFFICIAL  RULES  WILL  RESULT  IN  DISQUALIFICATION.  WINNERS/RULES:  FOR  NAMES  OF  PRIZE  WINNERS  OR  A 
COPY  OF  THE  OFFICIAL  RULES,  MAIL  A  STAMPED,  SELF-ADDRESSED  ENVELOPE  TO:  ONSTAR  BATMAN  ADVENTURE  SWEEPSTAKES  WiNNERS/RULES,  PO  BOX  181,  BYRON,  Ml 
48418.  PLEASE  SPECIFY  "WINNERS'  LIST"  OR  "RULES"  ON  THE  ENVELOPE.  ONLY  ONE  REQUEST  PER  ENVELOPE.  SPONSOR:  ONSTAR  CORPORATION,  A  WHOLLY  OWNED 
SUBSIDIARY  OF  GENERAL  MOTORS  CORPORATION,   1400  STEPHENSON  HIGHWAY,  TROY,  Ml  48083.  ADMINISTRATOR:  EXPOSURE  MARKETING,  INC.,   1532  N.  OPDYKE, 

AUBURN  HILLS.  Ml  48326  0NSTAR.COM 


^Forbes  ASAP's  Big  Issue  is  a 
Big  Deal!  It's  about  the  only 
tjhing  I  read — -literally  cover  to 
cover  (then  save!).  Its  OnC  Of 

magazine  publishing's 
annual  main  events." 

— Tom  Peters 

management  expert 
Author  di  In  Seai-ch  of  Excellence 
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'  FOREWORD  BY  PETER  JENNINGS 

FROM  THE  EDITORS  OF  VOmE'b  ASAP 


FEATURING  A  FOREWORD 


BY  PETER  JENNINGS 
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Customers  Luill  try  anything  to  get  your  attention. 
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Hre  you  ready  to  hear  them? 

Customers  can  be  unpredictable.  One  minute,  they're  trying 
to  reach  you  via  email,  and  the  next  they  are  calling  you  on 
the  phone.  PRC  provides  end-to-end  customer  service  across 
virtually  any  channel  that  your  customer  chooses  -  including 
phone,  email,  chat  and  fax.  In  fact,  we've  been  doing  it  for 
nearly  20  years  for  some  of  the  biggest  names  in  business. 
Want  loyal  customers?  Hear  them  with  PRC. 


For  more  information,  call  888-Call-PRC  oruisit  iuiutu.prcnet.com 


Precision  Response  Corporation 

The  leader  in  integrated  customer  care 


©  Precision  Response  Corporation,  2001 
PRC  is  a  division  of  USA  Networks,  Inc. 
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Dutsourcing  Strategies 

For  the  Winning  Enterprise 


he  longest  economic  boom  in  the  U.S.  has  come 
)  an  end  amid  doubts  about  the  future.  For  many 
)mpanies,  outsourcing  is  an  increasingly  important 
ption  as  they  shore  up  their  bottom  lines  by  cutting 
)sts  and  refining  their  business  strategies  as  demand 
►r  their  products  and  services  slows. 

t  how  do  you  determine  your  strategy?  Should  outsourcing 

a  part  of  your  strategy?  Are  there  other  business  strategies 
u  should  be  considering?  How  do  you  identify  those  func- 
ns  that  are  core  to  your  business?  If  you  outsource,  how  do 
u  choose  the  right  supplier?  In  short,  how  do  you  go  about 
veloping  an  outsourcing  strategy?  Here  is  some 
luable  guidance  based  on  the  Everest 
Dup's  experiences  working  with  many  of 
5  world's  leading  companies,  which  may 

in  the  role  of  buyer  or  supplier  at  any 
'en  time. 

Put  Your  Money  Where  the  Value  Is. 

ery  company  has  core  functions  that 
5ate  value.  These  are  the  services  or 
Dducts  that  distinguish  it  from  its 
mpetitors.  Every  other  function, 
matter  how  important,  is  rele- 
ted  to  a  support  position. 
\  wise  company  invests  —  and 
en  over-invests  —  in  its  core 
^ctions.  Its  executives  must 
5ist  the  siren  call  of  the  ancillary 
ictions  that  compete  for  capital, 
ie  and  attention.  Remember,  sup- 
rt  functions  are  important.  They 

ed  to  be  done  well.  But  they  don't  ,     ,      Introduction  by  Peter  Bendor-Samuel 

ed  to  done  well  by  you.  \    |      ^^j^^^^       produced  by  Jerry  Bowles 

Illustrations  by  Eric  Mueller 


Leverage  Your  Supplier's  Capital  and 
Talent.  Outsourcing  allows  companies  to 
use  the  supplier's  capital,  time  and  manage- 
ment to  get  the  job  done  without  tying  up  a 
penny  of  their  own  money  or  a  second  of 
their  own  time.  Outsourcing  suppliers  con- 
centrate on  their  core  competencies,  which 
means  they  make  the  needed  investment  in 
talent  and  technology  so  buyers  don't  have 
  to.  They  compete  in  the  unforgiving  market- 
place by  providing  better  services  at  a  better  price. 

Let  Them  Make  the  Capital  Investment.  Outsourcing  sup- 
pliers also  invest  in  costly  resources  like  IT  infrastructure,  build- 
ings and  people.  The  Everest  Group  worked  with  one  hospital 
that  had  budgeted  $100  million  for  new 
data  processing  infrastructure.  This  was  a 
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Staggering  amount  for  a  hospital  —  with  no  direct  return  on 
investment. 

After  studying  our  recommendations,  the  hospital  decided  to 
outsource.  The  supplier  already  has  a  leading-edge  data  center, 
so  the  hospital  does  not  have  to  build  a  new  one.  The  transition 
to  the  supplier  will  cost  the  hospital  $1 5  million,  freeing  $85  mil- 
lion for  core  investments  that  could  yield  increased  revenue. 

Keep  Your  Eye  on  the  Goal.  It  can  be  difficult  to  outsource  cru- 
cial processes  like  finance  and  accounting,  HR  or  logistics.  The  IT 
department,  for  example,  may  try  to  demonstrate  that  it  is  a  core 
function  and  fight  the  move  to  outsource.  Always  remember  that 
outsourcing  turns  fixed  costs  into  variable  costs.  The  burden  of 
head  count  or  facilities  is  transferred  to  the  vendor's  balance 
sheet.  In  times  of  uncertainty,  companies  need  to  shed  nsk,  cut 
costs,  reconfigure  balance  sheets  and  remain  flexible.  The  keen 
focus  on  your  core  business  that  results  from  outsourcing  makes 
all  of  that  possible. 


Peter  Bendor-Samuel  is  an  author,  publisher  and  executive  strate- 
gist. He  IS  chief  executive  officer  and  founder  of  the  Everest 
Group,  a  leading  advisory  service  for  business  strategies  and  solu- 
tions. He  is  also  the  publisher  of  Outsourcing  Journal;  founder 
of  the  Outsourcing  Center  and  author  of  Turning  Lead  into  Gold: 
The  Demystification  of  Outsourcing. 

Spherion  Corporation:  Reshaping  "Business  as  Usual" 

In  a  time  of  economic  and  political  upheaval,  can  companies  return 
to  "business  as  usual"?  Cinda  Hallman,  president  and  chief  exec- 
utive officer  of  Spherion  Corporation,  a  firm  that  provides  recruit- 
ment, outsourcing  and  technology  services,  thinks  not.  "When  the 
economy  started  its  downhill  slide,  it  hit  hard,  and  it  hit  fast.  Until 
September  11,  forecasts 
still  called  for  recovery  in 
early  2002.  All  that  has 
changed.  There  is  little 
enough  to  be  sure  of  today, 
but,  clearly,  'business  as 
usual'  is  anything  but." 

With  most  companies  reth 
man  predicts  few  will  be  quic 
expansive  infrastructure.  Man 
source  key  business  process^ 

Hallman  understands  the  inf 
ness  model  better  than  most.  / 
IT  outsourcing  engagements  ir 
lion  IT  alliance  between  Accen 
was  instrumental  in  advancii 


"Companies  will  be  more  aggressive  about  shifting  importai 
non-core  functions  to  outside  experts  who  can  do  the  job  wi 
higher  productivity  to  ensure  management  is  focused  on  co 
areas,  where  they  can  directly  impact  company  performance 
Hallman  says.  "For  example,  outsourcing  has  proven  its  value 
a  way  to  meet  IT  goals  more  effectively.  It  also  has  made  sign 
cant  inroads  in  highly  transactional  areas,  such  as  benefits  adm 
istration  and  payroll." 

Hallman  predicts  that  recent  trends  will  promote  widespre 
acceptance  of  outsourcing  other  business  processes,  such 
remote  workforce  support  and  recruiting,  core  areas  of  Spherioi 
expertise. 

Remote  Workforce  Support.  With  rapidly  growing  numbf 
of  remote  and  mobile  workers,  companies  are  struggling  to  me 
increasingly  complex  requirements  to  enhance  worker  prodi 
tivity  and  customer  responsiveness,  and  to  provide  support  in  tl 
mobile  environment.  Outsourcing  remote  workforce  support  c 
result  in  more  customer  face  time.  It  can  significantly  reduce  inf 
structure  costs  and  improve  productivity.  In  one  outsourcn 
engagement,  Hallman  says,  Spherion  reduced  client  costs  30 
and  boosted  workforce  productivity  almost  20%. 

Recruitment  Process  Outsourcing.  As  difficult  as  it  was 
find  good  talent  before,  the  greatest  struggles  may  lie  ahead.  H; 
man  says  smart  companies  are  looking  to  recruitment  specialis 
like  Spherion,  which  offers  55  years  of  experience  in  sourcing  ai 
assessing  talent.  With  clear  bottom-line  impact,  recruitme 
process  outsourcing  results  in  more  qualified  candidates,  low 
turnover,  improved  customer  service,  greater  productivity  ar 
reduced  costs. 

"Outsourcing  offers  greater  performance  accountability,  mc 
control,  best-in-class  technology,  rapid  deployment  of  best  pre 


Companies  will  be  more  aggressive  about  shifting  non-core  mnci 
to  outside  experts  to  ensure  management  is  focused  on  core  ar 

—  Cinda  Hallman,  President  &  CEO,  Spherion  Corporation 


inking  how  they  do  business,  Hall- 
k  to  add  back  costly  resources  and 
y  will  partner  with  an  expert  to  out- 

5S. 

lerent  value  in  the  outsourcing  busi- 
es the  architect  of  one  of  the  largest 
1  history  —  DuPont's  1 0-year,  $4  bil- 
ture  and  Computer  Sciences  —  she 
ig  business  process  outsourcing. 


tices  and  greater  consistency  in  the  delivery  of  non-core  services 
Hallman  says.  "It  results  in  better  focus  on  core  competence 
and  gives  smart  companies  a  competitive  edge  few  can  achie" 
on  their  own." 

Founded  in  1946,  Spherion  Corporation  provides  recruitmer 
outsourcing  and  technology  sen^/ices  through  a  network  of  7! 
offices  in  North  America,  Europe  and  Asia/Pacific.  Helping  cor 
panies  efficiently  plan,  acquire  and  optimize  talent  to  impro^ 
bottom-line  performance,  Spherion  employs  more  than  500, 0( 
people,  making  it  one  of  the  top  five  employers  in  the  U.S. 


Make  your  own 


No?  So  why  would  you  do  HR  Administration  in-house? 

Performing  tasks  that  don't  generate  profits  can  get  you  bent  out  of  shape.  So  talk  to  ADR 
Because  ADP  frees  your  HR  staff  from  endless,  repetitive  administrative  work.  Saves 
you  money  by  eliminating  costly  technology  upgrades.  And  gives  you  peace  of  mind 
with  superior  protection  from  compliance  pitfalls,  data  loss  and  security  breaches.  All  thanks  to 
comprehensive  and  integrated  HR/Benef its/Payroll  services  precisely  configured  for  your  business. 
Rhone  800-CALL  ADR  Or  visit  www.adp.com  to  learn  more.  (And  if  you  do  make  paper  clips,  we're 
still  well  worth  a  visit.) 

HR  Information  Management  |  Benefits  Administration  |  Retirement  Plan  Services  |  Payroll  Services 
Tax  &  Compliance  Management  |  Time  &  Labor  Management  |  Professional  Employer  Organization 


\Ne're  the  Business  Behind  Business^ 
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AT&T:  Managed  Networking  Links  Textron  Together  its  Internet  Data  Centers  in  Redwood  City,  Calif.,  and  Reddi< 

If  you  ask  Ken  Bohlen,  executive  vice  president  and  chief  innova-  England.  The  solution  was  tailored  to  fit  Textron's  unique  nee 
tion  officer  of  Textron,  Inc.,  a  global,  multi-industry  connpany  with    and  architectural  standards. 


revenues  of  $13  billion  and  68,000  employees  in  30  countries 
there  are  plenty  of  compelling  reasons  beyond  cost-cutting  to 
go  the  managed  network  services  route 

"The  telecommunications  industry 
and  our  own  businesses  change  so 
rapidly  these  days  that  we  often  find 
ourselves  on  a  journey  where  the  desti- 
nation is  always  changing,"  Bohlen 
says.  "To  survive,  you  have  to  be  fleet 
of  foot,  able  to  shift  gears  quickly,  not 
stuck  in  yesterday's  contract  or  Ian 
guage.  That's  an  important  piece  for 
us  —  finding  an  outsourcing  partner 
who  is  agile  and  can  help  Textron  be 
as  successful  as  possible." 

Bohlen  says  AT&T  has  been 
that  kind  of  partner,  which  is  why  Textron 
has  upgraded  and  added  new  services  to 
a  contract  that  was  written  five  years 
ago.  The  new  agreement,  he  says,  sup- 
ports both  new  services  developed  by 
AT&T  and  an  internal  shift  to  a  more  col- 
laborative, less  decentralized,  operating 
environment. 

This  ongoing  collaboration  allows  Textron  to  maximize  the 
return  on  its  communications  investment  by  identifying  oppor- 
tunities for  efficiency  and  growth.  AT&T  now  provides  a  single, 
managed  networking  solution  that  will  e-Enable  the  company's 
business  operations  worldwide  while  saving  in  excess  of 
$1  million  a  year.  Thirty-five  percent  of  Textron's  revenues  and 
31  %  of  Its  workforce  come  from  outside  the  U.S.  Its  business 
lines  include  aircraft,  automotive,  fastening,  industrial  products 
and  commercial  finance. 

"Our  subsidiaries  are  physically  separated  around  the  world, 
but  they  need  to  work  as  a  single,  fully  integrated  company," 
says  Charles  Affleck,  director  of  enterprise  infrastructure  at  Tex- 
tron. "Outsourcing  our  telecommunications  needs  to  AT&T 
allowed  us  to  seamlessly  integrate  all  of  our  units  worldwide, 
upgrade  applications  easily,  exchange  information  and  conduct 
transactions  through  one  Internet-enabled  global  network." 

Today,  AT&T  delivers  Textron  a  comprehensive  package  of 
managed  networking  services  —  including  a  global  IP  network 
and  enterprise  portal  protected  by  multiple  security  measures 
and  an  optimized  and  robust  Web  hosting  environment  —  from 


"We  were  able  to  transform  Textron's  disparate  networ 
into  one  unified  network  with  the  reliability,  scalability  and  p 
formance  needed  to  support  the  e-Business  applications  X\ 
provide  them  with  a  return  on  their  communicatio 
nvestment,"  says  Robert  Vatter,  gen 
al  manager  with  AT&T. 

And,  Bohlen  admits,  there  are  sig' 
icant  economic  benefits.  But  they  rr 
be  the  least  important  of  the  many  r< 
sons  to  outsource  Textron's  teleco 
munications  needs. 

"A  managed  services  partr 
should  be  strategic  and  able 
address  issues  that  are  globa 
based,"  Bohlen  says.  "Basica 
they  have  developed  a  single  n 

"We  were  able  to  transform  Textron's  disparate  netw 
into  one  network  with  the  reHabiUty,  scalabiUty  anc 
performance  to  support  the  e-Business  appHcations 
provide  a  return  on  their  communications  investmc 
—  Robert  Vatter,  General  Manager,  AT&T 

work  with  the  reliability,  scalability,  service  guarantees  and  \V 
ibility  we  need  to  compete  in  a  constantly  changing  econom 

SunTone^"^  Certification: 
Setting  the  Standards  for  Service  Providers 

As  customers  increasingly  turn  to  a  variety  of  outsourced  servic 
—  including  some  of  their  most  mission-critical  sen^/ices  and  Wi 
enabled  applications  —  they  are  demanding  security,  reliability  s 
predictability. 

"Customers  are  attracted  to  the  outsourcing  model,  but  tt" 
want  to  know  that  the  services  and  applications  that  are  bei 
delivered  over  the  Web  are  designed  to  meet  the  demands  of  1 
environment,"  says  Yael  Zheng,  director  of  the  SunTone^*^  Ce 
fication  and  Branding  Program. 

Launched  in  May  1999,  the  SunTone  program  is  one  of  t 
industry's  first  collaborative  efforts  to  define  and  audit  serv 
provider  (SP)  infrastructure,  operational  practices,  hardware,  sc 
ware  and  service  deliver/  to  ensure  high  levels  of  performan 
security,  availability  and  uptime.  To  make  certain  the  SunTc 
specifications  reflected  the  industry's  best  practices  for  qua 


Our  extensive  and  deep-rooted  knowledge     outsourcing  solutions.  For  a  suite  of  best-: 

base  nourishes  a  range  of  solutions  that  in-class  solutions  that  enhance  your  brand 

■  ■       ■  f 

branch  out  across  the  entire  multi-channel  image,  increase  your  customer  life-time 

landscape.  That  is  why  the  NewRoads  value,  optimize  operations  infrastructure); 

name  stands  by  itself  in  terms  of  the  scale  and  deliver  shareholder  value,  NewRoads 

and  technological  expertise  we  bring  to  is  by  far  the  best  path  to  any  point  in  the 

customer  care,  fulfillment  and  distribution  multi-channel  landscape. 

Outsourced  Multi-Chaniiel  Solutions 
75  Holly  HiH  Lane  •  Greenwich,  CT  06830  •  203.625.9899  ext.  1  14  •  Www^newroads.com 
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service,  Sun  Microsystems,  Inc.  formed  the  SunTone  architecture 
council,  which  comprises  over  50  leading  companies  in  the  appli- 
cation hosting  and  service  provisioning  industries.  The  council 
determines  the  criteria  a  service  provider  must  meet  in  order  to 
design,  build  and  deliver  high-quality  services  and  Web-enabled 
applications. 

"The  use  of  a  prestigious  advisory  board  of  industry-recognized 
companies  to  develop  and  bless  best-practice  sen/ice  standards 
with  a  seal  of  approval,  which  Sun  has  established  with  its  Sun- 
Tone  certification  program,  has  multiple  marketing  advantages," 
says  Laura  McLellan,  vice  president.  Strategic  Marketing,  Gartner 
Dataquest. 

Service  providers  insist  that  SunTone  certification  is  vital  to 
attracting  customers.  "We've  gone  through  an  exhaustive  certi- 
fication process  that  proves  we  are  running  a  very  secure  opera- 
tion. That's  probably  the  most  crucial  thing  to  our  customers," 
says  Keith  Paglusch,  president  of  Sprint  E|Solutions. 

Under  the  SunTone  program,  service  providers,  independent 
software  vendors  and  integra- 
tors undergo  a  rigorous  review 
process  to  ensure  that  the  ser- 
vices or  products  provided  by  a 
company  meet  all  of  the  Sun- 


" SunTone  Certification  not  only  provides  an  assurance  of  q 
ity  for  end  users,  it  also  delivers  brand  recognition  for  serv 
providers  looking  to  attraa  new  customers,"  Zheng  says.  "W' 
not  in  competition  with  the  SPs;  our  go-to-market  initiatives  ^ 
them  differentiate  themselves  in  the  marketplace,  take  costs 
of  their  business  and  drive  end-user  demand." 

Sun,  Sun  Microsystems,  the  Sun  Logo.  SunTone  and  the  t 
Tone  Certified  logo  are  trademarks  or  registered  trademark 
Sun  Microsystems,  Inc.  in  the  United  States  and  other  count' 

NewRoads:  Supporting  One-to-One  Customer  Relationsh 

The  emergence  of  the  Internet  as  a  major  channel  for  comm<^ 
has  created  a  unique  opportunity  for  service  companies.  For 
first  time,  they  can  create  direct  relationships  with  customer 
from  order  to  fulfillment  to  payment  —  and  extend  the  valu 
their  brand  and  their  customers'  experience  with  the  brand.  H 
ever,  get  any  of  those  key  business  processes  wrong,  and  yo 
likely  to  wind  up  with  a  former  customer. 


"Customers  are  attracted  to  the  outsourcing  model,  but 
they  want  to  know  that  the  services  and  appHcations  deli 
over  the  Web  meet  the  demands  of  the  environment." 

Tone  program's  best-practices  —  Yuel Zhmg,  Director,  SunTom'^^  Certification  &  Branding  Pn 

and  high-quality  standards. 


Certification  applies  only  to  individual  services  and  applications, 
not  entire  companies,  and  comes  in  three  categories: 

•  SunTone  Certified  service:  emphasizes  quality  of  services 
and  best  practices  for  service  providers 

•  SunTone  Certified  application:  identifies  quality  applications 
designed  to  function  reliably  and  predictably  in  Web-based 
application  hosting  environments 

•  SunTone  Certified  integrator  service:  evaluates  integra- 
tors' abilities  to  provide  top-quality  professional  services  or 
integration  practices  for  architecting,  implementing  and 
managing  service  provider  or  dot-com  customer  service 
delivery  environments. 

Through  the  SunTone  program,  companies  are  recognized  for 
high-quality  service  deliver/,  identified  by  the  SunTone  Certified 
logo.  BellSouth,  Digex,  Genuity,  Loudcloud,  Oracle,  Qwest,  SAP 
and  Sprint  are  all  SunTone  members  and  provide  SunTone  certi- 
fied services  or  applications.  Certification  under  the  SunTone  pro- 
gram also  gives  them  highest-level  access  to  comarketing  oppor- 
tunities with  Sun. 

The  SunTone  program  currently  has  more  than  1 ,500  applicants 
for  certification  and  more  than  200  SunTone  Certified  solutions 
available  to  meet  various  business  needs. 


"What  we  are  seeing  is  the  evolution  of  the  old  supply 
demand  chains  into  new  one-to-one  commerce  chains,"  s 
Michael  Shelton,  senior  vice  president  of  sales  and  marketin 
NewRoads  Inc.,  a  Greenwich,  Conn  -based  business  process 
sourcer  of  fulfillment  and  customer  management  services 
retailers  and  manufacturers.  "Early  on  we  recognized  thro 
client  feedback  and  market  dynamics  that  companies  were  k 
ing  for  sen/ices  and  solutions  to  support  the  multichannel,  ont 
one  customer  relationships  enabled  by  this  shift." 

NewRoads  was  built  from  the  ground  up  to  provide  enc 
end  outsourced  solutions  capable  of  supporting  multiple  di 
channels.  Its  services  include  logistics  and  distribution,  r 
keting  and  commerce  fulfillment,  sales  and  marketing  supp 
customer-care  services,  application  technology  services, 
logistics  and  distribution  management.  On  a  typical  ( 
NewRoads  speaks  to  27,000  of  its  clients'  custom 
responds  to  5,000  e-mails,  fulfills  200,000  literature 
sample  requests,  packs  and  ships  more  than  100,000  proc 
and  rebate  offers,  and  processes  nearly  20,000  custoi 
returns.  Recently,  NewRoads  was  ranked  #37  on  the  Inc. 
list  of  fastest-growing  private  companies  in  America. 

For  a  fast-growing  business  like  Alloy  Online,  Inc.,  wl 


A  SunTone  Certified  SP  never  sleeps. 
Which  should  help  you  avoid  that  jittery  feeling. 


How  do  you  know  that  any  given  service  provider  can 
deliver  tlie  wide-awake  uptime  you  need  and  expect, 
with  no  hiccups,  slowdowns  or  excuses?  You  look  for  an 
SP  whose  services  have  been  SunTone"  Certified.  The 
^^^^'J"!^!^]^"  SunTone  Certified  seal  means  that  a  service  provided 
CERTIFIED  by  an  SP  has  been  audited  against  the  most  rigorous 
specifications  in  the  industry,  and  that  the  provider's  practices  meet  the  industry 
standard  for  reliability.  And  since  they're  handling  the  care  and  feeding  of  your  network, 
you're  now  free  to  turn  your  attention  toward  running  your  business.  The  SunTone 
seal  means  a  service  provider  is  totally  committed  to  giving  you  the  uptime  your 
business  demands.  When  you  look  for  a  service  provider,  look  for  the  seal. 

sun.com/suntone 
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offers  community,  content,  commerce  and  entertainment  to 
Generation  Y,  NewRoads  services  allow  them  to  focus  on 
growth  without  becoming  overwhelmed  by  business  process 
infrastructure.  NewRoads  manages  all  aspects  of  e-operations 
for  Alloy  Online's  multimedia  marketing  channels,  including 
receipt  of  orders  via  the  Web  and  dedicated  interactive  call 
center,  order  management  and  tracking,  packing,  Shipping, 
online  customer  service  and  e-CRM,  as  well  as  returns  and 
exchange  management. 

"Rather  than  doing  everything  our 
selves,  our  model  supports  out- 
sourcing functions  to  best-in-class 
partners  like  NewRoads,"  says 
Sam  Gradess,  chief  financial  officer 
of  Alloy  Online.  "That  enables  us  to 
leverage  their  intellectual  capital, 
physical  assets  and  technology 
investments  while  we  focus  our 
resources  and  attention  on  mar- 
keting and  merchandising." 

Allstar  Marketing  Group,  a  leading 
mail  order  merchandise  marketer, 
also  chose  NewRoads  as  a  BPO 
partner  after  an  extensive  review  to  iden- 
tify a  provider  that  could  meet  its  core 
service  requirements  as  well 
as  offer  added-value  solutions. 
Allstar  Marketing  Group  will 
rely  on  NewRoads'  proven 
track  record  for  high-volume 

inbound  and  outbound  processing  and  its  nationwide  network   very  rapidly  —  from  about  $900  million  in  1993  to  $2.5  billion 


encompass  the  entire  multichannel  commerce  model.  Tha 
what  NewRoads  delivers." 

ADP:  Enabling  BorgWarner  to  Drive  Its  Automotive  Busine: 

BorgWarner  Inc.  knows  well  the  value  of  focusing  on  its  cc 
business.  Since  1928,  its  name  has  been  synonymous  with  p 
neering  automotive  innovation.  Yet,  like  many  other  compani 
in  the  go-go  '70s,  it  diversified  into  many  different  business^ 
The  company  went  through  a  leveraged  buyout  (LBO)  in  19E 
sold  its  non-automotive  businesses  over  the  next  few  yes 
and  went  public  again  in  1993.  Since  then,  BorgWarner  h 
become  the  powerhouse  of  powertrains,  a  global  Tier  I  sl. 
plier  of  highly  engineered  systems  and  components,  for  or 
inal  equipment  manufacturers  (OEMs)  of  passenger  ca 
sport  utility  vehicles  and  trucks. 
"One  of  the  big  changes  that  took  place  after  the  LBO  w 
that  we  no  longer  had  a  large  corporate  staff  to  coordin? 
payroll  and  human  resource  information  system  (HR 
reporting,"  says  Jack  Kennedy,  Director  of  Compen: 
tion  at  BorgWarner.  "Each  of  our  operating  units  h 
their  own  payroll  and  HR  processes  —  some  die 
in-house,  others  outsourced.  Over  time,  there  was  lit 
in  the  way  of  standard  processes,  and  that  resulted 
very  complex  data  access  and  reporting." 

Meanwhile,  the  company  found  itself  grow 


"What  we  are  seeing  is  the  evolution  of  the  old  supply  ar 
demand  chains  into  new  one-to-one  commerce  chains." 
—  Michael  Shelton,  Senior  VP  of  Sales  &  Marketing,  NewRoads 


of  facilities  to  maximize  receiving  and  distribution,  as  well  as 
NewRoads'  relationships  with  inbound  freight  and  outbound 
shipping  carriers  to  increase  efficiencies.  NewRoads  has  2  mil- 
lion square  feet  of  space  in  14  distribution  centers,  1,500  cus- 
tomer service  seats  in  five  call  centers,  120  technology  spe- 
cialists in  five  data  centers  and  3,500  employees  in  21  facilities 
located  in  eight  states. 

"Companies  are  seeking  outsourcing  partners  that  can  pro- 
vide a  more  encompassing  customer  management  process 
that  delivers  on  a  variety  of  areas,"  says  Shelton.  "They  want 
to  work  with  companies  that  can  help  them  enhance  their 
brand  image,  optimize  their  operations  infrastructure,  deliver 
shareholder  value  and,  increasingly,  help  them  realize  the  life- 
time value  of  the  end  user.  Clearly,  that's  a  lot  more  than  fulfill- 
ment. It  requires  an  outsourcer  that  combines  a  best  practice 
with  a  sophisticated  IT  backbone  and  has  capabilities  that 


2001.  For  Kennedy,  who  joined  BorgWarner  in  1994,  the  ne 
to  begin  standardizing  the  HR,  payroll  and  benefits  process 
was  clear. 

"Payroll  is  a  ven/  complex  area  for  a  variety  of  reasons,  sl 
as  changes  in  taxes  and  changing  human  resources  arranc 
ments,"  says  Kennedy.  "To  do  it  well  and  to  do  it  accurate 
you  need  not  only  a  high  level  of  expertise  but  you  also  nee' 
sophisticated  and  responsive  system.  To  build  such  a  syste 
in-house  is  very  expensive  and  requires  a  major  effort  to  ma 
tain.  We're  an  automotive  engineering  company;  we  need 
focus  on  our  strength  in  engineering  and  outsource  for  payi 
and  HRIS  expertise." 

For  the  needed  expertise,  BorgWarner  turned  to  ADP,  the  o 
inal  outsourcer  and  one  of  the  largest  independent  computing  : 
vices  firms  in  the  world,  and  also  the  number-one  HR  serv 
provider  (IDC,  October  2001).  ADP's  traditional  and  Internet-bas 


NUMBER  OF  PEOPLE 
YOUR  NETWORK 


NUMBER  OF  PEOPLE 
ON  YOUR  BACK 


RETURN     ON  COMMUNICATIONS 


Fact:  The  sales  department  has  different  needs  than 
HR.  Or  manufacturing.  Or  customer  service.  And  they 
ail  need  to  be  on  your  network.  But  it's  not  enough  to 
build  a  network  just  to  run  everyone's  apps.You  need 
Dne  that'll  do  so  without  causing  you  massive 
headaches.  And  that  will  return  your  investment. 
Short  and  long  term. 


That's  where  AT&T  comes  in.  We  know  complex 
networks.  We  know  reliability.  And  we  know  results. 
Proof?  For  Steelcase,  we  put  30  factories  and  16,000 
employees  on  a  single  North  American  network,  speeding 
up  customer  service  and  saving  hundreds  of  thousands 
of  dollars  a  year 

Want  similar  returns?  AT&T  can  help  you  get  them. 


Call  AT&T  toll  free  at  I  866  745-2672  or  visit  us  at  www.attbusiness.com/return 


AT&T 
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integrated  HR,  payroll  and  benefits  adnninistration  outsourcing 
solutions  help  over  455,000  employers  worldwide  to  staff, 
manage,  pay  and  retain  their  employees.  Among  its  employer  ser- 
vices solutions,  ADP  pays  more  than  30  million  people  worldwide 
each  payday  and  issues  over  43  million  year-end  tax  statements 
in  North  America. 

"We  chose  to  standardize  with  ADP  for  a  number  of  rea- 
sons," Kennedy  says.  "Several  of  our  units  were  already  using 
ADP  with  good  results.  I  had  also  worked  with  them  success- 
fully at  my  previous  job.  And  when  Rick  Larson,  our  ADP 
account  manager,  first  called  on  me,  we  immediately  developed 
a  close  working  relationship.  I  was  very  impressed  with  his  abil- 
ity to  look  at  the  big  picture  and  see  ways  that  BorgWarner  could 
make  our  payroll  and  HRIS  services  better.  ADP's  expertise  and 
constantly  updated  systems  give  us  the  ability  to  provide  world- 
class  payroll  and  HRIS 
in  a  way  that  is  more 
cost-effective  than  we 
could  do  ourselves." 

While  about  60% 
of  sales  come  from 
Employer  Services,  ADP  also  provides  securities  transaction 
processing  to  brokerage  firms,  inventory  and  other  computing 
and  data  services  to  auto  and  truck  dealers,  and  accounting  and 
auto  collision  estimates  to  insurers. 

Precision  Response  Corporation: 

Helping  Orbitz  Cope  With  the  September  1 1  Crisis 

The  terrorist  attacks  against  New  York  City's  World  Trade  Center 
and  the  Pentagon  left  thousands  of  air  travelers  stranded  by  the 
immediate  shutdown  of  the  U  S.  aviation  system.  For  Orbitz, 
the  travel  Web  site  backed  by  the  major  airlines,  the  challenge 
was  to  quickly  provide  its  now-grounded  customers  with  vital 
travel  information. 

Just  14  minutes  after  the  FAA  shut  down  all  air  traffic  in  the 
U.S.  at  1 0:06  a.m.  ET  on  September  1 1 ,  Orbitz  posted  news  of 
the  action  on  its  home  page.  The  company  also  began  con- 
tacting thousands  of  customers  who  were  scheduled  to  travel 
that  day  to  inform  them  about  the  nationwide  airport  closings 
due  to  the  tragedies. 

"Our  priman/  concern  v^as  to  do  everything  possible  to  help 
customers  in  adjusting  their  travel  plans,"  says  Jeff  Katz,  pres- 
ident and  chief  executive  officer  of  Chicago-based  Orbitz.  "We 
felt  that  Orbitz  could  best  serve  customers  by  gathering  the 
most  up-to-date  information  and  quickly  posting  it  on  our  site 
to  keep  travelers  abreast  of  the  rapid  changes  taking  place  in 
the  travel  environment." 


To  handle  a  heavy  call  volume,  Orbitz  increased  staffing  at 
call  centers  and  kept  customers  informed  of  call  waiting  tin^ 
by  posting  them  on  its  site.  Orbitz's  backstage  partner  in  t 
massive  effort  was  Precision  Response  Corporation  (PRC 
division  of  USA  Networks,  Inc.'s  Interactive  Group.  PRC  p 
vides  a  fully  integrated  mix  of  traditional  call  center  and  e-cc 
merce  technologies  and  services  to  better  support  e-comme 
and  customer  relationship  management. 

On  behalf  of  Orbitz,  PRC  cyber-reps  answered  thousands 
calls  to  address  travelers'  concerns  and  reschedule  travel  pla 
The  cyber-reps  at  Orbitz.com  handled  inquiries  with  the  lat 
updated  information. 

"Outstanding  customer  service  is  the  key  to  success  in  ■ 
online  travel  business,"  says  Roland  Jacobs,  chief  market 
officer  at  Orbitz.  "That's  especially  true  when  things  go  wro 


Because  of  PRC's  flexibility  and  well-trained  people,  we  w< 
able  to  immediately  increase  the  number  of  cyber-reps 
respond  to  our  customers'  calls.  PRC  helped  us  maintain  i 
service  levels  under  the  most  extraordinarily  difficult  conditic 
imaginable." 

PRC  has  developed  a  unique,  proprietary  technology 
manage  call  processing  and  has  more  than  12,000  employe 
handling  millions  of  calls  each  year  on  behalf  of  clients.  A  leai 
in  integrated  customer  care  for  20  years,  PRC  provides  te 
services,  database  management,  eCare  and  fulfillment  servic 
to  large  corporations  and  high-growth,  Internet-focused  cc 
panies,  including  American  Express,  AT&T,  British  Airways  £ 
DIRECTV.  PRC  offers  live  customer  service,  sales  support,  te 
nical  support  and  customer-retention  programs,  including  e-n 
response,  "click-to-talk,"  "click-to-chat,"  e-commerce  ser\ 
ing  and  fulfillment,  and  other  Internet-based  customer  inter 
tion  services. 

"Our  mission  is  to  provide  world-class  contact  center  sc 
tions  that  meet  the  highest  standards  of  customer  servict 
says  Wes  O'Brien,  president  and  chief  operating  officer  of  PF 
"Thankfully,  not  all  challenges  will  be  as  difficult  as  Septeml 
1 1 ,  but  our  commitment  is  to  be  ready  to  help  our  customi 
meet  any  contingency.  That  commitment  has  allowed  us 
become  number  two  among  all  inbound  teleservices  agenc 
nationwide  and  earn  a  reputation  for  outstanding  performar 
in  our  industry." 


"Thankfully,  not  all  challenges  will  be  as  difficult  as  September  11, 
our  commitment  is  to  be  ready  to  help  our  customers  meet  any  continge 
—  Wes  O'Brien,  President  &  COO,  Precision  Response  Corporation 
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Staffing  plan  for 
new  plant  opening 


Resignation  letter  from 
Vice  President  of  Sales 


Requisition  for  new 
call  center  staff 


Increased  employee:  /; 
turnover  report 


1 ST  Quarter  downsizing  proposal 


THiNK  OUT  OF  THE  BOX.  We'LL  TAKE  C 

e  line  between  red  and  black  is  thinly  drawn  in  today's  ecohc 
siness  and  still  have  time  to  focus  on  what  you  do  best?  An 
?d?-  Fortunately,  there  is  a  company  that  will  work  witi 
;tomized  solutions  for  your  business.  Whether  you  need  fl 
tsourcing.  One  person  or  thousands.  Who  is  this  company?  I 
their  recruitment  and  outsourcing  needs.  For  more  infor 


Sphcrion  Pacifir  Enterprises  lie  AII,Rights  Reserved 


Focus  on  what  you  do  best. 

Get  the  most  value  from  the  rest. 

Separate  yourself  from  the  competition  with  outsourcing  -  a  proven  strategy  to  focus  attention 
and  resources  on  making  your  company  an  industry  leader.  Everest  Group  has  successfully  advised 
companies  around  the  world  for  10  years  and  has  handled  more  deals  in  the  Business  Process 
Outsourcing  space  than  any  other  outsourcing  advisory  firm. 

At  Everest,  we'll  help  you  navigate  the  outsourcing  process  and  steer  clear  of  risks.  Our  consultants 
possess  the  know-how  and  techniques  to  ensure  a  high-quality,  successful  relationship,  and 
our  proven  methodology  reduces  transaction  cycle  time  and  maximizes  value. 


EVEREST- 

STRATEGIC  SOLUTION  ADVISORS' 


Call  US  at:  972-980-0013 
or  see  us  at:  www.everestgrp.com 


BY  JOHN  RiCCITIELLQ 
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AST  WEEK  I  INVITED  a  neighbor 
>ver  to  the  house,  locked  him  in  a  closet, 
ind  set  the  place  on  fire.  My  kids  have 
)een  missing  school.  For  punishment, 
've  quit  feeding  them.  My  wife  is  a  pick- 
)ocket,  and  my  brother  has  a  habit  of 
oiling  himself  when  there's  not  a  bath- 
oom  nearby.  Oh  yeah,  right  now  I'm  in 
he  hot  tub,  naked,  with  his  girlfriend. 
I  live  in  Silicon  Valley. 
But  before  my  neighbors  and  my 
vife  call  their  respective  lawyers,  I 
hould  point  out  that  the  situation  I'm 
lescribing  is  a  slice  of  virtual  life  from 
he  world's  No.  1  PC  game,  The  Sims, 
)y  virtuoso  designer  Will  Wright. 

Right  now,  on  a  screen  near  you, 
'ideo  games  are  transforming  the  enter- 
ainment  industry.  In  the  process,  they 
ire  changing  the  way  today's  (and  tomor- 
ow's)  generations  spend  their  time  and 
ee  the  world.  Just  as  radio  added  a  voice 
o  the  printed  page  and  television  used 
)ictures  to  enhance  stories  told  on  radio, 
'ideo  games  go  a  step  further  and  allow 
People  to  participate  in  the  story. 


AS  OUR  GAMES  ASCEND, 
SO  DO  THE  POSSIBILITIES 


Consider  the  way  plot  and  storyline 
come  together.  In  books,  radio,  television, 
or  film,  writers  draft  a  linear  script  for 
telling  the  audience  what  happens.  For 
video  games,  writers  script  the  progres- 
sion of  possibilities  that  occur  when  the 
audience  participates: 

Film:  Boy  meets  girl  >  Girl 
loves  boy  >  Audience  cries. 

Game:  Boy  meets  girl  >  Audi- 
ence decides  >  Girl  loves  boy,  or 
girl  rejects  boy,  or  girl  stuns  boy 
into  submission  with  giant  laser 
and  rules  the  universe. 
The  result  of  this  technological 
advance:  Video  game  revenues  are 
approaching  those  of  motion  picture  box 
offices.  They  didn't  get  there  by  simply 
offering  Space  Invaders  to  11-year-old 
boys.  Audiences — young  and  old,  male 
and  female — are  turning  to  video  games 
for  something  they  can't  get  from  TV, 
movies,  or  theater:  You  can  build  a  city, 
fall  in  love,  raise  a  family. 

The  aspect  of  video  games  that  truly 
fascinates  me  is  the  idea  that  because  of 


them,  meaningful,  long-term  relation- 
ships between  people  and  groups  of 
people  are  now  being  formed  and 
dissolved  every  day.  In  1997  the  Origin 
Systems  studio  in  Texas  released  a  medi- 
eval fantasy  game  called  Ultima  Online. 
The  software  provides  the  usual  assort- 
ment of  knights  and  dragons,  maidens 
and  wizards.  But  Ultima  Online  offers 
something  more:  Players  go  online  with 
tens  of  thousands  of  others  and  begin 
to  trade,  have  real  relationships  with 
other  players,  farm,  hunt,  kill,  and 
be  killed.  The  rules  of  the  game  are 
set  more  by  the  community  than  by 
the  game's  creators.  By  solving  puzzles, 
collecting  possessions,  and  relying  on 
the  kindness  of  strangers,  players  feed, 
clothe,  and  shelter  themselves.  Over 
time,  players  make  friends,  build  perma- 
nent houses,  and  even  have  what  passes 
for  cybersex.  The  line  between  fantasy 
and  reality  blurs  when  players  arrange 
to  meet  in  the  physical  world  and  end 
up  marrying  each  other — in  a  real 
church.  Really. 

One  subscriber  to  Ultima  Online  is  a 
U.S.  soldier  stationed  in  Germany.  His 
wife  and  son  in  Texas  are  also  players. 
Every  Friday  at  the  same  time  they  meet 
online  in  the  game,  for  dinner.  Three 
characters — husband,  wife,  and  son — 
meet  in  their  castle,  sit  at  a  table  set 
with  food  that  the  mother  has  prepared 
in  her  kitchen.  They  eat,  tell  jokes,  and 
discuss  school,  work,  and  the  impor- 
tance of  being  a  close  family. 

Each  time  a  PlayStation  2  or  Ninten- 
do GameCube  makes  its  way  atop  another 
television,  or  another  family  subscribes 
to  an  online  game  service,  what  passes  for 
entertainment  today — our  movies  and 
our  stars,  the  Steven  Spielbergs  and  Meg 
Ryans — fades  just  a  bit,  and  we  edge  just 
a  bit  forward  from  our  position  as  couch 
potatoes  into  couch  possibilities. 

I'm  convinced  that  the  future  of  enter- 
tainment places  us  squarely  in  the  middle 
of  the  action,  just  as  much  a  part  of  the 
story  as  our  children  are  today  when 
they  strap  on  a  holster  and  play  cops  and 
robbers  or  pick  up  that  Barbie  and  ask  us 
to  be  Ken.  We'll  use  our  imagination 
again,  just  as  we  did  a  long  time  ago. 
And  it  will  feel  really  good.  ■ 

John  Riccitiello  is  president  of  Elec- 
tronic Arts,  the  largest  video  game  soft- 
ware maker  in  the  world. 
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BY  NiCK  LYONS 


The  Sweetest  Welt 

A  LOVE  LETTER  TO  THE  WRITTEN  WORD 


A 

■  ■fter  a  youth  misspent  fishing  and  playing  basket- 
ball, I  found  reading.  It  happened  this  way.  I  was  in  the  army 
at  Fort  Knox,  alone,  weary  with  the  repetition  of  checking 
each  day's  morning  reports  from  all  the  companies  in  our 
division,  still  shy  in  my  uniform,  and  socked  silly  by  the 
oppressive  heat.  I  had  a  degree  in  economics  from  the  Whar- 
ton School,  but  that  didn't  mean  I'd  read  anything  worth- 
while. I  had  with  cunning  (and  the  help  of  crib  notes  and 
bluffing)  avoided  reading  anything  I  was  not  assigned  in 
school,  and  now  I  felt  dumb  as  a  slug.  At  a  rummage  sale  that 
morning,  almost  as  an  afterthought,  I  bought  for  a  quarter  a 
ratty  copy  of  The  Portable  Hemingway,  edited  by  Malcolm 
Cowley;  it  had  a  bendable  red  cloth  cover  and  fit  precisely 
into  the  top  pocket  of  my  olive  drab  field  jacket,  which  may 
have  been  why  I  chose  it.  I  was  23  and  had  only  vaguely 
heard  of  Hemingway. 

It  was  a  sweltering  June  afternoon,  a  true  steam  bath  of  a 
Kentucky  day,  and  I  sat  on  the  ground  in  the  shade  of  a  great 
live  oak,  sweating,  and  opened  my  book  at  random.  I  didn't 
know  what  that  man  and  woman  at  the  train  station  in  Spain, 
in  "Hills  Like  White  Elephants,"  were  talking  about,  so  I 
flipped  the  pages  until  I  came  to  the  word  river  in  one  of  the 
titles.  I  knew  a  lot  about  rivers,  so  I  started  to  read  this  story 
about  a  young  man  named  Nick  who  gets  off  the  train,  alone, 
in  the  burned-out  town  of  Seney,  to  start  a  fishing  and  back- 
packing trip.  I  stood  on  the  bridge  with  Nick  and  watched  the 
great  river  swirl  against  the  log  spiles,  and  saw  the  trout,  facing 
upstream — as  I  knew  trout  did — holding  themselves  steady  in 
the  fast  water.  I  was  Nick  Lyons,  and  I  was  Nick  in  the  story. 
I  had  looked  down  from  such  a  bridge  a  thousand  times,  and 
I  understood  such  water  and  had  caught  such  trout;  and  I  had 
held  the  fragments  of  my  life  together,  like  the  other  Nick,  by 
returning  to  rivers.  I  had  not  known  that  writing  about  trout 
fishing,  about  hooks  and  lines  and  grasshoppers,  could  be  so 
visceral,  so  real.  And  I  was  stunned  by  the  simple  revelation 
that  this  was  what  reading  could  do — suggest  so  much  more 
than  it  said,  haul  me  into  its  world  and  wake  every  part  of  me 
so  that  I  did  not  feel,  until  later,  the  pain  on  my  shin. 

I  finished  the  story  and  promptly  read  it  again.  Then  I  read 
it  a  third  time,  very,  very  slowly.  When  I  finally  put  down  the 
book  and  looked  around  me  as  though  I  had  just  returned 
from  another  country,  I  felt  the  pain.  The  strip  of  flesh  between 
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my  pants  cuff  and  sock  was  bright  crimson,  blistered  from  th 
sun,  which  must  have  shifted.  I  had  been  so  absorbed  I  fel 
nothing.  Now,  back  at  Fort  Knox,  my  lower  leg  felt  as  thougl 
someone  had  sawed  at  it  with  a  rasp. 

That  event  changed  my  life.  Gradually,  in  Kentucky  an< 
then  France,  I  read  through  that  little  red  book  several  time 
and  determined  never  to  leave  a  story  until  I  understood  it 
never  to  depend  upon  my  having  shared  the  experience  i 
depicted  because  the  story  always  brought  me  something  nev^ 
Then  I  went  on  to  Steinbeck,  Mailer,  Shaw... and  then  dozen 
of  others,  randomly  at  first,  then  all  of  an  author  when 
found  one,  like  Kafka,  whom  I  had  to  know  completely.  Thi 
was  serious  stuff.  I  was  positively  starved  for  whatever  it  wa 
that  could  be  found  in  books,  though  I  scarcely  knew  wha] 
that  was;  I  only  saw  that  I  now  had  to  read  and  had  to  "ge 
the  news"  that  was  found  in  books.  Out  of  the  army,  I  move< 
into  an  8-by- 10-foot  snot-green  room  in  Greenwich  Villag' 
and  filled  it  with  books.  I  devoured  them. 

I  lived  like  a  pauper  on  the  little  money  I  had  saved  am 
often  read  for  14  hours  with  barely  a  pause.  Friends  from  thi 
Wharton  School  thought  I'd  gone  mad:  "You're  reading  Jan, 
Austen?'"  Sometimes  I  read  two  or  three  books  a  day,  and  th> 
more  I  read,  the  more  I  realized  I  still  had  to  read.  Books  lec 
to  other  books  by  the  same  author;  authors  mentioned  othe 
authors.  When  authors  haunted  me,  I  read  their  memoirs  anc 

I  lived  like  a  pauper 
and  often  read  for  14  hours 
with  barely  a  pause. 


biographies;  these  mentioned  influences,  suggested  compar 
isons,  and  I  read  those,  too.  When  I  needed  context,  I  read  his 
tory  and  philosophy.  My  reading  tore  me  away  from  all  m\ 
old  moorings,  blasted  me  with  strange  truths,  made  me  laugl 
and  cry  and  begin  to  understand,  spoke  to  me  in  language: 
charged  with  meaning,  showed  me  the  half-baked,  boorish 
monochromatic  young  man  I  had  allowed  myself  to  become 
gave  me  the  freedom  to  soar  far  from  the  prisons  of  m) 
Brooklyn  childhood  to  worlds  I  never  knew  existed,  that  ir 
my  imagination  (unlike  movies)  I  had  helped  to  create.  How 
had  I  lived  without  them?  How  could  I  go  on  without  an  evei 
deeper  connection  to  books?  They  had  become  my  life,  and 
wanted  them  to  be  a  permanent  part  of  this  new  life. 

So  I  went  back  to  school.  Eventually  I  earned  a  doctoratt 


mi: 


in  English  literature,  which  led  to  a  college  teaching  career, 
then  a  career  in  book  publishing,  and  along  the  way  to  a  lot 
af  writing  of  my  own.  As  I  learned  to  read  more  systemati- 
:ally,  learned  what  not  to  read  and  the  whys  of  admiration, 
my  reading  became  more  focused,  more  selective,  wiser,  but 
never  less  intense  than  it  had  been  in  those  first  years,  when  I 
was  trying  to  stuff  the  entire  world  of  words  between  my 
;ars.  What  had  been  compulsion  and  raw  hunger  became 
unalloyed  pleasure — and  it  has  been  just  that  for  the  past  45 
years.  I  have  grown  to  inhabit  the  lives  of  Hamlet,  Tess,  Fal- 
5taff,  Crazy  Jane,  Jake  Barnes,  Heathcliff,  poor  Southerners, 
aging  aristocrats,  blind  Dubliners,  the  irrepressible  Gulley 
[imson  and  unmoving  Oblomov,  and  a  thousand  others.  I 
became  not  only  such  innocents  as  Huck  and  Holden  but  also 
Isabel  Archer  and  Benjy  and  Catherine  Earnshaw  crying  out 
that  it  was  impractical  to  speak  of  her  separation  from  Heath- 
:liff — "I  am  Heathcliff." 

I  know  some  of  these  people  as  well  as  I  know  my  best 
friends;  they  are  my  best  friends  and  go  everywhere  with  me, 
:langing  against  each  other,  pleading  with  me  to  become  full 
enough  to  accommodate  them  all.  And  beyond  these  people  I 
have  found  the  words  that  stretch  back  from  now  to  a  thou- 
sand thens,  full  of  the  texture  of  civilization  and  its  theories 
and  its  revelations  and  its  fallings-off  and  its  hopes. 

Lately  I've  looked  carefully  at  the  source  of  the  joy  I've 
taken  from  reading,  the  unique  experience  it  provides.  I  don't 


really  want  to  lose  myself  in  a  book  until  the  sun  burns 
another  welt  on  my  skin,  but  I  do  want  to  find  two  things: 
some  kind  of  knowledge  about  the  world,  and  some  kind  of 
knowledge  about  me.  This  is  the  furthest  thing  from  killing 
time.  It  seems  to  happen  this  way:  a  phrase,  an  image,  a  char- 
acter, a  turn  of  plot,  stuns  me  with  what  it  reveals  about  the 
world  and  then  stuns  me  again  into  an  awareness  of  how  I 
might  feel  or  act,  or  shows  me  some  new  part  of  myself.  I  may 
feel  close  at  times  to  Joseph  K.  or  Nick  Adams,  but  I  am  led 
by  the  great  writers  into  the  lives  of  Anna  Karenina  in  her 
ineluctable  path  to  those  railroad  tracks  and  Emma  Wood- 
house  becoming  herself  so  she  can  find  Mr.  Knightly,  led  to 
that  place  in  me,  in  all  of  us,  where  disparate  lives  overlap.  So, 
too,  the  world — in  all  its  comedy,  terror,  wonder,  compulsion, 
mystery,  variety,  and  joy — comes  to  that  place:  the  pluralities 
of  it,  its  colors  and  forms  and  patterns.  And  this  world  and 
these  people  may  come  in  at  the  eye  but  must  be  re-created  in 
the  brain,  where  they  test,  tear,  alarm,  warn,  delight,  amaze, 
amuse,  and  stretch  us.  How  deeply  grateful  I  am  for  such  com- 
panions, who,  like  the  best  of  friends,  have  not  been  toadies 
but  great  challengers,  who  have  given  me  what  I  could  never 
reap  from  any  other  field.  ■ 


Nick  Lyons'  21st  book.  Full  Creel,  was  recently  published  by 
Atlantic  Monthly  Press.  He  has  been  an  English  professor  and 
book  publisher. 
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BY  SARAH  VQWELL 


Swish 


THE  BALL  GOES  INBOUNDS  TO  VOWELL... 

SHE  TURNS. ..SHE  SETS... SHE  SHOOTS 


LONG  WITH  VOTING,  jury  duty,  and  paying  taxes,  goofing 
off  is  one  of  the  central  obligations  of  American  citizenship.  So 
when  my  friends  Joel  and  Stephen  and  I  play  hooky  from  our 
jobs  in  the  middle  of  the  afternoon  to  play  Pop-A-Shot  in  a 
roomful  of  children,  we  are  not  procrastinators;  we  are  patriots. 

Pop-A-Shot  is  not  a  video  game.  It  involves  shooting  real, 
if  miniature,  basketballs  for  40  seconds.  It's  embarrassing  how 
giddy  the  three  of  us  get  when  it's  our  turn  to  put  money  in 
the  machine.  Often  we  have  to  stand  behind  some  6-year-old 
girl  who  bogarts  the  game  and  whose  father  keeps  paying  for 
it  even  though  the  kid  only  makes  about  four  points  if  she's 
lucky,  and  we  are  forced  to  glare  at  the  back  of  her  pigtailed 
head,  waiting  just  long  enough  to  start  questioning  our  adult- 
hood and  how,  by  the  time  our  parents  were  our  age,  they 
were  beholden  to  mortgages  and  PTA  meetings  and  here  we 
are,  stuck  in  an  episode  of  Friends. 

When  it's  my  turn,  a  wave  of  balls  slides  toward  me  and  I 
make  my  first  basket.  I'm  good  at  this.  I'm  not  great.  The 
machine  I  usually  play  on  has  a  high  score  of  72,  and  my  best 
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score  is  56.  But  considering  that  I  am  5-foot-4,  that  I  used  to  gel 
Cs  in  gym,  and  that  I  campaigned  for  Michael  Dukakis,  the  fact 
that  I  am  capable  of  scoring  56  points  in  40  seconds  is  a  source 
of  no  small  amount  of  pride.  Plus,  even  though  they  won't 
admit  it,  it  really  bugs  Joel  and  Steve  to  get  topped  by  a  girl. 

There  are  two  reasons  I  can  shoot  a  basketball:  black-eyed 
peas  and  Uncle  Hoy.  I  was  a  forward  on  my  elementary  school 
team.  This  was  in  Oklahoma,  back  when  girls  played  half-court 
basketball,  which  meant  I  never  crossed  over  to  the  other  team's 
side  of  the  court  to  play  defense,  which  meant  all  I  ever  had  to 
do  was  shoot — a  bonus  considering  that  I  cannot  run,  pass,  or 
dribble.  I  shot  baskets  in  the  backyard  every  night  after  dinner. 
We  lived  out  in  the  country,  and  my  backboard  was  nailed  to  an 
oak  tree  that  grew  on  top  of  a  hill.  If  I  missed  a  shot,  the  ball 
would  roll  downhill  into  the  drainage  ditch  for  the  kitchen  sink, 
a  muddy  rivulet  flecked  with  corn  and  black-eyed  peas.  So  if 
the  ball  bounced  willy-nilly  off  the  rim,  I  had  to  run  after  it, 
retrieving  it  from  the  gross  black-eyed-pea  mud,  then  hosing  it 
off.  So  I  learned  not  to  miss. 

My  mother's  brother.  Hoy,  coached  girls'  basketball.  Once 
he  saw  I  had  a  knack  for  shooting,  he  used  to  drill  me  on  free 
throws,  standing  under  the  hoop  at  my  grandmother's  house, 
where  he  learned  to  play.  And  Hoy,  who  was  also  a  math  tea 
cher — he  had  gone  to  college  on  a  dual  math/basketball  schol 
arship — revered  the  geometrical  arc  of  the  swish.  Hoy  hated 
the  backboard,  and  he  thought  players  who  used  it  to  make 
anything  other  than  layups  lacked  elegance.  And  so,  if  I  made  a 
free  throw  that  bounced  off  the  backboard  before  gliding 
through  the  basket,  he'd  yell,  "Doesn't  count."  Sometimes,, 
trash-talking  at  Pop-A-Shot,  I  bark  at  Joel  and  Stephen  when 
they  score  their  messy  bank  shots.  "Doesn't  count!" 

I  lived  in  Chicago  during  the  heyday  of  the  Bulls,  and  I  have 
noticed  that  in,  as  I  like  to  call  it,  "moving-around  basketball," 

players  spend  the  whole  game 
trying  to  shoot.  There's  all  that 
wasted  running  and  throwing 
and  falling  down  on  cameramen 
between  baskets.  But  Pop-A-Shot 
is  basketball  concentrate.  I've 
made  56  points  in  40  seconds. 

Michael  Jordan  never  did 
that.  When  Michael  Jordan 
scored  even  40  points  in  a  game, 
it  was  the  lead  story  in  the  news. 
It  takes  a  couple  of  hours  to 
play  a  moving-around  basket- 
ball game.  Pop-A-Shot  distills 
this  to  less  than  a  minute.  It  is 
the  crack  cocaine  of  basketball. 
I  can  make  28  baskets  at  a  rate 
of  less  than  two  seconds  per. 

Joel,  an  excellent  shot,  also 
appreciates  this  about  Pop-A- 
Shot.  He  likes  the  way  it  feels, 
but  he's  embarrassed  by  how  it 
sounds  stupid  when  he  describes 
it  to  other  people.  (He  spent  part 
of  last  year  working  in  Canada, 
and  I  think  it  rubbed  off  on  him. 
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We're  a  family  compa'ny  owned 
and   managed   by   the  direct 
descendents   of  our  great, 
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stock.  If  you  want  a  piece 
o  f   us  ,    try    our    18- Year 
Ancient  Reserve  - a  smooth 
marriage  of  traditional  oak  jMi 
and  Oloroso  Sherry-matured   '  !■ 
w  h  i  s  k  y,  featuring   sherry  ^ 
sweetness,  rich  oakiness 
and  ncktes  of  honey. 
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Second  Sight 

SEEN  THROUGH  A  RELIC,  A  HAUNTING  NEW  VISION 


BOUGHT  IT  ON  eBay  as  a  lark,  in  the  days  when  we  all 
felt  rich  enough  to  do  such  flippant  things.  I  don't  even 
remember  my  winning  bid,  which  says  something  as  well. 

It  came  in  a  3-foot-square  cardboard  box,  which  I  opened 
on  the  driveway  to  minimize  the  mess,  as  workmen  behind  me 
sanded  and  hammered  away  while  restoring  my  house.  It  was 
wrapped  in  a  black  foam  sheet  encased  in  wadded  pages  of  the 
Connecticut  Post.  One  headline  read:  "Gates  Tells  Congress  to 
Trust  High  Tech." 

I  knew  what  I'd  find  when  I  pulled  away  the  sheet:  a 
Norden  bombsight.  But  I  was  still  taken  aback  by  its  presence. 

It  was  black  as  anthracite,  with  dust  in  every  corner  and 
curve.  The  dust  of  an  English  runway,  perhaps?  Or  sand  from 
North  Africa?  Or  just  the  cobwebs  of  the  garage  in  which  it 
had  sat  for  the  past  half  century. 

It  seemed  less  menacing  than  coldly  malign,  in  the  way 
only  a  relic  weapon  could.  Twenty  pounds,  not  much  bigger 
than  a  football,  with  a  cylinder  at  one  end,  a  sphere  at  the 
other.  It  was  seeded  with  knurled  knobs  and  toothed  gears 
and  dials.  From  one  side  hung  an  old  cloth-insulated  wire  ter- 
minating in  a  plug.  Underneath,  it  held  a  small  pane  of  glass 
the  size  of  a  cigarette  pack.  On  top,  a  second  pane  opened 
like  a  porthole  into  the  sphere.  And  at  the  center,  covered  with 
a  rotting  rubber  eye  protector,  was  a  lens. 

I  set  the  contraption  atop  the  recycling  bin  and  stepped  back 
to  regard  it.  On  that  bright  Northern  California  day,  my  prize 
seemed  like  a  dark  emissary  from  a  forgotten  time.  From  one 
angle  it  looked  like  a  clock  mechanism,  from  another  an  auto- 
mobile transmission,  from  yet  another  a  bomb. 

It  was,  in  fact,  all  three.  Mounted  in  the  nose  of  a  B-17 
bomber,  attached  with  gyroscopes  and  rotating  mirrors  and 
cables  to  the  airplane  around  it,  and  manipulated  by  a  deft 
bombardier,  the  Norden  was  the  most  dangerous  weapon  in 
the  world  in  the  early  years  of  World  War  II.  Once  it  was  set 
on  a  target  and  adjusted  for  airspeed  and  other  variables,  the 
Norden  literally  took  over  for  the  pilot,  flying  the  plane  on  a 
strict  approach  path  and  telling  the  bombardier  when  to  push 
the  button  to  release  the  ton  of  bombs  or  incendiaries  from 
their  racks  10  feet  behind  him. 

So  technologically  innovative  and  important  was  the 
Norden — neither  the  Germans  nor  the  Japanese  had  anything 
close  —  that  bombardiers  were  sworn  to  do  whatever  was 
necessary  to  keep  one  from  falling  into  enemy  hands.  If 


the  bomber  was  going  down,  they  were  to  pull  out  theii 
.45-caliber  automatic  and  shoot  it  or  pull  a  switch  thai 
ignited  an  explosive  mounted  inside  the  device.  Or,  if  all  else 
failed,  they  were  to  obey  orders  to  ride  the  plane  right  dowr 
into  oblivion  in  the  German  soil. 

My  father  sat  at  just  such  a  Norden  bombsight  on  a  rick 
ety  seat  in  the  Plexiglas  nose  of  the  "Badland  Bat,"  a  B-17  ir 
the  615th  Squadron  of  the  401st  Bomb  Group  of  the  8th  Air 
Force.  As  the  barrels  of  the  twin  .50-caliber  machine  gun^ 
overheated  from  his  futile  attempts  to  shoot  attacking  German 
fighters,  as  flak  burst  just  beyond  the  glass  and  dying  men  ir 
planes  around  him  screamed  into  his  headset,  and  as  his  heart 
pounded  and  his  hands  shook  from  the  fear  and  the  adrenaline, 
he  would  bow  his  head  as  though  in  prayer  and  bring  his  eye 
against  the  frozen  eyepiece.  Twisting  one  knob,  then  another, 
he  would  align  the  reticulated  crosshairs  on  the  target.  Then, 
so  freighted  with  helplessness  and  horror  that  the  passing 
seconds  seemed  like  days,  he  would  hit  the  switch  that  surren- 
dered control  of  his  life  and  those  of  the  seven  men  around 
him  to  that  little  black  machine. 

The  target  itself  had  been  identified  that  morning  at  a  pre- 
dawn briefing  in  a  Quonset  hut  thick  with  the  smell  of  cigarettes 
and  coffee.  The  target  always  had  a  name — Schweinfurt, 

It  seemed  less  menacing 
than  coldly  malign,  in  the  way 
only  a  relic  weapon  could. 

Cologne,  Berlin — and  a  title:  ball  bearing  factory,  pillboxes, 
industrial  district.  But  on  the  map  and  in  the  crosshairs,  it 
was  merely  an  image  of  a  bridge  or  a  crossroads,  or  the  shape 
of  a  building.  There  were  no  people  in  sight;  just  the  abstract 
shapes  of  targets  and  then  the  sudden  blooming  of  explosions 
as  the  Badland  Bat  left  a  swath  of  fire  across  miles  of  German 
farms,  villages,  and  towns. 

Thirty  times  over  Germany  and  France  between  January 
and  June  1944,  my  father  bowed  to  his  bombsight.  Looking 
back,  he  would  tell  me  that  for  all  the  terrors  of  being  fired 
on  by  antiaircraft  guns  afid  being  strafed  by  German  fighters 
as  his  bomber  flew  into  and  out  of  target  zones,  the  worst 
moments  were  always  those  seconds  when  he  handed  his  life 
over  to  the  Norden — the  long  moments  as  he  waited  for  it  to 
tell  him  to  rain  death  over  the  countryside. 

My  father  was  a  young  man  of  intelligence  and  imagina- 
tion, and  those  combat  experiences  made  him  brazen.  He 
sneaked  off  the  base  the  night  before  D  day  to  meet  a  girl  in  a 
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local  pub.  They  also  made  him  cold-hearted.  When  a  rookie 
crew  arrived  to  replace  his  hut  mates  who  had  died  in  an  ear- 
lier raid,  my  father  teased  them,  saying  they'd  taken  the 
doomed  side  of  the  shelter;  they  died  the  next  day  on  their 
very  first  mission.  But,  after  four  months  and  25  missions,  the 
experience  began  to  break  his  mind.  In  letters  home,  the 
cocky  young  man  who'd  circumvented  the  censors  by  disguis- 
ing his  number  of  raids  as  his  birthday  ("I  am  21  years  old 
today")  found  himself  toward  the  end  struggling  to  compose 
a  single  coherent  sentence  ("I  can't  seem  to  keep  my  mind  on 
one  thought  anymore."). 

Unlike  every  second  man  in  the  8th  Air  Force,  my  father 
made  it  home  alive  and  unhurt.  Five  years  later,  he  was 
back  overseas,  this  time  on  a  Pacific  island  and  with  a  new 
job  in  Air  Force  intelligence.  Through  another  lens — this  one 
shielding  his  eye  with  a  smoky  black  filter — he  watched 
purple  lightning  crackle  across  the  mushroom  clouds  rising 
from  Eniwetok  atoll. 

My  father  returned  to  Germany,  and  I  was  a  Cold  War  baby. 


born  in  Munich,  then  a  city  of  vacant  lots  scraped  smooth  of 
the  rubble  of  a  once  thriving  metropolis.  It  had  become  a  Norden 
world,  with  all  of  us  hurtling  forward  on  autopilot  over  a  men- 
acing landscape.  Only  a  few  people,  like  my  father  as  he  took 
the  .32-caliber  automatic  out  of  the  closet  and  headed  for  the 
Czech  border,  still  felt  they  had  some  control  of  their  fate. 

But  soon  he  lost  even  that.  At  the  end  of  the  decade  we 
came  home.  My  father  found  himself  closing  his  military 
career  in  Washington,  D.C.,  shuttling  back  and  forth  as 
liaison  officer  between  the  war  rooms  of  the  Pentagon  and  the 
White  House,  and  between  the  CIA  and  the  FBI.  It  was  a 
position  of  enormous  responsibility  but  little  control.  My 
father  began  to  sit  alone  at  lunch  in  the  garden  of  the  Hirsh- 
horn  Museum  to  calm  himself;  on  Friday  nights  he  would 
drink  to  fend  off  his  sense  of  the  inevitable. 

He  reached  his  nadir  in  October  1962.  On  duty  nights,  my 
mother  would  awaken  me  at  midnight,  and  we  would  drive 
from  Falls  Church,  Virginia,  into  D.C.,  me  in  pajamas  and 
wrapped  in  a  blanket  in  the  back  seat.  It  was  usually  so  lonely 
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and  dark  that  I  would  sleep  the  whole  way.  But  this  night  was 
unlike  any  other.  Every  light  in  every  building  on  Pennsylvania 
Avenue  and  along  the  Capitol  Mall  seemed  to  be  on.  Yet  the 
streets  were  eerily  empty. 

We  picked  up  my  father.  He  usually  drove  us  home,  but  on 
this  night  he  was  incapable  of  holding  the  steering  wheel.  His 
voice  had  a  tone  I'd  never  heard  before — a  tone  it  probably 
hadn't  taken  in  almost  20  years.  The  Cuban  Missile'  Crisis 
had  begun.  Until  we  arrived,  my  father  had  sat  alone,  in  the 
basement  of  the  Office  of  Special  Investigations  before  a  bank 
of  Teletype  code  machines,  reading  with  growing  horror  as 
they  spit  out  the  beginning  of  the  end  of  the  world.  The  ICBMs 
armed.  Strategic  Air  Command  at  fail-safe,  airborne  divisions 
kneeling  beside  runways.  He  had  known  as  much  as  anybody 
on  earth  about  what  was  unfolding,  but  he  could  do  nothing 

Driving  home,  I  could  see 
my  neighbors  putting  out  American 

flags  and  glancing  up 
nervously  at  any  sound  overhead. 

about  it.  The  bombsight  had  taken  over.  And  for  hours  he  sat 
helpless  at  ground  zero,  waiting  to  die,  knowing  his  family 
would  die  as  well. 

Suddenly,  it  was  over.  Everything  seemed  to  change. 
Although  it  was  still  a  Norden  world,  the  target  had  receded 
for  the  moment.  My  father  had  almost  been  a  victim.  A  heart 
attack  a  few  weeks  later  nearly  killed  him.  But  he  survived, 
retired  from  the  military  with  honor,  and  took  a  job  with 
NASA,  heading  west  with  his  family  to  California. 

We  arrived  in  Silicon  Valley  just  in  time  to  join  the  illusion. 
The  Valley  had  been  born  of  war  Military  contracts  had  built 
Hewlett-Packard  and  Varian;  the  nuclear  age  had  given  birth 
to  the  Valley's  largest  employer,  Lockheed  Missile  and  Space. 
So,  too,  had  defense  orders  underwritten  the  success  of  the 
Valley's  first  modern  company,  Fairchild  Semiconductor.  All 
had  grown  rich  building  successive  generations  of  weaponry; 
they  would  grow  richer  yet. 

About  the  time  we  arrived,  in  an  event  all  but  forgotten 
even  by  historians  of  technology,  the  Federal  Communications 
Commission  announced  that  all  future  televisions  would  offer 
not  only  VHF  tuners  but  UHF  tuners  as  well.  It  was  a  little 
event  of  immeasurable  consequences.  Chasing  million-unit 
orders,  the  chip  industry  for  the  first  time  turned  away  from 
the  bombsight  business  and  toward  the  department  store. 

It  has  never  turned  back.  I  remember  the  day  my  father 
brought  home  a  Hewlett-Packard  35  calculator  and  pro- 
nounced it  a  miracle.  I  remember  standing  in  line,  with 
the  boys  who  would  later  create  the  personal  computer  revo- 
lution, in  the  lobby  of  a  NASA  building  waiting  my  turn  to 
play  Lunar  Lander  on  a  computer  terminal.  I  saw  the  first 
Atari  video  game  in  the  hallway  of  a  comedy  club  down  the 
street  from  my  house.  And  I  walked  with  my  father  through  a 
trade  show  in  San  Francisco  and  saw  the  Apple  I,  built  by 
two  of  my  neighbors. 

America  no  longer  seemed  a  Norden  nation.  Our  fate  was 


no  longer  on  autopilot.  Sometimes  we  even  imagined  we 
were  flying  the  plane.  My  father  cheated  death  for  a  quarter 
century.  Each  time  his  heart  would  fail,  some  new  technology 
appeared  on  the  scene  to  save  him.  He  traveled  the  world, 
programm.ed  his  computer,  drank  beer,  and  gave  his  time 
to  charitable  work,  acting  as  though  death  couldn't  catch 
him.  And  when  he  did  die — from  a  fall  off  a  ladder,  not  from 
his  scarred  old  heart — even  his  death  seemed  an  act  of  will, 
not  helplessness. 

It  was  now  a  willful  world,  as  though  an  alchemy  of  tech- 
nology and  desire  would  deliver  to  us  all  of  our  dreams.  Our 
enemies  were  less  defeated  than  enlisted  into  a  cybernetic 
common  cause.  The  autopilot  retreated  so  far  into  memory 
that  two  generations  forgot  it.  We  replaced  it  with  nostalgia 
for  the  future:  the  aching  desire  for  that  distant,  more  perfect 
place  we  could  already  imagine,  promised  to  us  by  our  tech- 
nologies. Our  perpetual  unhappiness  was  that  we  were  not 
there  yet,  a  there  that  raced  ahead  from  calculators  and  PCs 
to  bioengineering  and  nanomachines.  Somewhere,  no  doubt 
just  ahead,  lay  the  fulfillment  of  all  our  desires.  The  beauty  of 
it  was  that  now,  it  seemed,  anyone  could  plot  his  own  flight 
path  and  pilot  his  own  life. 

It  was  in  that  prelapsarian  time,  just  ended  yet  long  ago, 
that  I  carried  the  Norden  bombsight  out  to  the  sunny  driveway, 
past  the  workmen  and  the  new  Jaguar,  all  of  them  paid  for  with  j 
overvalued  stock  options.  I  set  it  atop  the  recycling  bin,  filled 
with  newspaper  headlines  about  the  latest  stock  market  record 
high:  "eBay's  Whitman  America's  Richest  Woman  CEO."  I 
looked  through  the  eyepiece ...  and  saw  nothing.  Nothing 
except  a  mirror  reflection  of  the  brilliant  day  before  me. 

Disappointed,  I  put  the  device  back  in  its  box,  another  bau- 
ble from  the  bubble,  and  returned  it  to  the  garage,  between  | 
the  old,  unread  art  books  and  the  new,  unused  porcelain — an  ' 
evil  old  black  toad  forgotten  in  the  shadows. 

Then  late  on  a  mid-September  afternoon  I  took  the  box 
out  again.  Our  family  had  just  returned  from  church,  where 
we  had,  with  other  Silicon  Valleyites  in  the  pews  around  us, 
wept  and  prayed  for  the  thousands  murdered  by  terrorists.  As 
I  bowed  my  head,  I  felt  the  distant  mechanical  shudder  of  the 
autopilot  kicking  in  once  more.  Driving  home,  I  could  see  my 
neighbors  putting  out  American  flags  and  glancing  up  ner- 
vously at  any  sound  overhead.  We  put  out  a  flag  of  our  own. 
Then,  without  thinking,  I  went  into  the  garage  and  brought 
out  the  Norden. 

I  did  the  same  as  before,  though  the  day  was  overcast,  and 
the  papers  in  the  new  recycling  bin  carried  headlines  pro- 
claiming "WAR."  The  Norden  was  dustier  and  darker  than 
ever.  The  eyepiece  seemed  harder  and  more  brittle.  Once 
again,  I  bowed  and  put  my  face  to  it.  Looking  through  the 
lens  I  saw  this  time  what  I  had  missed  before.  What  my  father 
had  seen  before  me. 

I  saw  my  family  and  home  caught  squarely  in  the  bomb- 
sight's  crosshairs.  ■ 


Michael  S.  Malone  is  editor  at  large  of  Forbes  ASAP.  He 
is  the  author  of  nine  books,  including  Going  Public,  The 
Big  Score,  and  Infinite  Loop.  His  next  book,  a  collection  of 
his  writings  called  The  Valley  of  Heart's  Delight,  will  be 
published  in  2002. 
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The  Pursuit  of  Emptiness 


WHY  AMERICANS  HAVE  NEVER  BEEN  A  HAPPY  BUNCH 


Happiness  is  the  absence  of  striving  for  happiness. 

— Chuang-tzu  (369-286 


F 


XTOLLING  THE  PURSUIT  OF  HAPPINESS  WaS  a 

Stupidity  entirely  unworthy  of  my  greatest  American 
Thomas  Jefferson.  Indeed,  the  pursuit  is  a  poison 
that  sickens  our  culture.  I  wish  he'd  never  said  it. 

It  produces  a  monstrous,  insatiable  hunger 
inside  our  national  psyche  that  encourages  us 
to  ravenously  devour  the  resources  of  this  small 
planet,  crushing  liberties,  snuffing  lives,  feeling 
ourselves  ordained  by  God  and  Jefferson  to  do 
whatever  is  necessary  to  make  us  happy. 

During  the  year  2000,  while  feeding  at  the 
greatest  economic  pig  trough  the  world  has  ever 
slopped  forth,  Americans  ate  $10.2  billion  worth 
of  Prozac  and  other  antidepressants  (up  19.5% 
from  the  previous  year).  Better  living  through 
chemistry?  I  don't  think  so.  I  have  never  heard 
any  of  my  friends  and  acquaintances  who  have 
become  citizens  of  the  Prozac  Nation  claim  that 
these  drugs  bring  them  any  closer  to  actual  happi- 
ness. Rather,  they  murmur  with  listless  gratitude 
that  antidepressants  have  pulled  them  back  from 
the  Abyss.  They  are  not  pursuing  happiness;  they 
are  fleeing  suicide. 

Not  until  I  turned  30  did  it  become  appar- 
ent that  my  wariness  of  the  pursuit  of  happiness 
might  be  a  subtle  form  of  treason.  Like  many  of 
my  generation,  I  hadn't  expected  to  live  to  such 
an  age.  I  really  didn't  trust  anyone  over  30,  and 
remain  reluctant  to  do  so  even  now.  But  since  I 
was  about  to  become  an  adult,  I  figured  I  ought 
to  take  a  stab  at  graceful  adulthood. 

So  I  spent  the  night  before  my  30th  birthday 
composing  a  list  called  "Principles  of  Adult 
Behavior."  Most  of  my  self-directed  advice  con- 
sisted of  such  platitudes  as  Polonius  liked  to  lay 
on  Hamlet — stuff  like  "Expand  your  sense  of 
the  possible"  and  "Tolerate  ambiguity." 

But  there  was  a  patch  in  the  middle  of  this  ear- 
nest document  that  nearly  every  American  who 
read  it  bottomed  out  on.  And  that  was  No.  15, 


which  stated:  "Avoid  the  pursuit  of  happiness.  Seek  to  define 

your  mission  and  pursue  that." 

Despite  the  safely  Puritan  kicker,  this  homily  pissed  off 

the  broadest  range  of  folks  you  can  imagine.  Whether  hippie, 
B.C.)     cowboy,  redneck,  or  debutante,  practically  everyone  who  read 

it  thought  there  was  something  threateningly  wrong  with  it.  It 

was  downright  un-American.  Why? 

Because  nearly  everyone  in  this  country  feels  the  weird, 

invisible  pressure  to  pursue  happiness;  they  feel  that  secret 
toxic  shame  of  not  trying  hard  enough  to  attain  it.  To  have  some- 
hero,     one  tell  them  they  should  just  stop  trying  felt  like  a  threat  to 
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in  oath  they'd  taken.  In  other  words,  Jefferson's  wistful  aspi- 
ation  has  gradually  transmuted  into  first  an  entitlement  and 
ventually  an  obligation,  even  as  its  actual  practice  has  become 
ncreasingly  rare.  Listen  carefully  for  the  sound  of  sponta- 
leous  laughter  in  America's  public  places.  Observe  random 
American  faces  for  the  sight  of  a  smile.  You  will  be  alarmed,  I 
hink,  at  how  infrequently  we  are  illuminated  by  such  natural 
luman  light.  And  yet,  behind  these  grim  masks,  there  continues 
o  reside  the  guilty  belief  that  happiness  is  ordained  by  Jeffer- 
on  (and  possibly  God)  to  be  our  duty. 

Ask  an  American  how  he's  doing,  even  in  these  times  of  pan- 
lemic  chaos  and  fear,  and  he  will  instinctively  reply,  "Fine." 

Yeah,  right. 

Let  me  be  clear.  I  like  happiness.  Hell,  I  think  I  am  happy 
nost  of  the  time.  And  why,  when  I'm  happy,  am  I  happy? 
slever  because  I  pursued  happiness  but  rather  because  I  let  it 
)ursue  me.  To  me,  the  more  you  ignore  happiness,  the  more  it 
vill  come  looking.  Swami  Satchidananda  of  India  put  it  bet- 
er:  "If  you  run  after  things,  nothing  will  come  to  you.  Let 
hings  run  after  you.  The  sea  never  sends  an  invitation  to  the 
ivers.  That's  why  they  run  to  the  sea.  The  sea  is  content.  It 
loesn't  want  anything.  That's  the  secret  in  life." 

In  Africa,  the  Zulu  have  a  word,  ubunto,  which  is  often 
ranslated  to  mean  community,  but  I've  heard  a  more  accu- 
ate  definition:  "I  am  because  we  are;  we  are  because  I  am."  In 
)ther  words,  happiness  is  not  a  solitary  endeavor;  it's  a  joint 
:nterprise,  something  that  can  only  be  created  by  the  whole.  I 
im  happy  because  we  are  happy.  Contentment  arises  from  a 
ense  of  family,  community,  and  connectedness. 

Such  virtues  are  in  dwindling  supply  in  America.  Close  to 

And  why,  when  I'm  happy, 
am  I  happy?  Never  because 
I  pursued  happiness  but  rather 
because  I  let  it  pursue  me. 


lalf  of  first  marriages  end  in  divorce.  The  war  between  chil- 
Iren  and  parents  has  never  been  uglier.  We  ridiculously  imag- 
ne  that  America  Online  and  the  local  mall  are  communities. 
\nd  to  the  extent  that  we  are  connected  at  all,  it  is  largely  by 
nass  media  like  television,  which,  as  Bertrand  Russell  pointed 
)ut,  "allows  thousands  of  people  to  laugh  at  the  same  joke 
md  still  remain  alone." 

Do  we  Americans  lack  this  sense  of  connectedness  because 
)f  our  affluence.'  Does  wealth  induce  loneliness?  I  don't  think 
;o.  But  to  address  the  problem,  we  first  have  to  admit  that  it 
:xists.  This  will  not  be  easy.  Many  of  us  are  convinced  that 
)ur  sorrows  are  a  sign  of  personal  deficiency.  Thinking  that 
A^e  are  alone  in  our  politically  incorrect  despair  only  drives  us 
deeper  into  personal  isolation. 

But  more  to  the  point,  we  need  to  rethink  some  of  the  basic 
issumptions  of  the  industrial  economy.  Chief  among  these  is 
he  idea  that  there  is  a  natural  division  between  our  lives  and 
bur  livelihoods.  The  first  thing  we  learn  in  school  is  that  it's 
iupposed  to  suck.  Learning  is  work,  and  we  fully  expect  that 


the  work  we  do  in  later  life  will  make  us  equally  miserable.  We 
render  unto  Caesar  for  eight  dreary  hours  every  day,  during 
which  we  expect  not  to  be  ourselves  but  rather  interchange- 
able machine  parts  in  some  great  industrial  engine. 

This  doesn't  have  to  be  the  case.  I  was  a  cattle  rancher  for 
17  years,  during  which  there  was  no  discemable  division  between 
my  life  and  my  work.  It  was  cold,  arduous,  and  involved  con- 
stant contact  with  actual  bullshit,  but  I  loved  it.  Following  my 
realization  that  ranching  had  become  a  lifestyle  that  only  the 
already  wealthy  could  afford,  I  turned  to  thinking  for  a  living. 
This  is  also  hard,  and  there  is  plenty  of  bullshit  involved,  but  I 
can  only  do  it  as  myself.  Yet  most  organizations  still  require 
their  "knowledge  workers"  to  be  as  self-alienated  as  lathe  opera- 
tors. There  was  a  glimmer  of  hope  in  the  dot-com  startups,  but 
these  have  either  failed  or  become  big  enough  to  assume  the  iso- 
lating social  practices  of  their  industrial  predecessors. 

Better  still,  there  has  never  in  history  been  such  an  abun- 
dance of  young  people  who  have  already  experienced  the 
futility  of  wealth.  They  spent  a  couple  of  years  pursuing  IPOs 
that  would  "release"  them  to  a  lifetime  of  starlet-chasing  on 
the  Riviera.  Now  many  of  them  are  more  dedicated  to  mak- 
ing a  difference  than  to  making  a  dollar. 

Which  brings  me  to  another  solace  still  available  to  us. 
Consider  the  joys  of  service.  As  a  few  leaders,  ranging  from 
Jimmy  Carter  to  the  Dalai  Lama,  demonstrate,  we  can  become 
happy  through  the  exercise  of  compassion.  But  following  the 
training  we  receive  in  schools  and  workplaces,  we  have  come 
to  regard  service  as  a  self-suppressing  obligation  rather  than  a 
self-fulfilling  responsibility.  It  doesn't  have  to  be  that  way. 

Perhaps,  in  the  wake  of  the  September  11  massacre,  this  is 
changing.  Now,  hundreds  of  thousands  have  experienced  the 
obscure  delight  of  donating  blood.  Millions  more  are  finding, 
in  the  presence  of  such  loss  and  terror,  what  really  matters. 
Love  can  thrive  in  the  presence  of  fear.  As  a  society,  we  are  well 
positioned  to  both  love  and  accept  love. 

All  this  doesn't  mean  that  happiness  can  only  be  found 
through  connectedness.  You  can  find  happiness  when  you  are 
alone.  Sometimes  I  think  of  something  Kafka — that  noted 
happiness-hound — wrote: 

It  is  not  necessary  that  you  leave  the  house.  Remain  at 
your  table  and  listen.  Do  not  even  listen,  only  wait.  Do  not 
even  wait,  be  wholly  still  and  alone.  The  world  will  present 
itself  to  you  for  its  unmasking,  it  can  do  no  other,  in  ecstasy  it 
will  writhe  at  your  feet. 

Kafka  is  not  talking  about  the  pursuit  of  happiness.  He's  not 
even  talking,  as  one  might  easily  and  incorrectly  conclude,  about 
lying  in  wait  for  happiness.  He's  talking  about  making  yourself 
genuinely  available  to  it.  Opening  yourself  to  the  little  things: 
the  sunrises,  the  lilac-scented  breezes,  the  hilarious  bartender 
jokes,  the  inside  straights,  the  large  purring  cats,  the  click  of 
stiletto  heels,  the  very  granular  texture  of  unsolicited  joy. 

Worry.  Be  happy.  But  remember  that  happiness  is  a  gift 
you  owe  yourself.  It  is  not  an  obligation  you  owe  to  Jefferson, 
the  United  States,  or  God  Itself.  ■ 


John  Perry  Barlow  is  a  retired  Wyoming  cattle  rancher. 
Grateful  Dead  lyricist,  and  cofounder  of  the  Electronic  Fron- 
tier Foundation.  His  last  essay  for  Forbes  ASAP  was  "Surfing 
the  Fence  Line"  in  Big  Issue  11:  @  Work. 
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Paradise  Imagined 

IN  WHICH  YOU  AWAKEN  IN  A  SPACE  THAT  SEEMS 
ENTIRELY  STRANGE.  THOUGH  NOT  ALARMING 


F 

■  IRST  OF  COURSE  there's  the  music. 
With  all  my  prior  catholic  taste  in  music, 
these  harmonies  are  entirely  new  and 
seem  to  arrive  through  my  skin  and 
bones,  not  merely  my  ears.  It's  clear  at 
once  that  whatever  killed  me  is  slowly 
but  steadily  under  repair  by  these  actual 
undergirding  sounds — a  welcome  but 
immensely  complicated  reweaving  of  my 
old  self  from  which,  I  can  even  begin  to 
hope,  a  new  self  emerges.  That's  the  first 
good  sign  while  I  wake  by  degrees,  as  I 
might  have  waked  from  anesthesia  after 
daylong  surgery,  in  a  space  that  seems 
entirely  strange,  though  not  alarming.  I 
seem  to  lie  on  an  ample  bed  or  couch. 

And  beside  me  what  seems  a  trustwor- 
thy person  is  taking  shape.  Somehow  I 
know  that  the  shape  is  responding  to 


long-maturing  wishes  of  my  own.  It  can 
be  a  man  or  woman  or  even  a  very  wise 
child  (say,  a  child  on  the  very  near  edge  of 
adolescence — 11,  maybe).  The  person 
has  not  yet  moved  or  spoken,  so  I  lie  on  a 
while  and  bathe  in  the  music — no  voices, 
harps,  or  swooning  strings,  but  entirely 
new  instruments.  I'm  not  impatient.  I 
understand  that,  soon  enough,  I'll  be  suf- 
ficiently resurrected  to  rise  and  move. 

But  am  I  allowed  to  rise  and  move? 
Maybe  I'm  meant  to  lie  on  here,  as  I  lay 
on  my  last  bed  in  a  quiet  hospice  or  on 
the  highway  where  I  might  have  been 
thrown  by  a  truck  that  plunged  through 


the  median  fence  and  struck  me  head-on 
at  4  in  the  morning.  Maybe  eternity  is  what 
I  thought  I  craved,  which  was  unbroken 
rest.  If  I'll  rest  forever,  though,  who  is  this 
person  materializing  near  at  hand,  and 
what  is  its  purpose?  Is  it  maybe  a  nurse 
or  a  well-meant  guard  to  keep  me  here, 
supine  and  dozing?  Then  I  feel  my  head 
and  shoulders  silently  lifting  till  I  lie  at  a 
well-propped  comfortable  angle,  facing 
the  visitor  seated  beside  me.  Now  I  see  it's 
a  man  the  age  of  the  man  I  was  safest  with 
at  the  time  I  was  safest  in  my  prior  life — 
all  the  years  before  my  father  died,  a  man 
of  silently  spectacular  goodness. 

My  visitor  says,  "The  dream  is  ending 
now.  The  real  thing  can  start,  when  you 
feel  ready.  But  first,  you  must  have  at 
least  a  few  questions." 

Still  not  entirely  present  here,  I  raise 
my  head  a  little  off  the  couch  and  say  to 
my  visitor,  "Where  am  I,  exactly?" 

He  says,  "Let's  retire  the  word  exactly. 
Precise  locations  are  no  cause  for  worry. 


We're  in  an  actual  place,  however.  I've 
already  said  you'll  learn  that  as  you  go, 
though  your  idea  of  place  and  actual  will 
undergo  expansion." 

"You  say  as  I  go.  But  when  can  I  go?" 
And  now,  for  the  first  time,  I  try  to  move 
my  legs  beneath  their  thin  tan  cover.  They 
move  as  they  did  in  my  prior  life. 

He  says,  "Just  a  moment — you'll  need 
to  name  me." 

I've  never  named  a  person,  only  a 
long  line  of  dogs  and  smaller  pets.  "Any 
hints?"  I  say. 

He  says,  "Why  not  use  the  name  of 
your  prior  best  friend?" 


I  laugh  a  little.  "His  name  wa 
Michael,  but  surely  that  name's  alread; 
taken  here." 

"By  me,"  the  man  says  and  echoes  m; 
laugh.  "I'm  Michael  now,  yes." 

With  that,  I  begin  to  notice  his  appear 
ance.  He  seems  in  the  early  years  o 
middle  age,  too  young  to  be  my  father  (a 
present  1  feel  genuinely  young — say,  23) 
In  fact,  he  so  closely  resembles  my  prio 
best  friend  that  I  half  suspect  this  may  b' 
my  friend,  who  indeed  has  preceded  m^ 
in  death. 

Before  I  can  ask  him  about  himself 
this  nearby  Michael  indicates  I  may  stani 
when  ready. 

Standing  proves  to  be  a  slowl 
astounding  accomplishment.  My  leg 
feel  like  my  prior  legs,  but  moving  then 
feels  like  a  move  through  some  far  fine 
but  denser  substance  than  air.  It's  not  lik 
walking  through  water  or  oil,  but  it' 
slow  all  the  same,  and  with  every  ste] 
I  feel  a  slight  tendency  to  drift  a  littl 
upward.  Maybe  my  eyes  betray  th 
strangeness. 

Michael  says,  "You'll  find  that  th 
physical  laws  here  are  purifications  o 
your  prior  laws.  Gravity  here  has  man 
implications  you'll  gradually  learn  as  yoi 
go  ahead.  But  take  a  few  more  steps,  an< 
then  we  should  talk  a  while  longer  till 
leave  you." 

The  steps  are  stranger  even  than  th 
act  of  rising  has  been.  It  isn't  as  thougl 
I'm  one  of  those  clownish  astronaut 
playing  golf  on  the  moon  and  bouncin; 
jauntily.  The  newness  comes  from  m 
body  itself.  Till  now,  like  the  vast  majorir 
of  humankind,  I've  never  been  obsesse* 
with  mortality.  But  now  as  I  walk  withii 
sight  of  Michael,  I  know  with  each  ste| 
that  death  is  no  longer  my  unshakabl 
shadow.  Each  cell  in  this  risen  body  is  nov 
programmed  to  live — no  expiration  date 
no  barely  detectable  stench  of  decay.  M 
mind,  above  all,  feels  a  boundless  relief— 


"The  dream  is  ending  now.  The  real  thing 

can  start,  when  you  feel  ready. 
But  first,  you  must  have  a  few  questions. " 
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;d  of  a  burden  of  useless  memory.  Yet 
re  are  a  few  strong  memories  still, 
i  as  I  walk  they  form  an  orderly  ring 
ny  mind. 

Now  the  ring  clarifies  and  becomes  as 
1  as  a  film  shown  before  me.  That  film 
isists  of  a  potent  few  bodies  and  faces 
m  my  prior  life — both  my  parents, 
ee  kinsmen  I  neglected,  a  long-gone 
er,  a  friend  I  failed  to  save  from  despair, 
sy're  not  quite  frozen,  but  they  stand  in 
ce  in  the  film  before  me,  and  their  only 
vements  are  occasional  breaths  and 
iking  eyes.  As  I  walk,  and  especially  as 
ring  of  faces  settles  into  the  midst  of 
mind,  the  music  that's  been  behind 
i  around  me  also  draws  nearer.  The 


ongoing  shuttle  motion  of  its  healing 
offers  more  help  than  I  expected  so  soon 
in  this  place. 

When  I  come  back  and  sit  on  the  edge 
of  my  couch,  Michael  says,  "You'll  want 
to  deal  with  them  at  the  very  start  here." 

I  understand  that  them  means  the 
ring  of  people  I've  seen,  the  ones  I  hurt 
and  never  managed  to  repair — so  far 
as  repair  was  even  likely,  given  my 
stubborn  prior  hungers  and  unrelenting 
demands. 

I  have  to  ask,  "How  would  I  start?" 

Michael  says,  "That'll  be  your  first 
real  trial." 

"Trial?  You  said  this  was  Paradise." 

Michael  smiles  again.  "I  said,  'We  call 


it  Paradise.'  You  haven't  learned  your 
name  for  it  yet  nor  fully  constructed  it 
according  to  your  wishes — your  deep, 
honest  wishes.  That'll  take  a  good  while." 

The  trial  is  what  concerns  me  now, 
though.  I  say,  "But  they're  all  still  alive 
on  Earth — the  ones  I  owe  so  much?" 
"They  still  are,  yes." 
Dread  seems  an  alien  feeling  here,  but 
I  dread  the  thought.  "Will  I  be  sent 
back — some  kind  of  ghost,  some  handy 
plumber  or  the  friendly  yardman  or  a 
trusty  retriever?" 

Michael  shakes  his  head.  "You'll  do  it 
from  here."  He  taps  his  skull  at  the  bare 
right  temple.  "By  thinking.  There's  time, 
but  you  need  to  start  now.  Remember 
their  names  and  —  above  all  — 
their  faces,  and  think  of  every- 
thing you  still  owe  them." 
"That  could  take  forever." 
"You've  got  forever,"  he  says. 
"But  they  don't." 

I  say,  "Won't  I  eventually  see 
them  up  here?" 

He  shakes  his  head  again. 
"That's  the  main  misconception. 
They'll  arrive  here,  yes,  but  you 
won't  know  them."  Then  he  actu- 
ally gives  what  I'd  have  formerly 
called  a  grin.  "Your  old  Softball 
team  won't  reunite.  No  parents  or 
partners,  no  lovers  or  workmates. 
Not  as  you  once  knew  them,  not 
by  anyone's  prior  definitions." 
"So  I'll  be  alone,"  I  say. 
Michael  nods.  "Alone  for 
what  may  feel  a  long  time.  It 
depends  on  how  you  proceed 
with  the  names  and  faces  you're 
amending." 

"So  there's  time  up  here,  too?" 
Michael  says,  "Time,  yes, 
though  not  quite  the  clock  time 
you've  known  till  now.  Time  here 
has  no  feel  of  weight  or  force,  no 
arrow  of  direction.  You'll  almost 
never  be  conscious  of  its  passing. 
In  that  sense,  time  in  Paradise 
resembles  the  time  you  passed 
in  your  old  form  of  sleep.  It's  a 
silent,  frictionless  medium  that 
envelops  and  bears  us  onward. 
There's  another  piece  of  news — 
eternity  may  not  prove  to  be  end- 
less. I  understand  that's  mystifying, 
but  it  may  be  true.  I  myself  am 
unsure.  Even  we  Elders  don't  yet 
know  all,  though  we  sometimes 
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promise  ourselves  that  we  will — in  time, 
of  course." 

So  Michael  is  an  Elder,  and  there  are 
other  Elders.  Are  the  Elders  what  we 
used  to  call  angels?  I  don't  ask  yet,  but  I 
feel  encouraged  to  begin  unfolding  a 
pack  of  other  questions  that  wait  in  my 
mind.  "When  I'm  done  with  my  names 
and  faces,  though,  there'll  be  some  com- 
panions up  here — some  others.  What 
should  I  call  them?" 

He  says,  "Others  is  fine.  Oh,  yes,  the 
place  here  constitutes  a  huge  hive  of  oth- 
ers— if  you  wish,  of  course.  Some  Elders 
call  them  souls." 


its  leftover  debts — to  choose  the  form  of 
bodily  joy  you  most  dreamed  of." 

I'm  relieved  at  the  news  but  also 
incredulous.  "Any  form  whatever?" 

"Any  form,"  he  says.  "There  are  no 
children  here — all  souls  mature  as  they 
enter  the  gate — so  no  one  can  be  hurt  by 
any  form  of  joy." 

I  say,  "Are  all  the  usual  procedures  of 
love  appropriate  here?  I  mean,  are  there 
whole  new  skills  I  must  learn?" 

Michael  nods.  "You  may  well  dis- 
cover an  inexhaustible  range  of  new 
skills — they're  available,  at  least.  Each 
skill,  once  gained,  will  unfurl  its  own 


"But  this  is  by  no  means  the  only 
place  your  soul  will  inhabit.  There  are  Rirther 
places,  on  beyond  here  and — 
if  I  may  say  so — indescribably  finer." 


"And  what  do  we  do,  when  we're  all 
together?  If  it's  a  hive,  are  some  of  us 
workers  and  some  of  us  drones?" 

Michael  says,  "Don't  overstretch  my 
metaphor.  There's  no  hive-like  organiza- 
tion, in  any  case.  But  you'll  likely  find 
yourself  in  what  may,  at  first,  seem  like 
teams  from  your  prior  life." 

"What  game  do  we  play?  I  was  pitiful 
at  games." 

Michael  says,  "It's  more  like  an 
unending  dance  than  a  game  with  limits. 
Dancers  come  and  go,  as  they  wish  or 
need;  but  they  always  return." 

"What's  the  aim  of  the  dance?" 

"Pure  pleasure,"  he  says. 

That  seems  a  fair  opening  for  a  matter 
I  wondered  about  through  much  of  my 
prior  life.  "Is  there  sex  up  here?" 

He  raises  a  single  correcting  finger. 
"This  place  is  not  up.  Abandon  that 
notion,  common  as  it  is."  Then  he  rubs 
the  whole  palm  of  his  long  left  hand  flat 
on  the  air  in  a  wide  circle.  He  seems  to 
mean  that  this  place  is  somehow  every- 
where, all  pervasive  at  least.  And  then 
he  begins  on  my  old  question.  "Again, 
you'll  build  your  own  life  here,  within 
certain  limits  you'll  discover  as  you 
move.  But  bodily  pleasure  is  a  real  possi- 
bility— you  have  a  body,  notice.  And  as 
you  were  allowed  to  choose  my  gender 
and  name,  so  you'll  be  allowed — when 
you're  truly  done  with  your  prior  hfe  and 


pleasures — all  new,  all  astonishing,  noth- 
ing of  course  to  disturb  the  peace." 

"Will  I  find  my  own  partners?" 

He  says,  "Partners  are  likely  to  appear 
in  the  dance." 

"Is  there  some  outcome  of  the  act  of 
love  here?  Is  propagation  a  possibility?" 

He  says,  "The  outcome  here  is  love — 
the  further  and  utmost  reaches  of  love. 
That  seems  enough." 

"And  I'll  find  my  loves  in  the  forth- 
coming dance?" 

Michael  says,  "In  the  dance  or  in 
your  classes." 

"Classes?"  The  idea  is  not,  at  once, 
appealing. 

Michael  says,  "That  surprises  most 
new  souls,  yes.  Paradise  is  one  more 
school,  I'm  afraid." 

"Then  may  I  know  the  subjects  now? 
I  pray  there's  no  math." 

Michael  says,  "In  that  case,  you  should 
have  prayed  sooner."  But  he  smiles. 
"You'll  gradually  learn  everything  you 
ever  dreamed  of  learning — all  the  musi- 
cal instruments  you  hoped  to  play,  the 
art  of  flying  with  only  your  body  and 
arms  in  the  air,  the  art  of  perfect  garden- 
ing (no  plant  will  ever  die,  none  outgrow 
its  limits),  every  language  known  on 
the  planet  Earth  in  your  prior  life  (all 
the  books  are  on  file  here,  in  all  those 
tongues),  all  the  languages  spoken  here 
by  the  Elders,  all  the  harmless  games 


(many  of  them  unknown  in  your  pri( 
world),  all  the  major  virtues.  That 
merely  a  start  on  the  first  curriculun 
Then  you  may  very  well  advance." 

I  say,  "And  if  I  don't?" 

For  the  first  time  yet,  Michael's  fac 
dims  slightly — nothing  I  could  say, 
feel,  would  darken  it.  He  says,  "Thei 
are  counties  here — whole  states,  if  yo 
will  —  that  provide  ample  space  f( 
regrettable  failures." 

"And  they  burn  there  forever?" 

Michael  says,  "No,  that's  a  vengefi 
error,  proceeding  from  earthly  fear  an 
hatred.  The  failed  souls  are  merely  aloni 
Entirely  alone." 

"Forever?" 

He  says,  "I  mentioned  before  th, 
here,  forever  may  not  mean  forever." 

I  say,  "Is  it  too  early  now  for  me  t 
ask  why  or  whatever  you  mean?  I  w; 
always  told  the  soul  is  immortal." 

Michael  says,  "Oh,  it  is.  But  this  is  V 
no  means  the  only  place  your  soul  wi 
inhabit.  There  are  further  places,  o 
beyond  here  and  —  if  I  may  say  so- 
indescribably  finer." 

I  say,  "Better?" 

"Yes,  in  terms  of  the  joy  they  provide  i 
those  who  get  there;  or  so  we  Elders  ha\ 
always  believed." 

"Then  how  do  I  go  on?" 

Michael  says,  "You've  apparent 
already  forgotten  that  I  said  Paradii 
was  a  kind  of  school.  There  are,  so  i 
speak,  commencement  services  for  rho 
who  succeed." 

As  the  veteran  of  what  still  seem  lor 
years  of  painful  study  in  my  prior  lif 
and  with  no  immense  returns,  I  feel  n 
first  pang  of  disappointment.  "So  v 
never  truly  finish?" 

Michael  says,  "Not  here,  at  least." 

"Maybe  beyond  here,  in  son 
further  life?" 

Michael  says,  "I'm  not  allowed  i 
speculate  on  what  may  or  may  not  1 
beyond  here.  I  and  my  colleagues  a 
your  guides  only  here.  We  only  kno 
that  more  joy  unfolds." 

I  say,  "You're  not  allowed?  Wh 
makes  the  rules  for  you?" 

Michael  says,  "Ah,  now  you've  lea 
too  far  ahead.  You've  asked  the  la 
question  I  must  ask  you  one  day." 

I  say,  "I'm  afraid  you've  lost  me  now. 

He  says,  "The  final  question  on  th 
floor  of  the  school  is  simply  this:  Are  the 
laws  in  this  place;  and  if  so,  who  mak 
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them?  Is  there  an  umpire  behind  this 
solemn  and  joyous  game?" 

I  say,  "Does  that  mean  Is  there 
1  God?" 

Michael  says,  "You're  entirely  free  to 
use  the  word  God.  But  when  we  Elders 
debate  the  question  in  our  own  meetings, 
we  tend  to  say  Umpire  since  we  too  play 
the  local  games  and  join  the  dances  from 
time  to  time.  Some  of  us  even  use  the 
word  Proprietor." 

I  say,  "So  you  Elders  don't  know  the 
answer  either?" 

He  says,  "I'm  not  allowed  to  tell 
you  that." 

I  say,  "Your  word  allowed  surely  hints 
at  an  umpire,  someone  who  designed  the 
^ames  and  made  the  rules." 

Michael  smiles,  very  faintly  now,  and 
rises  from  his  seat.  "I  will  leave  you  at 
this  point.  Proceed  with  your  life  here. 
We  may  meet  again.  I  and  the  Elders,  and 
all  your  predecessors  in  this  place,  wish 
you  only  well.  A  sizable  weight  of  benign 
thought  and  feeling  is  behind  and  beneath 
you.  Farewell." 

I  stand  to  watch  him  leave. 

He  walks  on  slowly  toward  the  dim 
borizon,  and  he  fades  as  receding  friends 
generally  do;  but  as  he  reaches  the  limit 
of  my  vision,  in  sudden  silence  his  whole 
form  ignites  in  a  phosphorus  bloom  of 
staggering  scale  and  unquestionable 
beauty.  The  pulse  of  force  from  this  great 
svent  strikes  me  as  joy,  a  tall  wave  of 
icy.  At  first  I  think  A  second  death,  but 
then  my  lips  part;  a  voice  reels  up  and 
out  from  my  throat  in  a  music  more 
glorious  than  any  I've  heard  or  dreamed 
of  till  now.  It's  a  song  apparently  of  my 
own  making,  though  I  still  can't  know 
what's  inspired  it  within  me  and  draws  it 
out  now:  the  deepest  happiness  known  to 
my  soul  and  the  hope  for  a  yet  unimag- 
inable more. 

Then,  apparently  drawn  by  my  new 
song,  other  souls  appear  on  the  far  hori- 
zon— one  by  one,  tall  men  and  women  of 
enormous  splendor — and  begin  to  walk 
toward  me,  almost  surely  smiling.  ■ 

Reynolds  Price  is  the  James  B.  Duke 
Professor  of  English  at  Duke  University. 
A  novelist,  poet,  and  essayist,  his  novel,  A 
Long  and  Happy  Life,  won  the  William 
Faulkner  Award  in  1962.  His  piece 
"Dear  Harper"  written  for  Big  Issue  Y, 
was  included  in  The  Best  American 
Essays  of  2001. 


HELPRIN 

A  46  Anxious  about  how  densely 
this  Maidstone  smoke  was  covering  the 
rest  of  his  property,  and  wanting  to 
know  if  it  had  enveloped  the  house,  he 
turned  around  slowly  and  was  surprised 
to  see  that  the  hayfields  closest  to  the 
Maidstone  Club  were  clear.  Continuing 
his  turn,  he  saw  that  the  lawns  immedi- 
ately west  of  the  house  were  clear  as  well, 
and  that  the  smoke  was  coming  not 
from  beyond  the  house  but  from  it — 
from  his  own  house,  which  was  burning. 

Sometimes,  when  confronted  with 
momentous  things,  he  did  not  move  as 
quickly  as  might  have  been  expected, 
but  stayed  still  to  think  of  what  was 
true,  what  was  right,  and  what  was 
required.  He  stayed  still  now.  Then  he 
calmly  stood,  rotated  his  chair,  and  sat 
down  again  facing  the  house.  Flames 
leapt  from  places  that  he  never  would 
have  believed  flames  could  leap  from — 
from  beneath  copper  gutters  and  seem- 
ingly from  solid  walls.  How  many  min- 
utes, precisely,  he  watched  this  he  did 
not  know,  but  as  he  sat,  the  conflagra- 
tion built. 

Vibrating  with  restraint,  he  went 
through  in  his  mind  all  the  things  that 
were  now  dissolving  in  flame  and  com- 
bining together  in  a  serpentine  of  gases 
and  smoke,  in  a  ballet  of  uncountable 
particles  each  behaving  with  a  precision 
to  which  he  could  never  even  aspire: 
paintings;  suits;  books;  metals  and  sil- 
ver; things  of  ivory,  leather,  and  silk; 
furniture  of  cherry  and  mahogany.  The 
heat  was  such  that  even  the  porcelain 
might  melt.  He  felt  this  heat,  but  did 
not  move.  Nor  did  he  want  to  move 
even  as  all  he  had  built  and  worked  for 
over  so  many  years  vanished  before  him 
at  great  speed. 

For  he  had  already  left  it  behind,  and 
his  spirit  had  been  unlocked,  and  his 
soul  freed,  in  a  gift  that  had  come  on 
the  wind.  All  that  Vandevere  could 
think  of  now,  as  white  smoke  swirled 
around  him  like  snow,  was  his  wife  as 
she  had  been  at  the  quarry,  and  her 
face,  and  the  water  running  off  her  hair 
as  she  had  bobbed  up  in  the  foam.  ■ 

Mark  Helprin,  senior  fellow  at  the  Clare- 
mont  Institute  for  the  Study  of  States- 
manship and  Political  Philosophy,  is  a 
contributing  editor  of  the  Wall  Street 
Journal.  His  novels  include  Winter's  Tale 
and  A  Soldier  of  the  Great  War. 
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A  68  scientists  must  not  rest  simply  on 
imagination  or  memory.  But  while  the 
individual  experiences  that  lead  to  scien- 
tific discovery  do  not  remain  in  the  body 
of  scientific  knowledge,  their  revisitation 
can  lead  to  memories  of  happiness  and 
motivate  efforts  for  further  discovery. 
Scientific  happiness  is  curiosity  fulfilled. 
Although  science  is  popularly  depicted 
as  impersonal  and  cold,  its  pursuit  can, 
like  all  other  creative  activities,  lead  to 
many  levels  of  happy  experience. 

I  have  suggested  that  neuroscientific 
research  has  determined  many  of  the 
brain  processes  that  are  necessary  for 
happiness.  I  have  also  suggested  that 
there  is  some  danger  in  too  relentless  a 
reduction  of  happiness  to  a  matter  of 
brain  states  alone.  We  all  know  that  hap- 
piness depends  on  remarkably  individual 
personal  events,  on  communication  with 
others,  and  on  matters  of  temperament 
that,  while  related  to  our  genetic  endow- 
ment, are  not  directly  caused  by  that 
endowment.  It  is  clear,  however,  that 
Darwinian  evolution  has  selected  our 
bodies  and  brains  for  survival.  After  the 
experience  of  stress,  sheer  survival  itself 
can  lead  to  happiness.  In  other  situa- 
tions, happiness  can  simply  be  the  result 
of  refined  comfort.  Whatever  the  case, 
most  of  us  appear  to  seek  happiness. 
This  seeking  has  moral,  ethical,  and  even 
political  dimensions  that  philosophers 
have  wrestled  with  through  the  ages. 

In  the  end,  though,  it  comes  down  to 
individual  history  and  individual  values. 
In  his  Memoirs,  Casanova  states:  "Yes, 
there  is  happiness,  and  much  of  it.  Those 
who  admit  candidly  what  they  feel  are 
worthy  of  having  it.  Those  who  are  not 
worthy  of  it  are  those  who  have  it  and 
yet  deny  it,  and  those  who  are  able  to  get 
it,  yet  neglect  it.  I  have  no  reproach  to 
make  to  myself  on  either  score."  This 
famous  lover's  statement  points  to  an 
issue  of  great  moral  and  political  import: 
In  brain,  body,  and  mind,  we  have  a  self- 
evident  and  inalienable  right  to  the  pur- 
suit of  happiness.  We  can  reasonably 
expect  that  further  progress  in  brain  sci- 
ence will  help  us  exercise  that  right.  ■ 

Gerald  Edelman  is  the  director  of  the 
Neurosciences  Institute  in  San  Diego.  In 
1972  he  and  Rodney  R.  Porter  won  the 
Nobel  Prize  in  physiology  or  medicine  for 
their  discoveries  concerning  the  chemical 
structure  of  antibodies. 
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A  hi  ;Ka!»re{i:.Bedlraaeraks*MicrosoltCoiporalion  In ItielJniled  Slates af^  .M, .    •.  ^>rls are  IraiJemaiksoi  iter  resoeclive  owners. This  PC  meeSlheminmOT 
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Even  the  most  active  online  traders 
occasionally  have  a  question. 


Many  active  traders  prefer 
to  go  it  alone  online.  And  with 
Fidelity,  you  get  more  than 
enough  tools  to  do  it  by  yourself  : 
fronn  Nasdaq  Level  II  quotes'  to 
Powerstreet  Pro^'^  our  exclusive  site 
for  active  traders?  However,  once 
in  a  while,  everyone  has  a  question. 


Fidelity's  Active  Trader 
Benefits: 


Dedicated  trading  team 
Streaming  quotes^ 
Lehman  Brothers  researdi 
$14  online  trades^ 


That's  when  you'll  appreciate 
Fidelity's  dedicated  team  of 
trading  representatives.  They're 
specially  trained  to  help  active 
traders,  with  expertise  in 
everything  from  margin  usage  to 
complex  option  trades.  All  to  help 
you  see  yourself  succeeding. 


vestments' 


1-800-FIDELITY  Fidelity.com/goto/trader 


'Dedicated  trading  team,  streaming  quotes  and  Nasdaq  Level  li  quotes  are  available  through  Powerstreet  Pro  only  to  those  customers  who  pic 
at  least  72  stock,  bond  or  option  trades  in  a  rolling  12-month  period  across  all  Fidelity  brokerage  accounts  registered  to  the  same  Social  Secui 
number. 

'Active  Trader  services  including  Powerstreet  Pro  are  available  to  active  traders  who  place  at  least  36  stock,  bond  or  option  trades  in  a  roHi 
12-month  period  across  all  retail  Rdelity  brokerage  accounts  registered  to  the  same  Social  Security  number 

^$14.00  for  stock  orders  up  to  1  CC^  -hares  placed  via  Fidelity.com,  Fidelity  Anyv/here^  or  Fidelity  On-Line  Xpress-i-f  in  eligible  household  accou 
(minimum  240  trades  in  a  nii'i  -  /  month  period  and  $30,000  in  a.ssets,  or  $2,000  300  in  assets  with  no  trading  minimum).  See  the  commissi 
schedule  for  complete  dei  j 

Lehman  Brothers  is  an  indep  -  ■  ; '  t  crganization  not  affiliated  with  Fidelity, 
io'e'ity  Brokerage  Services,  JVie.  '.ioar  NYSE,  SIPC  1442 
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fleets  of  planes    gfdedicated  cargo  space    Efcal!  1-800-222-1811  for  pickup 


The  U.S.  Postal  Service  is  everywhere  so  you  can  be  anywhere 

www.usps.com 


Come  in  loud  and  clear 
with  new  ThinkPad  notebooks. 


Select  new  models  feature  a  dual  antenna  system  that's  integrated  r  gh 
the  display.  But  why  is  that  better,  you  ask?  Well,  the  display  provides  a  large 
area  that  sits  high  above  the  system  when  in  use,  making  the  ThinkPad  ver  y  ■ 
at  sending  and  receiving  wireless  signals.  But  when  it  comes  to  groundbre; 
design,  that's  only  a  starting  point.  In  fact,  every  ThinkPad  series  -  X,  T  R  ani 
features  models  with  built-in  wireless  capabilities  (optional).  So  even  our  most  aff 
systems  can  support  wireless  technology  when  you're  ready  Plus,  accessories  a: 
common  throughout  the  entire  line,  enabling  user-to-user  sharing.  So  choose  a 
our  new  ThinkPad  notebooks  -  and  you'll  get  innovation  dialed  up  to  10. 


New!  Microsoft*  Windows'"  XP 

Take  advantage  of  the  most  powerful  Microsoft  OS  to  c 
It'll  bring  advanced  mobility  premium  security  enhance 
reliability  and  greater  networking  options  to  your  IBM  sy; 


Looking  for  Microsoft  Office  XP '' 
Small  Business  on  the  system  yc 
Simply  contact  us  to  i 

IBM  PCs  use  genuine  Microsoft*  V\  1 
www.mlcrosoft.com/piracy/f  ' 


"SuccessLease™  Is  offered  by  third-party  providers  of  business  financing  approved  by  IBM  Global  Financing.  SuccessLease  terms  and  conditions  provided  by  the  third-party.  "Compute  Now,  Pay  Later"  pric 
no  payments  during  200f  with  36  monthly  payments,  including  accrued  interest,  beginning  90  days  from  purchase.  Rates  subject  to  change.  Offer  may  be  changed  or  withdrawn  without  notice  Cert; 
software  product{s)  included  with  this  computer  may  use  technological  measures  for  copy  protection  IN  SUCH  EVENT,  YOU  WILL  NOT  BE  ABLE  TO  USE  THE  PRODUCT  IF  YOU  DO  NOT  FULLY  COMP 
PRODUCT  ACTIVATION  PROCEDURES.  Product  activation  procedures  and  Microsoft's  privacy  poiicy  will  be  detailed  during  initial  launch  of  the  product,  or  upon  certain  reinstallations  of  the  software  produc 
figurations  of  the  computer,  and  may  be  completed  by  Internet  or  telephone  (toll  charges  may  apply),  "Memory  supports  both  system  and  video.  Accessible  system  memory  may  be  up  to  8MB  less  than  the  a 
depending  on  video  mode.  'GB  =  1.000.000,000  bytes  when  referring  to  storage  capacity;  accessible  capacity  is  less.  'CD  and  DVD  drives  list  maximum  rates:  rates  are  variable  and  are  often  less  than  t 
'Some  software  may  differ  from  its  retail  version  (if  available),  and  may  not  include  user  manuals  or  all  program  functionality.  Software  license  agreements  may  apply.  These  model  numbers  achieved  a  ZD 
Version  3.0  or  4.0  Battery  Rundown  Time  of  the  times  shown  above.  This  test  was  performed  without  independent  verification  by  ZD;  ZD  makes  no  representations  or  warranties  as  to  these  test  results.  Batt 
trademark  of  ZD  Inc.  in  the  US  and  other  countries.  A  description  of  the  environment  under  which  the  test  was  performed  is  available  at  ibm.com/pc/ww/thmkpad/banerylife.html  Battery  life  (and  recharge  tii 
based  on  many  factors  including  screen  brightness,  applications,  features,  power  management,  battery  conditioning  and  other  customer  preferences  Includes  battery  and  optional  travel  bezel  insteai 


COMPUTE  NOW 
PAY  LATER! 


Get  the  technology  your  business  needs  today  with  no  payments 
for  a  full  90  days!  Offer  ends  12/31/01,  so  ask  for  details.* 


NOTEBOOKS 


NEW!  IBM  ThinkPad  R30 

Best  blend  of  portability  and  essential  features 

Mobile  Intel-  Celeron"'  processor  900MHz 
13"  XGA  display 
128MB'  SDRAM 

10GB'  hard  drive  •  Ultrabay"'  2000  24X'  nnax  CD-ROM 

Integrated  Ethernet  and  modem 

8MB  Trident  CyberBlade  graphics 

NEW!  Microsoft*  Windows'  XP  Home  Edition 

Quicken  Basic  2001' 

ThinkLight™  keyboard  light  •  ThinkPad  Button 
2.8-hr «  Li-lori  battery 
5.3  lbs.  travel  weight' 
1-year  limited  warranty" 


1,299'  D 


NavCode 

26562OU-M304 


SuccessLease*  for  Small  Business  $4e/M0.'°,  36  MOS. 

SWAPPABLE  OPTIONS: 

IBM  High  Rate  Wireless  LAN  Access  Point 

(Part  #09N9906)  $495 

IBM  High  Rate  Wireless  LAN  PC  Card 

(Part  #09N9904)  $159 


NEW!  IBM  ThinkPad  A30 

High-performance  desktop  alternative 
with  exceptional  versatility 

Mobile  Intel  Pentium*  III  processor  933MHz  -  M  featuring 

Intel  SpeedStep™  technology'' 

14.1"  XGA  display  •  128MB  SDRAM 

20GB  hard  drive  •  Ultrabay  2000  24X  max  CD-ROM 

Integrated  Ethernet  and  modem 

16MB  ATI  Mobility  Radeon  graphics 

Microsoft  Windows  2000  Professional 

Lotus'  SmartSuite*  Millennium  license 

MGI  VideoWave  IV 

3.2-hr  Li-Ion  battery  •  6,6  lbs.  travel  weight 
1-year  limited  warranty 


1,749 


$ 

265214U-M304 
SuccessLease  for  Small  Business  $62/MO..  36  MOS. 


J2  NavCode 


IBM  Compu-Plus  Nylon  Carrying  Case" 

(Part  #3314871)  $6999 

IBM  32MB  USB  Memory  Key 

(Part  #22P5296)  $89 


NEW!  IBM  ThinkPad  X22 

Extra-light,  extra-small  ultraportable 

Mobile  Intel  Pentium  III  processor  800MHz  featuring 

Intel  SpeedStep  technology 

12.1  ■  XGA  TFT  display 

128MB  SDRAM  •  20GB  hard  drive 

Integrated  Ethernet  and  modem 

L'/i Integrated  802.11b  Wireless  LAN  PC  Card 

8MB  ATI  Rage  Mobility  graphics 

NEW!  Microsoft  Windows  XP  Professional 

Lotus  SmartSuite  Millennium  license 

4.6-hr.  Li-Ion  battery  •  3.7  lbs,  travel  weight 

3-year/1-year  battery  limited  warranty 


2,449 


IQ  NavCode 


26629EU-M304 
SuccessLease  for  Small  Business  $87/MO.,  36  MOS. 

IBM  1GB  Microdrive™ 

(Part  #07N5574)  $379 
128MB  133MHz  SDRAM 

(Part  #19K4652)  $43 


NEW!  IBM  ThinkPad  R30 

Best  blend  of  portability  and  essential  features 

Mobile  Intel  Pentium  III  processor  1.0GHz  featuring 

Intel  SpeedStep  technology 

13-  XGA  display  •  128MB  SDRAM 

15GB  hard  drive  •  Ultrabay  2000  24X  max  CD-ROM 

Integrated  Ethernet  and  modem 

i'/i  Integrated  802,11b  Wireless  LAN  PC  Card 
Microsoft  Windows  2000  Professional 
Quicken  Basic  2001  •  Veritas  Record  NOW 
ThinkLight  keyboard  light 
ThinkPad  Button 
2  8-hr  Li-Ion  battery 
5-3  lbs  travel  weight 
1-year  limited  warranty 


1,999  D 


*™   ■■■■■■  NavCode 

2656DAU-M304 

SuccessLease  for  Small  Business  $71/MO.,  36  MOS. 

SWAPPABLE  OPTIONS: 

Bluetooth™  PC  Card  II 

(Part  #09N9812)  $189 
ThinkPad  Port  Replicator 

(Part  #02K8667)  $179 


NEW!  IBM  ThinkPad  A30 

High-performance  desktop  alternative 
with  exceptional  versatility 

Mobile  Intel  Pentium  III  processor  1.0GHz  -  M  featuring 
Intel  SpeedStep  technology 
15"  SXGA  display 

128MB  SDRAM  •  30GB  hard  drive 
Ultrabay  2000  8X  max  DVD-ROM 
Integrated  Ethernet  and  modem 

Integrated  802,11  b  Wireless  LAN  PC  Card 
16MB  ATI  Mobility  Radeon  graphics 
NEW!  Microsoft  Windows  XP  Professional 
MGI  VideoWave  IV  •  Mediamatics  DVD  Express 
ThinkLight  keyboard  light  •  ThinkPad  Button 
3.2-hr  Li-Ion  battery  •  6,8  lbs,  travel  weight 
1-year  limited  warranty 


'2,299 


C NavCode 
265235U-M304 

SuccessLease  for  Small  Business  $81/M0.,  36  MOS. 


IBM  UltraPort™  Camera  11 

(Part  #04P6135)  $99 

IBM  UltraPort  CompactFlash  Reader 

(Part#19K4510)  $89 


NEW!  IBM  ThinkPad  T23 

Perfect  blend  of  performance  and  portability 

Mobile  Intel  Pentium  III  processor  1,13GHz  -  M  featuring 
Intel  SpeedStep  technology 
14,1  "XGA  display 
128MB  SDRAM 
30GB  hard  drive 

Ultrabay  2000  8X  max  DVD-ROM 

Integrated  Ethernet  and  modem 

^'i'i  Integrated  80211b  Wireless  LAN  PC  Card 

NEW!  Microsoft  Windows  XP  Professional 

Mediamatics  DVD  Express 

Lotus  SmartSuite  Millennium  license 

3,5-hr  Li-Ion  battery  •  4,6  lbs,  travel  weight 

3-year/1-year  battery  limited  warranty 


$ 


3,129 


NavCode 


26478NU-M304 
SuccessLease  for  Small  Business  $104/MO.,  36  MOS. 


ThinkPad  Dock 

(Part  #263120U)  $529 

ThinkPad  SuperDisk  (LS-240)  Ultrabay  2000  Drive 

(Part  #08K9616)  $289 


Direct 
To  You 


J  ^  Look  for  this  symbol  to  quickly  find 
1  i  wireless-enabled  IBM  systems. 


D 


Call  toll  free  1  866  723-4964  or 

Click  www. ibm.com/smallbusiness/M304 

to  buy  direct,  locate  an  IBM  reseller  or  for  more  information. 

NavCode  Get  the  latest  pricing  and  information  fast.  Use  NavCode  on  the  phone  or  on  the  Web 


n  Ultrabay  2000.  if  applicable;  weight  may  vary  due  to  venijor  components,  manufacturing  process  and  options,  *For  a  copy  of  IBM's  Statement  of  Limited  Warranty,  call  1  800  772-2227,  Telephone  support  may 
additional  charges,  'Pnces  do  not  Include  tax  or  shipping  and  are  subject  to  change  without  notice.  Reseller  prices  may  vary  '"SuccessLease  is  offered  by  third-party  providers  of  business  financing  approved 
il  Financing,  SuccessLease  terms  and  conditions  provided  by  the  third  party.  Featured  monthly  lease  payments  include  prespecified  purchase  option  at  end  of  lease,  to  qualified  business  customers  only, 
ie  US.  Documentation  tee  and  first  month's  payment  due  at  lease  signing;  taxes  are  additional.  Offer  may  be  withdrawn  or  changed  without  notice.  Options  cannot  be  leased  separately  "With  Intel  SpeedStep, 
Bed  may  be  reduced  to  conserve  battery  power.  "IBM  does  not  manufacture,  warrant  or  support  this  product;  IBIVI  logos  and  trademarks  used  under  license.  Contact  IBM  for  details.  All  offers  subject  to 
iM  reserves  the  right  to  alter  product  offerings  and  specifications  at  any  time,  without  notice.  IBM  cannot  be  responsible  for  photographic  or  typographic  errors.  IBM  makes  no  representations  or  warranties 
■d-party  products  or  services.  SuccessLease  and  all  IBM  product  names  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation.  Lotus  and  SmartSuite  are  registered 
f  Lotus  Development  Corporation,  an  IBM  company  Intel,  Intel  Inside,  the  Intel  Inside  logo  and  Pentium  are  registered  trademarks  and  Celeron  and  SpeedStep  are  trademarks  of  Intel  Corporation  or  its 
n  the  United  States  and  other  countries.  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of 
1  IBM  Corp  All  rights  reserved. 


SITE  LINES 


No  More  Monkey 
Business? 

Shortly  after  I  joined  Forbes 
17  years  ago,  we  published 
the  attention-grabbing  cover 
you  see  here.  "These  Days 
Everyone's  A  Financial  Plan- 
ner" was  the  cover  line. 
Nearly  two  decades  later  we 
could  easily  run  a  cover  that 
says,  "These  Days  Everyone 
Needs  a  Financial  Planner." 
Many  of  us,  lured  by  the 
the  ease  and  excitement  of  managing  our  finances  online,  are 
now  wondering  whether  there  will  be  enough  left  at  retire- 
ment. The  fact  is,  busy  people  need  financial  advice.  We  ran 
the  cover  in  1984  to  warn  readers  that  not  all  financial  plan- 


W 


II 


ners  know  what  they  are  doing.  That  advice  still  holds.  Bu 
times  and  technology  have  changed,  and  as  Associate  Edito 
Dolly  Setton  explains  in  "Plugged-in  Planners"  on  page  8 
new  Web-enabled  software  platforms  are  giving  advisers  so 
phisticated  tools  that  make  them  more  efficient  and  actual!; 
lower  the  risk  of  making  dumb  mistakes  with  your  money. 

Your  Online  Home  Front 

Just  as  people  became  glued  to  cable  TV  during  the  Gulf  wai 
they  have  turned  to  the  Web  for  connecting,  coping  an< 
keeping  informed  since  Sept.  1 1.  We've  included  in  our  cov 
erage  the  best  sites  for  War  Intelligence,  Coping  with  Traum. 
and,  finally,  for  the  financially  stressed,  401  (k)  Advice 
Reviews  start  on  page  19. 


EDITOR 
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A  Second  Opinion 


James  W.  Michaels,  Forbes  Editor  Emeritus 

Investors  need  guidance  from  people  who  don't 
profit  from  selling  securities.  Take  a  look  at  invest- 
ment newsletters.  Some  of  them  have  great  records, 
some  mediocre,  some  lousy. 
So  we've  launched  a  section 
on  Forbes.com  to  monitor 
this  business.  Each  week  we'll 
interview  advisers,  discuss 
their  picks  and  show  you  the 
stock  charts  they  favor.  We'll 
help  you  separate  the  winners 
from  the  losers.  Even  if  you 
love  your  broker,  you  ought 
to  have  a  second  opinion. 


Best  of  The  Web 


For  reviews  of  3,200 
}  consumer  sites  in  200 
categories  and  600 
business-to-business 
company  profiles,  log  on 
to  www.forbesbest.com. 


inbo: 


Dear  Editors: 

We  were  outraged  that  you  single 
out  Nutritioninstitute.com  as  yoi 
example  of  medical  sites  containir 
"incomplete  or  misleading"  info 
mation.  Your  assessment  is  based  o 
information  that  itself  is  misleadin 

Your  first  criticism  is  viruse 
not  bacteria,  cause  most  ear  infei 
tions.  However,  while  researche 
debate  virus'  role  in  causing  ear  ir 
fections,  the  vast  body  of  researcl 
and  the  standard  viewpoint,  is  th 
bacteria  are  critical  in  causing  e. 
infections.  Antibiotics  have  been  t 
"cornerstone"  of  treatment. 

You  also  state  nystatin,  recon 
mended  in  our  Web  site,  can  have  tl- 
potential  side-effect  of  Stevens- loh* 
son  syndrome,  a  rare,  severe  skin  di 
order.  "Rare"  is  one  reported  cas 
The  risk  of  developing  this  is  so  r 
mote  that  the  medication's  majc 
manufacturers  do  not  include  it  as. 
possible  adverse  reaction.  Forbes  fai 
to  mention  that  Stevens- Johnson  s>i 
drome  is  more  often  associated  wii 
antibiotics  used  to  treat  ear  infection 

We  recognize  differences  < 
opinion  exist  about  medical  trea 
ment.  The  Web,  including  our  sit 
provides  a  tremendous  resource  f« 
finding  alternative  therapies.  S« 
our  detailed  response  at  www.nutr 
tioninstitute.com/forbes.html. 

Bruce  Semon,  M.D.,  Ph.D. 

Wisconsin  Institute  of  Nutrition 
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Perspectives  By  James  W.  Michaels 


A  Business,  Not  a  Religion 


R 


EGARDLESS  OF  THE  SLUMP  IN  THE  REST  OF  THE 
economy,  Web  traffic  is  booming.  According  to 
iNielsen/NetRatings,  online  shopping  in  13  e-commerce 
categories  will  rise  an  impressive  43%  this  holiday  season. 
That's  explosive  growth. 

In  September  nearly  39  million  people  patronized  the 
Great  Virtual  Mall.  That's  up  25%  over  the  same  month 
last  year.  Since  the  first  anthrax  case  erupted,  there  has 
been  a  20%  increase  in  people  paying  bills  electronically, 
according  to  Gartner  analysts.  Here's  a  safe  prediction: 
Most  of  the  first-timers,  having  experienced  the  conve- 
nience of  paying  bills  online,  will  stay  online. 

To  be  sure,  e-commerce  numbers  are  still  small  in  rela- 
tion to  the  overall  economy.  Web  buying  of  apparel,  as  mea- 
sured by  Nielsen/NetRatings,  represented  only  about  four 

cents  on  every  buck  Ameri-   

cans  spent  on  their  wardrobes 
in  September.  But  that  rein- 
forces my  point:  From  so  low 
a  base,  Web  spending  can 
grow  at  its  current  blistering 
pace  for  years. 

The  potential  for  explosive 
growth  of  e-commerce  is 
there:  As  of  Sept.  30,  accord- 
ing to  IDC,  153  million  Ameri- 
cans were  already  Web  con- 
nected. Globally,  IDC  puts  the 
number  of  Web  users  at  nearly 
a  half-billion,  a  32%  gain 
over  2000. 

I'm  not  predicting — as 
some  folks  were  doing  as 
recently  as  last  year — that 
grass  will  grow  in  the  parking  lots  of  malls.  That  was  hype. 
New  technologies  usually  supplement  rather  than  supplant 
older  technologies.  TV  didn't  crush  radio.  Airplanes  didn't 
put  trucks  and  railroads  out  of  business. 

The  hype  about  high  tech  was  silly,  but  the  phenomenon 
that  inspired  the  hype  was  genuine.  So  why  are  tech  stocks 
still  way  down  and  dot-com  stocks  almost  obliterated?  The 
answer  is  that  as  a  people  we  don't  learn  from  history. 
(When  Americans  say  someone  is  history,  we  don't  mean  it 
as  a  compliment.)  If  we  did  pay  more  attention  to  the 
past,  we  never  vs^ould  have  gone  tech-stock  crazy  in  the 
first  place. 

We  have  been  through  technology  revolutions  many 
times  before  and  always  with  the  same  result:  Overexuber- 
ance  breeds  overinvestment.  Go  back  no  farther  than  the 
late  1960s  when  pre-PC  computers  were  transforming  busi- 
ness and  society.  Think  of  the  pioneering  companies:  Digital 
Equipment,  Data  General,  Control  Data,  Sperry  Rand, 
RCA.  All  gone  or  swallowed  up.  IBM  survived  and  flour- 
ished, but  even  IBM  failed  to  outperform  the  stock  market 
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The  hype  about 
high  tech  was 
silly,  but  the 
phenomenon 
that  inspired  it 


was  genuine. 


over  decades.  GE  got  intc 
the  computer  business,  bui 
being  the  smart  company 
that  it  is,  it  soon  realized  ii 
could  do  better  by  usinj. 
computers  rather  than  by 
making  and  selling  tht 
machines.  GE  became  ont 
of  our  best-performinj. 
blue-chip  stocks. 

Technology  eventually 
becomes  a  commodity  anc 
its  benefits  get  diffusec 
through  the  economy  t< 
the  ultimate  benefit  of  con 
sumers  and  business  ir 
general.  It  spurs  innova 
tion  in  the  older  industries 
It  was  that  way  with  mov 
able  type,  steam  engines,  railroads,  autos,  TV,  computers — 
and  now  with  the  Internet.  Change  creates  wealth,  bui 
change  also  destroys  wealth.  As  much  money  was  lost  ir 
pursuit  of  the  "next  Intel"  as  was  made  by  early  investors  ir 
the  real  Intel. 

The  great  technology  companies  that  rose  in  the  1980s 
and  early  1990s — the  Microsofts,  Intels,  Dells  and  AOLs — 
are  mature  businesses  now.  They  will  grow  with  the  econ- 
omy and  maybe  a  tad  more,  but  are  no  longer  entitled  tc 
premium  multiples.  Cisco's  sales  slide  may  have  bottomed, 
but  hitting  bottom  isn't  the  same  thing  as  delivering  consis- 
tent 30%  revenue  growth.  The  semiconductor  folks  are 
predicting  a  nice  recovery  in  their  business  next  year  anc 
healthy  growth  in  2003.  But  guess  what?  Even  in  2003. 
according  to  the  forecast,  chip  revenues  won't  be  back  tc 
2000  levels.  Cisco  and  Intel  are  no  longer  real  growth 
stocks.  Call  them  cyclical/growth  maybe. 

The  caravan  moves  on.  Smart  companies  figure  out  how 
to  use  the  new  technology.  While  many  Web-only  banks 
are  closing  their  virtual  doors,  old-line  Citibank  scores  by 
creating  a  Web  banking  experience  that  BEST  OF  THE  WEE 
thinks  is  the  best  in  the  business  (see  p.  25).  Businesses  thai 
adopt  the  new  technologies  in  imaginative  ways  win  an 
edge  over  their  competitors. 

Virgin  Records  wants  to  market  aging-rocker  Mick  Jag- 
ger  to  the  teenage  and  twenty-something  market.  Accord- 
ingly, says  the  Wall  Street  Journal,  Virgin  is  spending  a 
good  chunk  of  its  promotion  budget  on  the  Web.  Why? 
Because  that's  where  teenagers  and  young  people  congre- 
gate. The  Internet's  not  a  religion — it's  a  business.  Virgin 
Records  gets  it.  Investors  are  just  beginning  to.  P 


James  W.  Michaels  is  Editor  Emeritus  of  FORBES  magazine 
and  Group  VP/Editorial  of  Forbes  Inc.  E-mail  him  at 
jmichaels@forbes.com. 


A  SI'P'^LY  CHAIM  IS  W 
KNOW  THE  PEMAND  CHAIN, 

A  supply  chain  is  built  around  demand.  And  because  demand  can  go  from  overwhelming  to 
underwhelming  in  minutes,  it  can  wreak  havoc.  That's  why  the  mySAP™  Supply  Chain  Management 
solution  integrates  seamlessly  to  handle  the  hazards  of  supply  and  demand.  It  puts  customers  at  the 
center  of  a  networked  supply  chain,  helping  you  anticipate  market  changes  and  fill  orders  faster.  It  also 
allows  for  high  visibility,  so  vendors  and  suppliers  can  work  together  efficiently.  Which  makes  it  the 
only  collaborative  SCM  solution  that  can  turn  a  supply  chain  into  a  profit  center.  For  more  info, 
call  800  872  1727  or  head  to  www.sap.com 


THE  BEST-RUN  E-BUSINESSES  RUN  SAP 


Fed  up  with  e-brokers  and 
chat  rooms?  More  and  more 
people  are  turning  to  financial 
planners.  Luckily,  new  Web- 
enabled  software  is  making 
"i^^^r  them  smarter  and  more 

efficient. 


Bestq/TheWeb 


AT  THE  PEAK  OF  THE  DOT-COM  WEB  STOCK  CRAZE, 
in  September  of  last  year,  Robert  Berkery,  a  41 -year- 
old  sales  director,  got  swept  away.  He  signed  up  with 
Schwab,  logged  on  to  AOL  and  with  his  keyboard  and 
mouse,  made  bets  on  Lucent,  Intel  and  the  IPO  Plus 
Aftermarket  Fund. 
This  was  great  fun.  Each  day  he  sat  at  his  computer  clicking 
his  way  through  screens  and  commentary.  The  fun  turned  to 
panic  and  finally  to  remorse.  With  his  savings  cut  in  half,  Berk- 
ery has  sworn  off  e-trading.  Humbled,  he  realizes  "taking  con- 
trol" of  his  own  finances  wasn't  such  a  hot  idea.  He  started 
looking  for  professional  advice. 

It's  a  familiar  story.  Hundreds  of  thousands  of  e-traders  are 
shell-shocked.  Gone  is  their  glimmering  vision  of  retiring  at  45 
or  owning  their  own  island,  as  the  Barron's  advertisement 
promised.  Euphoria  has  given  way  to  despair.  The  Employee 
Benefit  Research  Institute  reports  that  only  63%  of  Americans 
believe  they  will  have  enough  funds  for  retirement,  down  from 
72%  in  2000. 

Now  in  a  more  sober  mood,  millions  of  Americans  have 
come  to  understand  that  they  need  more  serious  advice  than 


BY  DOLLY  SETTON 


what  they  get  from  the  chatterheads  on  CNBC  or  CNNfn.  Sud- 
denly, setting  up  an  estate  plan  or  a  systematic  college  savings 
program  is  a  top  priority  for  them.  But  where  to  go  for  advice? 

If  you  are  satisfied  with  a  fairly  simplistic  approach,  you  can 
log  on  to  financial  Web  sites,  like  MSN  MoneyCentral,  Quicken 
or  Motley  Fool.  There's  no  hand-holding  or  allowance  for  ex- 
traordinary circumstances,  but  any  of  these  can  help  you  orga- 
nize your  finances. 

It  you  want  more,  you  have  a  choice  of  nearly  20,000  inde- 
pendent financial  advisers  in  the  U.S.  Americans  have  entrusted  a 
staggering  $2  trillion  in  assets  to  this  trade.  Unfortunately,  it  does 
not  require  much  training  to  hang  out  a  financial-planning  shin- 
gle. However,  providing  the  planner  you  choose  uses  a  good  soft- 
ware package,  you  can  count  on  getting  fairly  competent  advice. 
It's  a  good  idea,  though,  to  find  out  whether  he  or  she  has  at  least 
passed  the  Certified  Financial  Planner's  CFP  exam  (see  box,  p.  11). 

Good  planners  are  supposed  to  look  at  your  total  financial 
picture,  estate  and  tax  planning,  life  insurance,  retirement  and 
college-savings  accounts.  This  is  pretty  complex  stuff  and  vanes 
radically  from  individual  to  individual.  That's  why  most  good 
planners  rely  on  software — just  as  the  best  accountants  do. 
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The  newest  software,  accessible  to 
;m  via  the  Web,  takes  into  account  a 
de  array  of  variables,  from  interest-rate 
mmptions  to  the  tax  impact  of  chang- 
;  your  state  residency. 

It  incorporates  real-time  information 
)m  your  various  accounts.  With  this  in- 
rmation,  it  applies  intricate  modeling 
□grams  to  figure  an  optimal  allocation 
assets  according  to  your  priorities  and 
k  tolerance.  The  software  can  then  run 
/lonte  Carlo"  simulations  and  tell  you 
i  likelihood  of  meeting  your  goals.  The 
ength  of  the  software  has  taken  some 
the  risk  out  of  dealing  with  an  adviser. 

Harold  Evensky,  59,  of  Coral  Gables, 
1. -based  Evensky,  Brown  &  Katz,  has 
en  a  financial  planner  for  three  decades, 
i  recently  refitted  his  conference  room 
th  a  wide-screen  NEC  monitor.  Using 
i  wireless  keyboard  and  mouse,  Even- 
y  leads  his  clients  through  dozens  of 
lat-if  scenarios,  colorfully  illustrated 
th  interactive  charts. 

"In  the  past,"  says  Evensky,  "we'd 
id  out  what  money  the  client  had,  their 
:ome,  retirement  goals,  and  then  put  it 
the  dumper  and  come  up  with  20  pages 

tables  and  pictures.  God  forbid  we 
ide  a  mistake,  it  would  take  us  15  min- 
:s  to  go  downstairs  and  rerun  the  whole 
ing  and  print  it  out.  And  there  was  no 
:eractivity  with  the  client." 

The  programs  currently  used  by  plan- 
ts are  capable  of  drilling  into  the 
inute  details  of  your  financial  profile, 
ow  much  of  your  money  is  in  a  stan- 
ird  IRA  versus  a  Roth  IRA  versus  a 
II (k)?  Or  between  tax-deferred  annu- 
es  and  qualified  IRAs?  Are  your  fund 
)ldings  experiencing  too  much  drift, 
)m  growth  to  value?  The  software  will 
;rt  your  adviser  in  seconds. 

Listen  to  Betsy  Billard,  41,  an  inde- 
ndent  adviser  affiliated  with  American 
cpress  Financial  Advisors.  "I  had  a 
ent  in  her  50s  come  in  who  had  worked 
r  Time  Warner  for  over  20  years.  After 
e  merger  with  AOL,  this  woman  was  of- 
red  a  retirement  package.  Should  she 
ke  it?  Would  she  be  able  to  retire  com- 
rtably  on  the  package  plus  her  other  re- 
urces?  She  had  done  a  great  job  saving 
her  401  (k)." 

Billard  says  her  computer  spit  out  the 
iswer  in  minutes.  Yes,  the  woman  was 

good  shape  financially.  "I  could  show 
r  literally  year  by  year  what  her  ex- 
tnses  looked  like,  and  where  she  would 

when  she  left,  projected  out  until  she 
is  90.  I  assured  her  she  would  be  fine  if 


she  took  the  package." 

Billard  and  11,000  other  Amex  reps 
use  a  financial  planning  platform  pro- 
vided by  a  Chicago-based  company  called 
EnvestnetPMC  that  sells  its  services  to  in- 
dependent financial-planning  firms. 

Envestnet  is  a  Turnkey  Asset  Manage- 
ment Program  (TAMP).  It  is  capable  of 
handling  everything  an  independent  finan- 
cial adviser  needs:  client  profiling,  asset  al- 
location, portfolio  accounting,  trading, 
performance  reporting  and  billing. 

This  system  will  even  create  a  person- 
alized Web  site  for  the  planner.  It  also  han- 
dles client  portfolio  rebalancing,  quarterly 
statements  and  year-end  tax  reporting. 

A  key  aspect  of  Envestnet  is  that  it 
identifies  for  the  user  appropriate  private 
money  managers  for  client  funds.  Unlike 
mutual  funds,  these  money  managers  will 
specifically  tailor  the  client's  portfolio  to 
his  tax  and  investment  needs.  For  exam- 
ple, it  might  assign  30%  of  a  client's  as- 


sets to  Ariel  Capital  Management  for 
small-cap  value  stocks,  30%  to  Lazard 
Asset  Management  for  international 
stocks  and  40%  to  Holt-Smith  &c  Yates 
for  large-cap  growth.  Envestnet  selects  the 
managers  based  on  their  risk-adjusted  re- 
turns and  investment  style  adherence. 

For  a  client  evaluation,  Envestnet 
charges  the  planner  from  30  to  50  basis 
points  of  the  assets  being  evaluated — 
with  a  minimum  fee  of  $500.  The  plan- 
ners absorb  the  charge  out  of  their 
charges,  which  typically  cost  clients 
about  1.25%  of  assets.  (A  basis  point  is 
1/lOOth  of  1%;  thus  50  basis  points 
works  out  to  $5  for  every  $1,000  under 
management.) 

Envestnet  is  only  one  of  57  firms 
vying  for  position  in  the  TAMP  market, 
says  Tiburon  Strategic  Advisors.  The 
business  of  supplying  these  services  to  in- 
dependent planners  is  so  promising  that 
Fidelity,    Morningstar    and  Charles 
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cHoosiNGAnNANCIAL  PLANNER 

Certified  Financial  Planner  Board  of  Standards 

www.cfp-board.org 

This  site  mostly  exists  as  a  resource  to  financial 
planners  and  those  seeking  the  rigorous 
Certified  Financial  Planner  designation,  but  a 
consumer  section  is  useful  for  those  looking  to 
pick  an  adviser.  Besides  a  list  of  ten  questions 
you  should  ask  your  planner,  there  is  a  search 
engine  that  will  verify  whether  the  adviser  is  a 
CFP  and  a  list  of  advisers  who  have  been  disciplined  for  improper  behavior. 

By  the  way,  to  test  whether  you  are  qualified  to  manage  your  finances  by  yourself, 
try  the  sample  CFP  exam. 

The  Financial  Planning  Association 

www.fpanet.org 

Aimed  at  the  29,000  financial  planning  professionals  who  belong  to  this  Denver- 
based  outfit,  there  is  still  plenty  of  information  here  for  individuals  seeking  advice. 
Download  a  PDF  brochure  on  choosing  a  planner  and  then  type  in  your  zip  code. 
You  will  get  back  a  list  of  CFPs.  Some  planners  post  detailed  background 
information,  including  a  complete  list  of  their  fees. 

National  Association  of  Personal  Financial  Advisors 

www.napfa.org 

Fee-only  financial  planners  must  have  a 
bachelor's  degree,  three  years  planning 
experience  and  are  forbidden  to  make 
commissions  from  selling  the  products  they 
recommend  to  you.  The  ones  listed  here  meet 
these  requirements.  They  charge  a  flat  hourly 
fee  or  a  sliding  fee  based  on  assets.  If  you  fill  out 
a  short  online  form,  the  site  will  e-mail  you  a 
list  of  such  fee-only  planners  in  your  area.  — Kerry  Hannon 
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Schwab  are  moving  rapidly  into 
the  business. 

Envestnetl'MC  was  founded 
in  1999  by  Judson  Bergman,  a 
44-year-old  former  managing  di- 
rector of  Nuveen  Mutual  Funds. 
He  realized  that  independent 
planners  needed  sophisticated 
planning  tools  and  better  access 
to  private  money  managers. 

Envestnet's  "open  architec- 
ture," Web-based  platform  is  a 
collection  of  the  best  applica- 
tions in  various  disciplines.  In 
client  management  it  uses  CRM- 
leader  Siebel  Systems.  In  finan- 
cial planning  it  has  partnered 
with  Financeware.com.  For  real- 
time aggregation  of  clients'  vari- 
ous external  accounts  and  port- 
folio tracking,  Envestnet  has 
developed  its  own  software 
called  Python. 

Thanks  to  its  merger  with  Denver- 
based  Private  Management  Consultants, 
Envestnet  connects  to  85  private  account 
managers — each  with  a  different  style  to 
meet  a  particular  need.  "Our  platform  is 
configurable  and  brandable  for  anyone 
from  a  one-person  shop  to  a  firm  with 
thousands  of  advisers,"  says  Envestnet 
Chief  Executive  Bergman. 

Planner  Evensky  uses  Envestnet  for 
picking  money  managers.  But  he  picks  a 
different  Web-based  program  called  Mon- 
eyGuidePro  for  financial  planning. 

"I  use  MoneyGuidePro"  he  says,  "be- 
cause I  can  manipulate  things  on  the  fly 
with  the  client.  My  clients  or  their  attor- 
ney, for  example,  can  change  things  from 
their  computers  and  see  what  happens 


CFP  Harold  Evensky  inv 
for  a  test  dij 
and  wire 


I  clients 
with  his 

I  mouse. 


when  they  take  on  more  risk."  Says  Even- 
sky. "Or  if  the  clients  are  out  of  town  we 
can  still  meet  with  them  via  the  Web." 

Some  of  this  software  is  extremely  so- 
phisticated. A  client  might  want  to  retire 
on  living  expenses  of  $100,000  a  year, 
with  a  second  goal  of  purchasing  a  vaca- 
tion home  for  $500,000.  The  planner 
would  input  these  goals  and  run  the  pro- 
gram to  find  that  the  client  had  a  100% 
chance  of  achieving  the  first  goal,  but 
only  a  70%  chance  with  the  second. 
Then  the  planner  would  run  through 
what-if  scenarios  to  increase  the  proba- 
bility of  getting  that  vacation  home  from 
70%  up  to  100%.  That  might  require 
shifting  more  assets  into  growth  stocks 
from  bonds,  working  an  extra  year,  or 


™"STAMPEDE 

As  investors  seek  fee-based  advice  from  independent  advisors,  these  Turnkey  Asset  Management  Programs  are 
sucking  in  assets.  Technology  is  an  important  part  of  their  pitch. 

FIRM                                         SPFCIAITY                                                A<i<iFTK  fHhin 

SEI 

Sales  process 

$26.0 

Lockwood 

Father  of  separate  accounts 

8.7 

Frank  Russell 

Multimanager  selection 

7.5 

EnvestnetPMC 

Leading-edge  technology 

5.9 

Brinker 

Life-insurance  industry 

3.0 

Vista 

Broker/dealer  programs 

2.8 

Fundquest 

Private-label  mutual  funds 

2.5 

Advest 

Life-insurance  industry 

2.0 

RTE  ^^mni, 

Market  timing 

2.0 

Centurion 

Downside-protection  product 

1.9 

Source:  Tiburon  Strategic 

Advisors,  LLC. 

spendmg  less  m  retirement. 

Virginia-based  ASP  Financewarc  h 
designed  tools  that  figure  the  trade-ot 
for  different  risk  levels.  One  user  is  O 
ange  County,  Calif,  planner  Thomas  < 
Scott.  "Financeware,"  Scott  says,  "shov 
how  the  zigs  and  zags  in  the  market  cou 
affect  your  return." 

For  example,  what  happens  to  your  r 
tirement  plans  if  the  stock  market  is  dov 
30%  the  year  you  turn  65?  A  client  wis 
ing  to  hedge  against  that  possibility  mig 
want  to  configure  her  assets  differentK'. 

Or,  says  Scott,  "I  have  some  clien 
with  70%  in  fixed  income.  I  might  pit 
in  the  numbers  and  show  them  that  basi 
on  market  history  going  back  to  192 
the  chances  of  achieving  their  goal  is  on 
60%  with  such  a  conservative  investme 
posture.  Then  I  might  run  the  numbe 
and  show  that  by  increasing  the  propc: 
tion  of  equity  to  50%,  their  chances 
succeeding  increase  to  90%." 

Of  course  software  by  itself  wor 
protect  an  investor  against  an  incomp 
tent  or  dishonest  adviser.  Nor  will  it  pr 
tect  you  from  your  own  folly.  "The  s 
phisticated  Web  tools  are  great,"  says  Jc 
Bruckenstien,  a  Miramar,  Fla.  advise 
"But  the  most  important  thing  we  do 
keep  our  clients  from  making  silly  mi 
takes  with  their  money.  It's  about  behai 
ior  modification  and  that's  a  hums 
thing,  not  a  technolog}'  thing." 

That's  what  a  lot  of  people  forg' 
when  they  blew  their  hard-earned  asse 
doing  momentum  trading  with  hot  tec 
nology  stocks. 
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difficult  markets,  smart 
ock  pickers  prevail. 
3re\re  five  online  mavens 
riving  in  adversity. 


Brandon  Coyette  is  pitGhing 
'ibatoniMlvtocks  to  his 
chatrooni  followers. 


BY  ADAM  LEITZES  AND  JOSHUA  SOLAN,  WITH  BEN  BERENTSON 


BRANDON  GQYETTE 


een  Name:  Wallstarb 
i:  www.FinancialChat.com 
ation:  Nashua,  N.H. 

yette  is  the  ringleader  of  Financial 
at,  home  to  the  ActiveTrader  chat 
>m.  He  oversees  a  diverse  and  occa- 
nally  rowdy  group,  and  actively  par- 
pates  in  the  never-ending  discussions, 
only  have  one  pair  of  eyes,"  says 
yette.  "But  with  1,000  other  pairs  of 
s  looking  at  every  conceivable  stock, 
vs  service  and  media  outlet,  it  is  very 
lorn  that  we  as  a  group  do  not  know 
y  a  stock  is  moving.  More  impor- 
t,  we  often  know  why  a  stock  should 
ve  before  it  moves." 
Goyette,  31,  trained  at  Goldman 
hs  as  a  stock  analyst  and  then  did 
^d-income  arbitrage  for  hedge  fund 
riner  Investment  Group  before  start- 
.  his  own  hedge  fund.  Delta  Invest- 
nt  Group,  in  January  2000.  So  far 
i  year  his  fund  is  up  95%.  His  invest- 
cit  philosophy  is  "to  be  where  others 
not."  He  attempts  to  uncover  small- 
diamonds  in  the  rough  before  any- 
■  on  Wall  Street  takes  notice.  A  com- 
er science  and  finance  graduate  of 
isselaer      Polytechnic  Institute, 


Goyette  focuses  on  small  tech  compa- 
nies and  insists  that  they  have  sound 
financials.  He  places  a  particular 
emphasis  on  companies  with  high  cash 
and  low  debt.  He  wants  to  ensure  that 
his  investments  have  enough  capital  and 
financial  flexibility  to  tide  them  through 
the  many  months  it  can  take  before 
Wall  Street  begins  to  pay  attention. 

These  days  Goyette's  investment 
approach  has  him  focusing  on  nanotech- 
nology,  the  science  of  manufacturing 
devices  at  the  subatomic  level.  "Nan- 
otechnology,  while  still  in  its  infancy, 
holds  the  promise  to  revolutionize  many 
different  aspects  of  our  economy  and 
civilization,"  says  Goyette. 

Favorite  Stocks:  Nanophase  Tech- 
nologies (NANX)  and  Nanogen  (NGEN) 
as  pure  plays  in  the  nanotechnology 
space.  Says  Goyette,  "Once  the  average 
person  has  heard  of  nanotechnology, 
everyone  will  be  scrambling  for  these 
types  of  stocks." 

 VAUGHN  OKUMURA 

Site:  www.VTOReport.com 
Location:  Pearl  City,  Hawaii 

At  36,  Vaughn  Okumura,  CPA,  is  retired 
and  living  in  Hawaii.  His  story  is  the  same 


as  many  successful  individual  investors:  a 
few  hard  knocks  at  the  start,  "visions  of 
losing  it  all"  as  a  stock  account  balance 
was  depleted  and  a  final,  miraculous  re- 
covery. Okumura  says  his  holdings  went 
from  $35,000  to  $7,000  to  $2  million 
after  taxes  in  a  matter  of  ten  years. 

He  started  his  site,  VTO  Report,  in 
1998  to  satisfy  his  passion  for  stock 
investing  and  to  teach  others  his  technical 
analysis  techniques.  Fundamentals?  "It's 
like  driving  forward  by  looking  in  the 
rearview  mirror,"  he  says.  On  the  other 
hand,  "the  chart  of  a  stock  will  give  you 
clues  as  to  how  a  particular  company  is 
operating  long  before  it  reports  its 
earnings." 

Okumura 's  most  successful  strategy 
outlined  on  the  site  is  his  short-term 
trades  of  the  Nasdaq  100  index.  Up  10% 
year-to-date  and  184%  since  1997,  the 
portfolio  uses  a  simple  relative  strength 
indicator  to  determine  when  the  market 
is  overbought  and  oversold.  His  site's 
"smooth"  stocks  are  consistent  winners 
over  many  years.  "Most  investors  buy 
stocks  in  a  downtrend  thinking  they've 
uncovered  a  bargain,"  he  cautions.  "But 
in  most  cases,  they  end  up  with  a 
portfolio  of  clunkers." 

Favorite  Stocks:  Harley-Davidson 
(HDI),  Stryker  (SYK)  and  Sysco  (SYY). 
"All  three  have  been  in  nonvolatile 
uptrends  over  the  last  15  years." 

 PETER  SUZMAN 

Site:  www.Siliconlnvestor.com 
Location:  Newton,  Mass. 

As  a  Harvard  Law  graduate  and  the 
founder  of  a  company  that  constructs 
and  administers  stock-option  plans  for 
public  companies,  Peter  Suzman  is  not 
your  typical  Internet  message  board 
participant.  He's  also  not  your  typical 
biotech  stock  expert.  Suzman  has 
emerged  as  a  leader  on  community- 
investment  site  Silicon  Investor,  where 
he  has  contributed  thousands  of  mes- 
sages on  the  subject  of  biotechnology. 
Says  Suzman,  "This  is  the  century  when 
many,  if  not  most,  common  diseases 
will  be  cured  or  controlled." 

Biotech  is  perfectly  suited  to  Suz- 
man's  long-term  buy-and-hold  strategy. 
"One  unusual  aspect  of  the  drug  indus- 
try is  that  things  happen  very  slowly,  so 
you  can  analyze  many  years  ahead," 
explains  Suzman.  "One  knows  the  uni- 
verse of  new  drugs  that  might  be 
approved  over  the  next  five  years,  and 
also  when  every  existing  drug  is  going 
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off  patent."  Of 
course,  many  biotech 
stocks  plummet  when 
drugs  they  are  backing  1  ^-3. 
fail.  Suzman  alleviates  Sf* 
the  impact  of  such 
occurrences    with  n 

diversified  portfolio  of   1     '  ■ 

biotech  stocks. 

With  more  than  90%  of  his  portfolio 
invested  in  biotech,  Suzman  devotes 
hours  to  reading  annual  and  quarterly 
reports  of  biotech  companies,  health 
care  conference  proceedings,  medical 
journal  articles  and  clinical  trial  results. 
He  also  utilizes  Silicon  Investor  to  query 
industry  scientists,  all  of  whom  disguise 
their  identities  with  pseudonyms.  Suz- 
man claims  his  strategy  has  generated 
annual  returns  in  excess  of  60%  in 
1998,  1999  and  2000.  This  year,  how- 
ever, Suzman  is  down  10%  so  far. 

Favorite  Stocks:  Sepracor  (SEPR). 
"The  best  short-  and  medium-term 
pipeline  in  biotech.  SEPR  makes  patented 
improvements  in  existing  drugs,  which 
is  a  lot  less  risky  than  developing  brand- 
new  drugs."  He  also  likes  Intermune 
(ITMN)  and  Aviron  (AVIR). 

 BILL  GINSBERG 

Screen  Name:  shortboy 
Site;  www.shortboy.com 
Location:  New  York,  N.Y. 

Bill  Ginsberg  requested  that  his  picture 
not  be  included  with  this  article  and  you 
won't  find  much  about  his  background 
on  his  site.  As  a  short-seller  Ginsberg  is 
fearful  of  being  labeled  a  bad  guy  or 
somehow  as  unpatriotic  because  he  ben- 
efits when  stock  prices  go  down. 

In   1996,  after  dropping  out  of 


Columbia  Business 
School  and  trying  his 
hand  at  trading 
options  on  the  floor 
of  the  American 
Stock  Exchange, 
Ginsberg  decided  to 
start  trading  his  own 
capital.  'At  first  he  thought  his  76% 
return  from  short-selling  in  a  strong  bull 
market  was  a  fluke.  But  his  49%  return 
in  1997  and  40%  return  in  1998  con- 
vinced Ginsberg  that  he  was  good  at 
identifying  peaks  of  major  stock  run-ups. 

Ginsberg  took  his  strategy  to  the 
Web  by  launching  Shortboy.com  in 
1999.  At  first,  he  divulged  his  picks  to 
anyone  who  would  listen.  On  July  1, 
2001,  Ginsberg  began  charging  $119 
per  quarter  for  real-time  access  to  his 
picks  (delayed  content  is  still  available 
free  of  charge).  So  far,  more  than  200 
people  have  subscribed  to  the  service. 

Ginsberg's  approach  is  simple:  short 
high-cap,  highly  liquid  stocks  whose 
gains  have  been  overextended.  He  fol- 
lows closely  the  bullishness  and  bearish- 
ness  indicator  published  by  Investors 
Intelligence,  which  paints  a  picture  of  the 
market  sentiment  of  investment  advisers. 
When  more  than  55%  of  advisers  indi- 
cate they  are  bullish,  Ginsberg  believes 
the  market  is  due  for  a  fall.  When  bear- 
ishness  outweighs  bullishness,  Ginsberg 
gets  out  of  the  market  because  he  doesn't 
like  to  go  long  on  stocks. 

Favorite  Stocks:  Short,  Kohl's  (KSS) 
and  Laboratory  Corp.  of  America  (LH). 
"Kohl's  has  a  P/E  of  40.  Any  disappoint- 
ment and  it  will  drop  to  30.  LH  has  a  P/E 
ratio  around  37,  and  has  risen  from  a 
price  of  $10  in  three  years." 


JCOIN  FRAVE 


Site:  www.marketocracy.com 
Location:  Bristol,  Pa. 

Thanks  to  the  Fed's  barrage  of  rate  cut 
housing  is  one  of  the  few  remainir 
vibrant  sectors  in  the  economy.  Thai 
been  a  boon  to  Kevin  Fravel's  housin 
stock-heavy  mutual  fund  portfoli 
posted  at  Marketocracy.com.  His  Kev 
D.  Fravel  Fund  is  up  50%  since  tl 
beginning  of  the  year  and  73%  since  i 
inception  in  September  2000.  "Inflati( 
and  interest  rates  are  all  historical 
low,  and  those  are  what  drive  the  horn 
building  industry,"  says  Fravel,  a  3 
year-old  computer  programmer. 

Fravel,  a  devotee  of  Benjamin  Grahai 
screens  for  stocks  on  Multex.com,  looki 
for  ones  that  have  a  price/book  ratio  bek 
1,  a  P/E  ratio  below  10,  positive  reven 
growth  and  increasing  operating  margir 
Fravel  also  goes  to  Morningstar.com 
check  company  ratings,  looking  for  stroi 
financial  stability. 

He  particularly  likes  smaller,  less  we 
known  regional  home  builders,  figurii 
they  are  attractive  takeover  targets  for  t 
bigger  players.  D.R.  Horton's  (Dh 
October  takeover  of  Schuler  Horn 
(SHLR)  gave  Fravel  a  nearly  48%  gain 

Favorite  Stocks:  Dominion  Hom 
(DHOM),  the  largest  homebuilder  in  centi 
Ohio:  "The  company  has  a  more  th 
$210  million  order  backlog.  It's  a  takeov 
target."  Hovanian  Enterprises  (HOV):  ' 
family-run  company.  It's  trading  at 
book  value  of  $12  and  has  a  P/E  of  5." 


Adam  Leitzes  and  Joshua  Solan  are  t 
authors  of  the  soon-to-be-published  Bui 
Bears,  and  Brains:  Investing  with  the  Be 
and  Brightest  of  the  Financial  Internet.  Jo 
Wiley  &  Sons,  $24.95. 
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COMPANY  (ticker) 


INDUSTRY 


RECENT  PRICE 


ADVICE 


Brandon  Goyette 
Vaughn  Okumura 

Peter  Suzman 

Bill  Ginsberg 
Kevin  Fravel 


Nanogen(NGEN) 

Nanophase  Technologies  (NANX) 

Harley-Davidson  (HDI) 

Stryker  (SYK) 

Sysco (SYY) 

Aviron  (AVIR) 

Intermune  (ITMN) 

Sepracor  (SEPR) 

Kohl's  (KSS) 

Laboratory  Corp.  of  America  (LH) 
Dominion  Homes  (DHOM) 

Hovanian  Enterprises  (HOV) 


Scientific  and  technical  instruments 

Industrial  metals  and  minerals 

Recreational  vehicles 

Medical  instruments  and  supplies 

Food  wholesale 

Biotechnology 

Drug  manufacturer 

Generic  drugs 

Department  stores 

Medical  laboratories  and  research 

Residential  construction 

Residential  construction 


5 

47 

55 
25 
33 
41 
47 
61 
81 
12 
13 


Buy 

Buy 
Buy 
Buy 
Buy 
Buy 
Buy 
Buy 
Short 
Short 
Buy 
Buy 
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WEB  MILS 


A HALF-DECADE  INTO 
the  Internet  era, 
highly  touted  Web- 
based  retailers,  like 
imazon,  still  struggle  to 
chieve  profits,  while  others, 
ke  Webvan,  have  been  spec- 
acular  busts.  But  guess  what? 
^^eb  retailing  is  still  growing, 
bough  increasingly  the  gains 

0  to  old-line,  "bricks-and- 
lortar"  retailers. 

None  more  so  than  Recre- 
tional  Equipment  Inc.,  the 
3-year-old  Kent,  Wash.- 
ased  outdoor  clothing  and 
quipment  retailer.  Its  online 
ales  are  growing  twice  as  fast 
s  sales  in  its  busiest  stores. 

Last  year  online  sales  at 
EI.com  and  REIoutlet.com 
staled  $92  million.  That's 
3%  of  REI's  $698  million  in 
)tal  revenues,  and  double  its 
lare  of  revenues  from  1999. 

1  the  first  half  of  2001,  REI's 
Veh  sales  jumped  55%  and 
le  company  reports  that  it 
as  so  far  been  profitable 
very  month  this  year.  Best  of 
11,  those  Internet  gains  were 
ot  at  the  expense  of  its  tradi- 
onal  stores. 

Expanding  via  the  Web 
romises  growth  with  less  in 
ipital  outlay  than  would  be 
;quired  to  open  an  equivalent 
umber  of  new  stores.  This  matters  to  REI,  smce  it  is  a  cooper- 
tive  and,  as  such,  cannot  tap  public  markets  for  capital. 

For  REI,  the  Internet  isn't  a  substitute  for  storefronts  but  a 
ew  sales  channel  that  enhances  the  existing  channels.  Com- 
^ny  research  shows  that  customers  who  began  shopping  on 
EI.com  last  year  spent  24%  more  in  REI's  real-world  stores 
lan  they  had  the  previous  year.  One  reason  may  be  that  REI 
lows  Web  buyers  to  pick  up  or  return  merchandise  in  any  of 
s  59  stores.  Tracking  concentrations  of  online  customers 
;lped  REI  target  new  store  locations,  such  as  one  in  St. 
ouis,  which  opened  in  June. 

REI  mails  out  more  than  30  million  catalogs  each  year  and 
i  heavy-handed  in  encouraging  shoppers  to  order  via  the 
•'eb.  It  pushes  customers  to  use  the  company's  least-expen- 
ve  fulfillment  channel,  not  just  in  its  glossy  catalogs  but  on 
ore  receipts,  signs,  mailers  and  membership  newsletters. 

Chief  Executive  Dennis  Madsen  is  convinced  that  this  multi- 
'onged  marketing  strategy  will  thrive  in  the  post-Sept.  1 1  econ- 


BY  KEN  YAMADA 
omy.  In  a  time  of  tight  bud- 
gets, camping  is  more  af- 
fordable than,  say,  flying  to 
Paris.  Safer,  too,  in  the  pub- 
lic perception.  Not  surpris- 
ingly, REI  has  seen  an  in- 
crease in  sales  of  survival 
supplies,  sleeping  bags, 
flashlights  and  camp  stoves. 

In  a  tight  economy  REI 
has  something  else  going 
for  it.  Members  of  its 
cooperative  account  for 
nearly  80%  of  its  trade.  A 
one-time  payment  of  $15 
makes  a  customer  into  an 
owner,  and  owners  get  a 
rebate  averaging  10%  on 
purchases.  That  helps 
compensate  for  the  rela- 
tively high  prices  REI 
charges  for  merchandise. 

REI's  devoted  climbing 
and  camping  enthusiasts 
tend  to  be  lured  by  prod- 
uct information  that 
includes  detailed  descrip- 
tions, specifications  and 
recommendations.  On  the 
Web,  space  isn't  a  pre- 
mium— information  on  its 
78,000  products  is  spread 
over  45,000  Web  pages. 

Using  e-mail  and  its 
site,  the  company  spon- 
sors in-store  educational 
and  service  activities,  such 
as  kayaking  workshops,  adventure  tours  and  mountain-trail 
cleanups,  which  promote  a  sense  of  community  among  its 
shoppers. 

While  growth  via  the  Web  saves  the  capital  cost  of  open- 
ing new  stores,  it  does  not  come  cheap.  REI  is  replacing  its 
current  Web  technology  with  new  technology  based  on  IBM's 
Java-based  Websphere  software.  Joan  Broughton,  REI's  vice 
president  in  charge  of  Web  sales,  says  the  new  solution  will 
allow  REI  to  offer  personalized  information  to  customers  and 
to  develop  targeted  marketing  based  on  purchasing  data  and 
buying  preferences.  The  technology  will  also  help  REI 
strengthen  its  business-to-business  communications  and 
transactions  capabilities  with  suppliers. 

"Internet  retailing  is  no  different  than  bricks-and-mortar 
retailing;  you  continually  have  to  reinvent  your  operations  to 
maintain  the  freshness  and  appeal  that  are  going  to  draw  cus- 
tomers," says  Madsen.  Just  another  way  of  saying  that  tech- 
nology is  a  means,  not  an  end.  F 
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Ovepwn  PDAs 

Pretty  soon  our  homes  and  offices  will  be  equipped  with  wireless  networks.  Microsoft, 
Honeywell  and  others  think  that  wireless  Web  tablets— part  PDA,  part  laptop— will  win 
over  consumers  seeking  a  spare  Internet-access  PC,  as  well  as  businesses  equipping 
their  mobile  employees.  After  experiencing  their  heft,  high  price  and  limited  func- 
tionality, we  think  they  need  to  go  back  to  the  drawing  board.  — Arik  Hesseldahl 


www.honeywell.com 
$1,650 

Winner  for  ease  of  use  in  a  field  of  sorry 
contenders.  It  weighs  less  than  3 
pounds,  comes  with  a  10.4-inch  diago- 
nal screen  and  64  megabytes  of  RAM. 
The  unit  displays  800-by-600  pixels  and 
comes  loaded  with  Microsoft's  Win- 
dows CE  3.0,  which  includes  Internet 
Explorer,  Word  and  Excel.  You  can 
watch  streaming  video  from  CNN.com, 
but  it  will  tax  the  lithium  ion  battery, 
which  lasts  about  five  hours.  A  virtual 
keyboard  is  available  with  the  press  of  a 
button.  But  be  prepared  for  typos.  Typ- 
ing on  a  screen  keyboard  is  nothing  like 
the  real  thing.  Connecting  to  our  in- 
house  wireless  network  was  effortless. 
As  long  as  you  are  within  330  feet  of  an 
access  point,  just  turn  it  on  and  you  can 
access  the  Net  at  up  to  11  megabits  per 
second. 


DT  Research 
WebDT380 

www.dtresearch.com 
$1,185 


We  put  several  pads  on  a 
wheeled  cart  and  pushed  it 
away  from  the  wireless  hub. 

At  40  feet,  the  WehD^  was  the 


first  to  lose  its  connection.  Multiple 
access  transmission  points  are  critical 
with  this  one.  But  it's  sleek  nonetheless. 
It  weighs  just  2.3  pounds,  plus  it  has  a 
smaller  screen — 8.4  inches  diagonally. 
This  unit,  which  is  aimed  primarily  at 
businesses,  comes  loaded  with  thin 
client  software  from  Microsoft  and  Cit- 
rix  Systems.  But  you  may  not  get  much 
work  done — the  lithium  ion  battery 
lasts  only  four  hours. 


Hitachi  Flora  IE  

Soon  to  be  available. 

Already  sold  in  Japan,  this  tablet  will 
soon  be  released  in  the  U.S.  It  weighs 
2.8  pounds, 
is  one-inch 
thick,  and 
comes  with  a 
10.4-inch 
screen.  It  uses 
a  lithium  ion 
battery  that, 
impressively, 
lasts  seven 
hours.  Powered 
by  Transmeta's  Crusoe 
chip,  this  unit  runs  on  the  open- 
source  Linux  operating  system,  so  you 
won't  find  familiar  apps  here.  It  comes 
with  64  megabits  of  flash  memory  and 
has  a  nearly  full-size  on-screen  key- 
board, making  it  easier  to  type  with 
than  others.  Our  biggest  quibble:  When 
we  used  the  stylus  to  hit  a  hyperlink,  the 
unit  either  missed  the  com- 
mand altogether  or  picked  up 
another  nearby  link. 


Airspealc  Flair  Tablet 


www.alrspeak.com 
$1,985 

The  best  thing  about  this 
12.1-inch  horizontally  ori- 
ented screen  isn't  its  size:  It  also 


<3S 


provides  resolution  of  l,024-by-76 
pixels.  A  carrying  handle  on  the  unde 
side  of  the  screen  doubles  as  a  stani 
The  Flair  has  32  megabytes  of  RA 
and  runs  Windows  CE.  It  also  syncl 
with  your  computer.  Create  or  dowi 
load  a  Word  document  on  your  table 
and  the  same  document  will  be  waitir 
for  you  when  you  get  back  to  your  Pi 
There's  no  built-in  wireless  connectic 
so  you  must  choose  a  wireless  inse 
card.  Using  a  Cisco  card  we  had  r 
trouble  getting  it  to  work  with  our  ne 
work.  The  lithium  ion  battery  lasts  l 
to  six  hours. 


ViewSonic 


www.viewsonic.com 
Viewpad  1000,  $1,800 
Viewpad  100,  $1,100 

ViewSonic's  Viewpad  1000  (picture^ 
has  everything  a  laptop  has  except  tl 
keyboard.  It  comes  with  a  10-gigaby 
hard  drive  and  a  10.4-inch  screen, 
weighs  a  hefty  4.3  pounds  and  is  1 
inches  thick.  There  is  a  wireless  ke 
board,  but  with  this  monster  who  wan 
to  carry  something  else  around.'  \> 
liked  the  built-in  camera  for  Web  confe 
encing.  But  the  lithium  ion  battery  las 
only  four  hours.  If  you're  looking  ft 
something  less  bulky,  the  Viewpad  1( 
weighs  in  at  just  2.5  pounds,  comes  wi 
a  10-inch  screen  and  128  megabytes 
RAM.  It  has  handwriting-recognitic 
software  and  ships  with  an 
open  PC  card  slot  so  you 
can  insert  either  a 
Wi-Fi  card  or  wire- 
less modem  card.  To 
get  this  to  work, 
though,  we  needed 
help  from  tech 
support.  Ho\\ 
ever,  the  battery 
lasts  up  to  ten 
hours.  r 
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Surfing  with  the  Bosses 


obert  Turner 


hief    Financial  Officer, 
night  Securities 

ww.harleydavidson.com 

s  not  just  a  motorcycle,  it's  a 
ay  of  life.  Maybe  I'll  be  riding  with 
;ter  Fonda  and  the  Uglies  at  Sturgis 
:xt  year. 

ww.bmwfilms.com 

cciting  short  films  about  fast  cars  and 
ingerous  situations  from  top  directors, 
dvertising  at  its  best. 


tcve  Riggio 


zting  Chief  Executive  Officer, 
irnes  &  Nohle.com 

ww.petetownshend.com 

ining  example  of  an  artist  using  the 
eb  to  connect  directly  to  his  audience, 
te's  diaries  are  a  wonderful  read. 

vw.harmony-central.com/Guitar/tab.html 

age  guitar  tablature  archive.  For  when 
u  just  can't  figure  out  the  chords. 

lichaci  Chasen 

nef  Executive  Officer, 
ackboard  (education) 

vw.snopes.com 

le  urban  legends  page, 
rticularly  useful  since  Sept. 
to  distinguish  facts  from  rumors. 

vw.chronicle.com 

le  leading  education  newspaper  for 
;her  education. 

vw.mtncartoons.com 

y  childhood  friend  is  now  a  car- 
onist,  and  many  of  the  cartoons 
iture  a  guy  with  my  name  and 
aracteristics. 

Congressman  Richard 
Burr  (R-N.c.)  


www.nascar.com 

I  wouldn't  be  a  North 
Carolinian    if    I  didn't 
follow  Nascar. 

www.medicare.gov 

avides  background  and  current 
earch.  In  order  to  write  legislation  to 
)dernize  the  system,  I  have  to 
derstand  it  first. 


EDITED  BY  ERIKA  BROWN 
www.wfu.edu 

Wake  Forest  University  Class  of 
'78.  I  keep  up  with  old  friends  and 
professors  and  get  basketball  scores.  I 
even  watched  the  Class  of  2001 
graduate  on  Web  cam. 

http://thomas.loG.gov 

The  most  popular  site  on  Capitol  Hill. 
It's  the  Library  of  Congress' 
comprehensive  resource  on  current 
legislation. 

Jeffrey  Citron 

Founder,    Former    Chief  / 
Executive  Officer,  Datek 
Online;  Chief  Executive 
Officer,  Vonage  (voice-over 
IP  communications) 

www.federaireserve.gov 

A  must  for  understanding  today's 
economy.  Great  stats  put  out  by  the  Fed. 

www.historychannel.com 

Extraordinary  historical  content.  The 
Day  in  History  page  is  a  great 
conversational  source. 

www.gulfstream.com 

Beautiful  images,  an  inspiration  for 
aviation  lovers. 

Alien  Firsteniicrg  

Chief  Executive  Officer,  Xap  Corp.  (an 
education  Web  site) 

www.ellisislandrecords.org 

American  Family  Immigration  History 
Center.  Information  and  photos  of 
immigrants  who  came  to  Ellis  Island, 
N.Y.,  between  1902  and  1924. 

www.cis.yaie.edu/swahili 

The  Kamusi  project,  a  living  Swahili 
dictionary. 

Congressman  Jeff  Flake 

www.nationaireview.com 

Some  of  the  best  conservative 
commentary   on   the  Net 
Jonah  Goldberg  is  a  hoot. 

www.opinionjournai.com 

Best  editorial  page  in  America 

www.clubforgrowth.com 

A  site  dedicated  to  conservatives  who 


believe  in  less  government,  more 
freedom  and  lower  taxes. 

www.thenewrepublic.com 

It's  always  good  to  know  what  (or  if) 
the  other  side  is  thinking 

Craig  Donato 

Chief    Executive  Officer. 
Grand    Central    (a  Web 
services  network) 

http://water.usgs.gov 

A  great  tool  for  tracking  river  flows, 
'  a  kayaker's  friend. 

www.cowanalexander.com 

Dot-bomb  auctions.  Great  prices  on 
Herman  Miller  Aeron  chairs. 

Steven  Addis  

Chief  Executive  Officer,  Addis  (a  brand 
strategy  and  design  firm) 

www.storyopolis.com 

The  site  of  a  kids'  bookstore  and  art 
gallery  in  Los  Angeles.  You  can 
purchase  hard-to-find  kids'  books  and 
the  original  artwork  created  for  them. 

www.enormicom.com 

A  spoof  on  cookie-cutter  corporate 
naming  over  the  past  several 
years. 

Jack  Kemp  


Former  U.S.  congressman, 
former  vice  presidential 
candidate  (1996) 

www.cfi.ca 

The  official  Site  of  the  Canadian  Foot- 
ball League,  where  my  son  Jimmy  is  a 
quarterback  with  the  Toronto  Argo- 
nauts. 

www.gilder.com 

For  expert  mformation  on  the  latest 
technology  trends  in  the  New  Economy. 

www.tweisel.com 

The    premier    Web    site  for 
I  researching  and  tracking  focused 
'growth  areas  in  the  U.S.  financial 
arena. 

www.firstgov.com 

national  portal  for  all  federal 
government  information.  Good  for 
keeping  up  with  emerging  developments 
in  the  aftermath  of  Sept.  11.  F 
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with  the  FDNY  for  40  years.  |  To  aid  families  of  the  victims  of  the 
Pentagon  tragedy.  |  In  appreciation  from  someone  who  personally 
witnessed  the  bravery  of  the  firefighters.  |  To  help  New  York  area  children  cope  with  the  trauma  of  the  terrorist 
attack.  I  To  support  humanitarian  relief  for  Afghan  refugees.  |  To  fund  scholarships  for  the  children  of  New  York  City 
firemen  who  perished  on  September  11th.  |  To  benefit  a  local  grammar  school  in  memory  of  a  friend  who  died 
at  the  World  Trade  Center.    |    To  provide  veterinary  care  for  the  search  and  recovery  dogs  helping  at  Ground  Zero. 


We  salute  all  the  ways  people  express  their  generosity  through  charitable  giving  in  this  time  of  need. 


www.charitablegift.org 


flfBes 


Since  Sept.  II.  terrorism  and  the  sagging  economy  have  dealt  a  blow  to  our  sense  of  well-being.  Believe  it  or  not,  peering  into 
your  computer  screen  and  logging  on  to  the  Web  can  help  you  cope  with  it  all,  whether  it's  chatting  with  others  online  who  are 
under  emotional  duress,  making  a  charitable  donation,  keeping  up  with  the  news  or  getting  a  grip  on  your  finances.  In  this  issue, 
we  review  140  great  sites  in  22  categories,  ranging  from  40l(k)  Advice  to  Home  Improvement  to  Coping  with  Trauma  to  War 
Intelligence.  We  also  cover  the  best  sites  for  finding  gifts  this  holiday  season.  Our  editors  ranked  sites  according  to  their 
content,  design,  navigation,  speed  and  customization.  Besides  the  sites  reviewed  here,  visit  www.forbesbest.com  for  reviews 
of  more  than  3,200  sites  in  165  categories,  from  Gourmet  Foods  to  Vacation  Homes  to  Fund  Selection  to  Job  Hunting. 


Full-Service  Brokers 

nvestors  are  fleeing  do-it-yourself  brokers  for  old-fashioned  advice.  In 

esponse,  full-service  brokers  and  private-client  firms  have  developed 
ancy  sites  that  give  customers  the  ability  to  trade,  research  and  plan 
)nline,  but  also  the  chance  to  collaborate  with  an  adviser.  —Ben  Berentson 


#ORltE 


fie:  Ben  Berentson  (Forbes) 


jPMofgan  Pnvale  Bank  Accounts' 


JPMorgan  Online 

www.privateclient.jpmorgan.com 

The  gold  standard.  JPMorgan's  Private  Banking  clients,  most  of 
whom  have  investable  assets  over  $10  million,  get  access  to  a 
wealth  of  top-notch  planning  tools.  All  of  your  assets  are  aggre- 
gated, from  your  art  collection  to  your  E-Trade  account.  Want 
to  send  the  kids  to  college,  buy  a  house  in  the  Hamptons  and 
add  to  your  Ferrari  collection?  The  impressive  multigoal  planner 
will  tell  you  your  chances.  Morgan 
will  also  play  portfolio  doctor  and  fix 
your  asset  allocation,  down  to  recom- 
mending which  specific  lots  to  sell 
and  what  to  buy.  Advisers  can  also 
log  in  and  create  an  asset  allocation 
plan  for  you  to  view  online. 
^Best:  The  Monte  Carlo  Simulator  will 
plot  your  wealth  through  retirement. 
^  Worst:  Average  account,  $20  million. 


Assei  Aliocalic 


kGE-Connect 

rww.agedwards.com 

>entury-old  A.G.  Edwards  has  created 
clean,  easy-to-use  site.  Each  client  gets 
home  page  where  your  broker  can 
ost  custom  content.  You  can  access 
etailed  views  of  your  A.G.  Edwards 
ccounts  and  aggregate  your  assets  and 
ther  accounts,  but  you  have  to  enter 
lose  manually.  The  site  also  offers 
dwards'  research  and  real-time  quotes. 


Next  year  it  will  offer  online  stock  and 
option  trading.  Tech  support  staff  was 
friendly  and  knowledgeable. 
^Best:  Market  Monitor  commentary. 
^  Worst:  Simplistic  wealth-projection 
calculators. 

Credit  Suisse  First  Boston 
Private  Client 

www.csfb.com 

CSFB  has  completely  redesigned  its  Pri- 


vate Client  site  (median  account  size: 
$2.5  million).  You  can  now  see  detailed 
views  of  all  your  CSFB  accounts — includ- 
ing asset  allocation  and  earnings  for 
each  account — and  compare  your  port- 
folio to  benchmarks.  CSFB  research 
relating  to  your  portfolio  is  highlighted 
automatically. 

^Best:  Easy  to  navigate.  Also,  full  tax-lot 
reporting  and  projected  cash  flow. 
^  Worst:  There  is  little  online  collaboration— 
the  goal  here  is  to  get  you  and  your  adviser  on 
the  phone. 

Merrill  Lynch  Online 

www.mlol.ml.com 

Merrill  Lynch  Online  shares  many  of  its 
Web  features  with  its  discount  broker 
cousin,  Merrill  Lynch  Direct — that's  not 
really  a  bad  thing.  However,  to  gain 
access  to  ML  Online  you  have  to  have 
an  account  with  a  Merrill  financial 
adviser.  The  site  offers  online  access  to 
Merrill's  expansive  global  research, 
market  updates,  morning  calls,  analyst 
Webcasts,  Focus  1  stock  picks  and  an 
asset  allocation  analyzer.  Unfortunately, 
there's  not  much  in  the  way  of  online 
collaboration  with  your  broker:  the 
e-mail  link  is  difficult  to  find. 
^Best:  Archived  account  information  in 
PDF  format. 
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^  Worst:  Account  information  is  only 
updated  nightly. 

Morgan  Stanley  ClientServ 

www.morganstanley.com 

Top-level  clients  get  access  to  all  of  the 
available  research  (lower-tier  clients  just 
get  access  to  reports  on  stocks  in  their 
portfolios).  The  account,  asset  alloca- 
tion and  quote  information  on 
ClientServ  is  in  real  time.  There  are  also 
plenty  of  Webcasts  of  Morgan's  econo- 
mists and  analysts  reporting  the  latest 
news.  Only  Choice  account  holders  can 
trade  online,  but  this  privilege  will  cost 
you  up  to  2.25%  of  assets  and  an 
account  minimum  of  $50,000.  You  can 
also  view  all  of  your  Morgan  and  non- 
Morgan  accounts  via  Yodlee's  aggrega- 
tion service. 

^Best:  Offers  online  fixed-income  trading. 
^Worst:  Unrealized  gains  and  losses  are 
available,  but  you  have  to  sign  up 
separately. 

Salomon  SmithBarney  Access 

www.salonionsmithbamey.com 

Salomon's  site  is  poorly  organized  and 
hard  to  navigate,  but  it  has  all  of  the 
same  resources  as  its  competitors. 
There's  a  full  plate  of  research  and 
strategy  reports  plus  account  aggrega- 
tion and  fixed-income  trading.  The  site 
offers  wireless  access  and  has  its  own 
internal  e-mail  system  for  collaborating 
with  your  adviser.  There's  not  much  in 
the  way  of  online  planning  tools. 
^Best:  E-mail  correspondence  is  archived. 
►Worst:  Poor  design  and  rudimentary  charts. 

UBS  PaineWebber 

www.ubspainewebber.com 

Although  you  can't  aggregate  your 
accounts  held  outside  UBS  PaineWebber 
here,  the  rest  of  its  site  is  easy  to  navi- 
gate and  offers  plenty  of  inform.ation. 
There  is  UBS  Warburg  research,  real-time 
quotes  and  Webcasts  of  analysts  and 
strategists.  New  research  on  holdings 
are  highlighted  and,  like  other  firms,  you 
can  get  e-mail  alerts.  Preferred  Clients 
(investments  of  $2  million  or  more)  get  a 
special  section  that  has  additional  arti- 
cles, analyst  phone  numbers  and  access 
to  online  portfolio  reports. 
►Best:  Your  adviser  can  post  messages, 
which  appear  when  you  log  in. 
►Worst:  You  must  print  out  and  return 
forms  for  detailed  planning  reports. 


BEYOND  SCREEN  SCRAPING 

Most  online  brokers  currently  m 
offer  their  clients  some  form 
of  account  aggregation,  typically 
through  Redwood  City,  Calif.- 
based  Yodlee,  the  most  popular 
of  the  so-called  screen-scraping 
services  with  more  than  2  million 
users.  Yodlee  keeps  you  from 
having  to  click  around  the  Web 
and  input  passwords  at  every 
site.  It  maintains  all  of  your  Web 


ADVENT  TRUSTtDNETWORK 
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passwords  and  collects  general  data  ranging  from  your  bank  balance  to  your  frequent-flier 
miles  and  aggregates  everything  for  you  on  one  screen  at  the  portal  of  your  choice.  AOL, 
Yahoo,  Fidelity  and  Chase,  for  example,  are  all  Yodlee  clients.  But  what  if  you  want  to  view  un- 
realized gains  and  losses  or  do  tax  planning  by  seeing  individual  tax  lots  across  your  holdings? 

Enter  San  Francisco-based  Advent  Software  [ADVS],  a  $153  million  (revenue)  company 
that  is  best  known  for  professional  financial  planning  software.  Advent  launched  its  Trusted- 
Network  in  March  2000.  Unlike  Yodlee,  TrustedNetwork  is  a  direct  financial  data  aggregator, 
i.e.,  it  takes  each  client's  data  directly  from  the  internal  systems  of  the  financial  institution  it- 
self. It's  more  accurate  because  it  doesn't  rely  on  garnering  information  from  Web  sites. 

Says  Robert  Sterling,  an  online  investing  analyst  with  Jupiter  Media  Metrix,  "TrustedNet- 
work acts  like  a  secure  hub:  Firms  can  go  in  and  access  client  data  from  other  firms.  More  im- 
portantly, you  have  to  provide  data  to  get  data." 

Advent  has  around  75  data  providers  signed  up,  including  Citibank,  JPMorgan  and  Ameri- 
trade,  and  has  formed  an  alliance  with  Yodlee  to  provide  direct  data  to  its  large  customer  base. 

Right  now,  much  of  the  interest  in  this  technology  will  come  from  financial  advisers  who 
want  to  be  able  to  quickly  and  easily  generate  charts  that,  say,  compare  a  client's  separate  ac- 
counts against  one  another.  Online  wealth-advisory  firm  MyCFO  and  financial-planning  ASP 
Envestnet  are  both  clients  of  TrustedNetwork  (see  story  p.  8),  which  is  teaming  up  with  Mi- 
crosoft to  create  Wealthline,  an  institutional  version  of  MSN  Money.  But  eventually  retail  in- 
vestors will  have  access  to  this  service  directly  through  their  online  brokers.  Advent  has  al- 
ready partnered  with  Morgan  Stanley,  which  is  looking  to  integrate  TrustedNetwork's 
capabilities  into  its  sites,  like  its  full-service  brokerage,  ClientServ.  Says  Advent  President  and 
Chief  Executive  Peter  Caswell,  "Sophisticated  retail  investors  want  performance  reporting  and 
screen  scraping  simply  does  not  allow  this."  —B.B. 


E-BROKERAGE  UPDATE 

Do-it-yourself  online  investors  will  find  no 
shortage  of  discount  e-brokers  reviewed 
at  www.forbesbest.com.  Forbes  Favorite  Fi- 
delity.com  recently  launched  an  enhanced 
multigoal  planner  that  lets  you  see  how  dif- 
ferent asset  allocations  can  affect  your 
chances  of  meeting  your  goals. 

Ease-of-use  champ  E-Trade  has  intro- 
duced a  stock-baskets  service  that  looks 
similar  to  the  innovative  FolioFN  model, 
where  you  can  create,  buy  and  trade  portfo- 
lios of  up  to  50  stocks  or  choose  from  bas- 
kets grouped  by  sector,  style  or  index.  Mini- 
mum investment  is  $5,000  and  a  fee  of 
1.25%  of  assets  per  year. 

In  September,  Ameritrade  acquired  Na- 
tional Discount  Brokers  from  Deutsche 
Bank.  Rather  than  moving  up  market  with 
advisory  services,  like  Schwab,  Ameritrade 


is  concentrating  on  active  traders  and 
tools.  It  has  launched  a  Web-based  trading 
package  called  Ameritrade  Advantage, 
which  combines  real-time  Level  II  quotes 
and  charts  from  subsidiary  Big  Easy.  Cost: 
$315  per  year. 

Below  you'll  find  our  ten  favorites. 
Fidelity  www.fidelity.com 
Charles  Schwab  www.schwab.com 
CSFBDirect  www.csfbdirect.com 
Datek  Online  www.datek.com 
E-Trade  www.etrade.com 
Merrill  Lynch  Direct  www.mldirect.com 
Morgan  Stanley  Online 

www.morganstanley.com/online 
National  Discount  Brokers  www.ndb.com 
Quick  &  Reilly  www.quickandreilly.com 
R.J.  Thomson  www.rjt.com  —B.B. 
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UVall  Street  Research 

hanks  to  their  collective  lack  of  skepticism  during  the  dot-com 

oom,  Wall  Street  analysts  are  suffering  from  a  credibility  crisis.  Still,  sawy 
ivestors  need  to  be  current  on  Street  sentiment  because  analysts  continue 
)  influence  institutions,  which  means  they  move  markets.  —  John  Dobosz 


Multex  Investor 

www.multexinvestor.com 

A  perennial  FORBES  Favorite,  Multex  is  tops  for  finding  bro- 
kerage research  online.  Registration  is  free,  but  most  of  the 
research  is  not.  Company  reports  from  more  than  350  banks, 
brokers  and  research  outfits  cost,  on  average,  $20,  but  range 
from  $3  to  well  into  the  hundreds.  There  are  some  freebie 
reports  from  a  handful  of  brokers  like 
US  Bancorp  Piper  Jaffray.  Search  by 
company,  industry,  research  provider 
or  specific  analyst.  Other  sections  on 
Multex's  site,  like  Screening  Tools  and 
Investing  Strategies,  can  yield  helpful 
investment  ideas. 
^Best:  Sheer  breadth  of  offerings. 
1^  Worst:  Signing  up  for  free  reports 
requires  tedious  redundant  registrations. 


estCalls 

ww.bestcalls.com 

isten  in  on  the  phone  or  via  RealPlayer 
;  CEOs  like  Yahoo's  Terry  Semel  try  to 
at  a  positive  spin  on  their  companies' 
iarterly  performance.  A  useful — and 
ee — site  for  investors  who  want  to 
;ar  it  straight  from  the  horse's  mouth. 

sstCails     aggregates  I've^  

'oadcasts  and  recordings  of 
irnings  announcements, 
lareholder  meetings  and 
anagement  interviews  for 
ore  than  2,500  companies. 


Disney  despite  Monsters,  /nc.'s  success. 
Three  pricing  packages:  free,  $10  and 
$25  per  month.  But,  unless  you're  a 
bond  trader,  you  probably  can  do  with- 
out the  most  expensive  package. 
^Best:  Turn  off  CNBC  and  tune  into  Brief- 
ing's commentary. 

^  Worst:  Dense  text.  Graphically  challenged. 


3: 


Broadband  users  who  want  audio  and  video  feeds  of  analyst 
commentary  should  check  out  www.on24.com.  If  s  reviewed 
at  www.forbesbest.com  along  with  hundreds  of  other  invest- 
ing sites  in  categories  ranging  from  Mutual  Funds  to  Techni- 
cal Analysis  to  Alternative  Investing. 


racks  upcoming  calls  from  companies 
an  easy-to-create  portfolio. 
Best:  Sends  an  e-mail  when  a  company  In 
lur  portfolio  has  an  upcoming  call. 
Worst:  Many  companies  don't  Webcast 
eir  conference  calls  or  presentations. 

riefing.com 

ww.briefing.com 

great  place  for  running  commentary 
id  news  throughout  the  trading  day 
id  after  hours.  Reporters  keep  you  up 
1  the  minute  on  what  The  Street  is  say- 
g  and  offer  skeptical  analysis  of  indi- 
dual  companies.  Story  Stocks  looks  at 
e  day's  big  movers.  Briefing's  analysts 
y  investors  have  to  be  "goofy"  to  buy 


Robertson  Stephens 

www.robertsonstephens.com 

Though  the  bubble  may  have  burst  for 
technology  stocks,  Robertson  Stephens 
is  a  good  resource  for  investors  still 
tickled  by  tech.  Click  on  Research  on 
the  home  page  and  then,  from  the  left 
menu,  hit  Daily  Growth  Stock  Update. 
Once  you  scroll  by  all  the  tech  stocks 
the  firm  is  backpedaling  on,  you  will 
find  gems  like  Harry  Curtis'  buy  rec- 
ommendation on  MGM  Mirage.  Also, 
get  bios  of  the  analysts,  including  a  list 
of  stocks  they  cover.  Analyst  Presenta- 
tions section  gives  you  access  to  select 
PowerPoint  and  streaming  audio  and 


video  presentations  from  analysts. 
^Best:  Analyst  MindShare,  roundtables, 
like  the  recent  "Searching  for  the  Bottom." 
^  Worst:  Can't  search  by  ticker  and  no 
ticker  click-throughs  on  updates. 

Starmine 

www.starmine.com 

Armed  with  detailed  data  from  IBES 
and  First  Call,  Starmme  rates  analysts 
based  on  their  accuracy  in  predicting 
earnings  for  the  companies  they  cover. 
Starmine  also  predicts  earnings  sur- 
prises when  its  highest-rated  analysts 
revise  their  estimates.  It  recently  pre- 
dicted a  near  20%  positive  surprise  in 
La-Z-Boy  earnings.  If  one  of  its  highest- 
rated  analysts  has  a  revision  that  devi- 
ates from  the  mean,  they  flag  it  a  Bold 
Estimate,  as  they  did  when  one  of  its 
top  predictors  went  bullish  on  Millen- 
nium Pharmaceuticals.  Search  the  site 
by  ticker,  analyst  name  or  industry. 
Unfortunately,  the  free  service  only 
rates  certain  analysts.  To  get  the  entire 
list  you'll  pay  handsomely:  a  minimum 
of  $15,600  per  year. 
►  Best:  Tracks  analyst's  predictive  accuracy. 
^  Worst:  Free  service  doesn't  single  out 
worst-performing  analysts. 

ThomsonFN.com 

www.tiiomsonfn.com 

This  financial  publishing  colossus  owns 
First  Call,  an  expensive  institutional  ser- 
vice that  tracks  analyst  recommenda- 
tions. The  free  version  tells  you  which 
stocks  recently  got  consensus  revisions. 
The  Idea  Generation  section  uses  broker- 
age rating  changes  to  generate  invest- 
ment ideas.  Ratings  upgrades  near  a 
stock's  52-week  low,  like  Merrill's  move 
to  buy  from  hold  on  RadioShack,  might 
prompt  you  to  invest.  The  I- Watch  sec- 
tion offers  color-coded  monitoring  of 
institutional  interest  in  individual  stocks. 
Institutional  buying  in  Disney  spiked,  for 
example,  when  its  stock  hit  18  in  mid- 
October.  At  a  bottom.' 
^Best:  Idea  Generation  section. 
^  Worst:  No  individual  reports  available  yet. 
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Exchange  Traded  Funds 

Exchange  Traded  Funds  are  baskets  of  stocks  created  by  institutions  and 

divided  by  industry,  index  or  region.  There  are  now  more  than  160  and 
they're  sizzling  hot  among  investors.  ETFs  give  you  the  benefits  of  index 
funds  and  the  tax  and  trading  advantages  of  stocks.  —Dan  Colarusso 


FAVO 


BGI  IShares 

www.ishares.com 

j  ^  Barclays  Global  Investors,  the  world's  largest  ETF  sponsor^  has 
'    pur  a  lot  of  effort  into  its  IShares  site.  Dynamic  tools  include 
video  presentations  on  issues  such  as  ETF  tax  benefits  to  guide 
—       investors  through  the  company's  more  than  70  offerings.  The 
I  h     easy-to-use  Index  Tracker  offers  a  simple  way  to  gauge  seaor 

performance  over  time,  and  an  alloca- 
tor breaks  a  portfolio  into  ETF  slices, 
(^ther  tools  show  when  IShares  trade 
at  a  premium  or  discount  to  underly- 
ing shares,  and  they  compare  ETF  fund 
returns  to  straight  index  returns.  Reg- 
ister and  you  get  portfolio  tracking, 
interactive  charts  and  watch  lists. 
^Best:  The  index  tracker. 
►Worst:  IShares-biased  content. 


Own  Your  Share 
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ETFConnect 

www.etfconnect.com 

Bond-fund  giant  Nuveen's  slick  new  site 
is  a  well-designed,  informative  place  to 
evaluate  ETFs  of  every  stripe.  Navigation 
is  intuitive,  although  pages  load  slowly. 
Quick  Facts  will  give  you  the  top-ten 
holdings  of  any  ETF,  its  annualized 
returns,  NAV,  links  to  the  spon- 
sor's site  and  daily  pricing  or 
an  intraday  chart.  In  the  Edu- 
cation section  you'll  learn  that 
what  differentiates  Merrill's 
HOLDRs  from  other  ETFs  is  that 
investors  get  voting  rights  on  the  actual 
stocks  and  the  right  to  exchange  the  bas- 
ket for  its  underlying  shares. 
►Best:  Well  designed,  easily  navigable. 
►Worst:  The  skimpy  Tool  area  is  not  much 
more  than  a  link  to  CBS  MarketWatch.com's 
portfolio  tracker. 

IndexFunds 

www.indexfunds.com/ETFzone.htm 

A  vibrant  bulletin-board  community, 
solid  education  materials  and  a  good 
screener  make  IndexFund's  ETFzone  a 
great  bookmark  for  ETF  investors.  The 
ETF  Screener  lets  you  sort  by  factors  such 
as  style,  expense  ratio,  P/E  ratio  and 
returns  of  anywhere  from  one  month  to 

22   I  Forbes  Best  of  The  Web  December  3,  2001 


three  years.  The  boards  often  take  eso- 
teric— but  useful — turns  on  issues  such  as 
tracking  errors,  though  there  are  plenty 
of  ETF  investors  willing  to  share  insights 
with  rookies.  As  a  bonus,  the  editors  pick 
their  top-ten  ETFs  based  on  diversifica- 
tion, low  expenses  and  minimal  turnover. 
The  current  fave:  Vanguard's  Vipers. 


ETFs,  like  Spiders  and  Diamonds,  are  among  the  most  widely 
traded  stocks  today,  and  most  of  the  action  is  happening  on 
the  American  Stock  Exchange.  If  you  don't  mind  minuscule 
print,  there  is  a  wealth  of  information  on  these  new  securities 
at  www.amex.com. 


►Best:  The  message  boards. 
►Worst:  Cluttered,  clumsy  design. 

Morningstar.com 

www.morningstar.com 

Want  an  easy  way  to  hack  through  the 
forest  of  exchange  traded  funds?  Click 
on  the  ETF  tab  and  check  out  this  site's 
ETF  grid,  which  organizes  offerings  by 
capitalization  and  investment  styles.  A 
cost  analyzer  compares  ETF  expenses 
with  those  of  like-minded  mutual 
funds — in  most  cases  Vanguard  Index 
funds  are  still  the  cheapest.  There's  also 
a  helpful,  if  not  detailed,  glossary  and 
smart,  well-informed  bulletin  boards.  A 
handful  of  ETF  education  pieces  are 


strong,  pointing  out  interesting  detail 
on  issues  ranging  from  taxes  to  arbi 
trage.  All  that  comes  free  with  registra 
tion.  Pay  $12  a  month  or  $99  for 
year,  and  you'll  get  access  to  Morn 
ingstar's  full  arsenal  of  tools. 

►  Best:  The  ETF  Grid. 
►Worst:  Basic  ETF  stories  date  back  as  far 
as  August  2000. 

Nasdaq.com 

http://quotes.nasdaq.com/asp/etfshome.asp 

Nasdaq.com's  ETF  Dynamic  Heatma) 
serves  as  a  virtual  mood  ring  of  intra 
day  sector  and  index  performance  fo 
active  investors.  Just  drag  your  mous 
over  one  of  the  color-coded  ETF  rectan 
gles  and  you  get  the  name,  high  an( 
low  prices  for  the  day,  volume,  52 
week  range  and  the  previous  day' 
close.  Basic  stuff,  maybe,  but  easil 
found  and  informative — though  it  ma 
not  be  as  important  in  a  market  les 
driven  by  momentum.  For  less  dynami 
information,  use  the  ETF  Comparisoi 
section  to  view  performance  periods 
anywhere  from  intraday  to  five  years. 

►  Best:  The  Heatmap. 

►Worst:  Not  enough  ETF-specific  tools. 

StockCharts.com 

www.stockcharts.com 

StockCharts.com's  toolbox  of  chartin; 
gizmos  will  appeal  to  ETF  junkies  read 
to  delve  into  technical  analysis.  Whil 
charting  is  complicated,  you  can  choos 
from  ten  different  methods  to  gaug 
historical  and  predictive  patterns  oi 
ETFs.  From  the  chart  selection  section 
at  the  bottom  of  the  home  page,  it's  jus 
one-click  to  performance  and  candle 
stick  charts  on  the  SPDR  group  of  ETFs 
Any  of  the  other  chart  types  can  b 
used  simply  by  putting  in  an  ETF  sym 
bol.  Unlike  the  sponsor-driven  sites 
StockCharts.com  actually  has  an  objec 
tive  primer  on  ETF  investing.  Advancei 
tools  cost  $200  per  year. 

►  Best:  Quick  view  of  SPDR  sectors. 
►Worst:  Charts  and  data  can  be 
overwhelming  for  novices. 


^  1 


.atin  American  Markets 

I  the  past  18  months  Latin  markets  have  gone  from  "ole"  to  "oy  vey!" 

hile,  Argentina,  Brazil  and  Mexico,  all  high  fliers  through  the  1990s,  are 
DW  deeply  troubled,  thanks,  in  good  part,  to  woes  in  the  U.S.  But  some 
link  these  markets  have  gone  as  far  south  of  the  border  as  they  are 
)ing.  Turnaround  investors  should  bookmark  these  sites.  —Adam  Smith 
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Business  News  Americas 

www.bnamericas.com 

Anyone  with  significant  interests  in  Latin  America  will 
become  addicted  to  this  site's  in-depth  local  coverage  of  com- 
panies and  projects  organized  according  to  ten  different  sec- 
tors from  mining,  electric  power  and  banking  to  telecommu- 
nications, waste  and  water  and  e-commerce.  Want  details  on 
Citigroup's  alliance  with  Dominican 
Republic-based  Ikioskas  to  install 
Web  kiosks  in  Chile?  Updates  on 
Wal-Mart's  partnership  with  AOL 
Latin  America?  This  site  has  35 
beat  reporters  covering  the  turf. 
>Best:  Daily  e-mails  plus  a  Fact  File, 
with  profiles  on  thousands  of  Latin  firms. 
►Worst:  The  $1,120  annual  price.  Also, 
lacks  stock  research. 


ivertia 

vw.invertia.com 

in  by  Spanish  portal  Terra  Networks 
'hich  also  own  U.S.  site  Lycos),  this  is  a 
e  for  serious  investors,  with  in-depth 
cal  news,  sophisticated  commentary 
d  surveys — all  customized  by  country, 
ifortunately,  the  site  is  only  in  Spanish 
Portuguese,  but  if  your  language  skills 
e  up  to  the  challenge,  Invertia  provides 
formation,  advice,  connections  to  bro- 
rs  and  more,  all  with  a  uniquely  Latin- 
nerican  perspective.  Not  much  on 
laller  markets  such  as  Panama,  Costa 
ca  and  Venezuela, 
lest:  Customization:  In  the  Argentina 
ction  you  can  download  tax  calculators  set 
the  Argentine  tax  cede. 
Worst:  Spanish  and  Portuguese  only. 
aVista's  free  translation  service  turned  Las 
Isas  Europeas  into  The  European  bags. 

UNIC 

1i://lanic.utexas.edu/subject/economy.html 

le  University  of  Texas  at  Austin's 
itin  American  Network  Information 
inter  (LANIC)  has  put  together  this 
st-rate  directory  of  sites  covering 
itin  America.  From  business  and 
onomy  to  electronic  commerce,  links 
e  plentiful,  regularly  updated  and 


accurate.  Find  information  in  English, 
Spanish  and  Portuguese.  Links  to  local 
business  publications  like  Peru's 
Energt'a  y  Minas,  stock  exchanges  and 
regional  investment  promotion  boards. 

►  Best:  Get  lost  browsing  with  links  to 
obscure  sites,  like  Uruguayan  discussion 
papers  on  Mercosur  and  the  Bolivian 
National  Statistics  Institute. 

►  Worst:  Organization  can  be  confusing: 
Separate  links  are  provided  for  Economy, 
Trade,  Finance  and  Business,  yet  it  is  unclear 
what  separates  the  four  subjects. 

Latin  American  Newsletters 

www.latinnews.com 

Web  arm  of  the  34-year-old  U.IC- 
based  publisher  of  newsletters  spe- 
cializing in  Latin  America.  Most  of 
the  political  and  economic  content 
here  is  designed  to  get  you  to  sub- 
scribe to  one  of  its  12  print  and 
e-mail  newsletters.  Offerings  include 
the  Caribbean  and  Central  America 
Report,  the  Mexico  and  NAFTA  Report 
and  the  Andean  Group.  There  are  also 
free  offerings  taken  from  letters.  A 
recent  story  told  how  Bolivian  troops 
fired  on  a  group  of  journalists  touring 
coca  fields,  which  the  government 
claimed  to  have  eradicated.  Reports 


are  in  English  and  Spanish  and  prices 
start  at  $61  per  month  for  a  year  of 
monthly  reports  on  the  region's  econ- 
omy and  business. 

►  Best:  Free  trial  subscriptions. 

►  Worst:  Some  sections  are  sparse. 
Conference  Papers  has  only  two. 

Latin  Trade 

www.latintrade.com 

The  online  face  of  one  of  the  region's 
most  influential  business  publications. 
Though  one  is  barraged  with  subscrip- 
tion offers  throughout  the  site,  Latin 
Trade  remains  a  refreshing  compilation 
of  reports,  analyses  and  interviews  from 
throughout  the  region.  Read  articles  on 
troubled  Argentina's  continued  fight  to 
keep  Mercosur  (Latin  America's  Euro- 
pean Union  counterpart)  alive  and  the 
increasingly  irksome  relationship 
between  Canada  and  many  of  the 
region's  prime  players.  The  site  breaks 
up  coverage  by  industry  topic  and  a 
conference  schedule  is  also  included,  as 
is  a  section  on  trade  services  that  help 
companies  do  business  in  the  region. 

►  Best:  The  free  weekly  e-mail  newsletter, 
and  Latin  Trade's  Lists  (providing  the 
region's  top  100  banks,  mergers  and 
acquisitions  and  even  a  snazzy  economic 
forecast  map). 

►Worst:  Some  stale  content,  like  Hot 
Growth  Companies,  were  more  than  two 
years  out  of  date. 

Latinvestor 

www.iatinvestor.com 

Think  of  this  site  as  a  Latin  Multex, 
only  less  robust.  Latinvestor  does  the 
legwork  for  investors,  delivering  infor- 
mation ranging  from  GDP  forecasts  to 
specific  stock  tips.  The  wisdom  comes 
from  more  than  80  sources,  ranging 
from  local  brokerage  firms,  like  Peru's 


Do  you  think  Asian  markets  will  turn  before 
Latin  American  markets?  At  Forbesbest.com 
you'll  find  our  reviews  for  13  sites 
specializing  in  investing  in  Eastern  markets. 


Investa,  to  the  Venezuelan  Central 
Bank.  Find  out  what's  hot  with  its  regu- 
larly updated  list  of  the  most-requested 
reports.  There  are  also  plenty  of  links 
to  reports  on  other  regional  sites. 

►  Best:  Powerful,  intuitive  search  engine. 

►  Worst:  Searches  are  country  specific,  so 
you  need  to  know  where  the  company  is 
based.  Screens  are  slow  to  load. 
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t)  ^.iiool  Gurus 

A  year's  tuition  at  top  B-schools  will  cost  you  at  least  $28,000.  On  the  Net 

you  can  enjoy  classroom  Webcasts  from  the  Fuqua  School;  get  market  com- 
mentary from  a  Wharton  maven;  even  bet  on  political  and  economic  events- 
all  while  learning  market  dynamics.  —Adam  Leitzes  and  Joshua  Solan 


Aswath  Damodaran 

www.stern.nyu.eiiu/-adamodar 

One  of  the  top  B-school  profs  in  the  country  and  author 
of  numerous  famous  finance  thrillers,  including  The  Dark 
Side  of  Valuation,  Aswath  Damodaran  opens  his  NYU 
Stern  School  classroom  to  the  world.  Real  Video  Webcasts 
give  an  inside  look  at  Damodaran's  lectures.  Posted  assign- 
ments, lecture  notes  and  even 
quizzes  let  surfers  suffer  along  with 
students,  problem  by  problem  and 
test  by  test.  There's  even  a  finance 
chat  room. 

^Best:  More  than  three-dozen  free, 
modifiable  Excel  spreadsheets  and 
templates  for  use  in  valuation  and 
corporate  finance  applications. 
^  Worst:  No  bio  for  Damodaran. 


Campbell  R.  Harvey 

www.duke.edu/-charvey 

You  can  get  the  equivalent  of  a  gradu- 
ate degree  in  finance  from  Campbell 
Harvey's  home  page  at  the  Fuqua 
School  of  Business  of  Duke  University. 
In  addition  to  one  of  the  most  widely 
reproduced  Internet  finance  glossaries 
(used  by  Yahoo,  Bloomberg  and 
Forbes.com),  Harvey  has  put  together 
on  his  site:  14  finance  case  studies  with 
proposed  solutions  and  PowerPoint 
slides;  Java  applets  for  evaluating 
options,  finding  mean-variant  efficient 
portfolios,  and  evaluating  risk;  and 
documents  from  ten  courses  taught  by 
this  expert  in  portfolio  management 
and  global  risk  management. 
^Best:  Over  five  gigabytes  of  complete 
digital  video  courses  on  Tactical  Global  Asset 
Allocation  and  Stock  Selection,  Emerging 
Markets  Finance  and  Global  ^ — — — 
Financial  Management. 
►  Worst:  Information  overload. 
We  wish  Harvey  would  point  us  to 
the  essential  lessons. 


at  UC  Berkeley  and  professor  at  the 
Haas  School  of  Business,  is  coauthor  of 
Information  Rules,  about  the  econom- 
ics of  the  network  economy.  His  site  has 
links  to  interviews,  academic  articles 
and  Varian's  current  Index  research 
project  on  forecasting  demand  for 
Internet  "quality  of  service"  guarantees. 

►  Best:  Finance  for  the  layperson:  with  links  to 
Varian's  monthly  articles  on  current  technology 
and  business  in  the  New  York  Times. 

►  Worst:  Some  content  hasn't  been  updated 
since  1999. 

Iowa  Electronic  Markets 

www.biz.uiowa.edu/iem/index.html 

Operated  by  faculty  of  the  Henry  B. 
Tippie  College  of  Business,  the  IBM  is 
a  futures  market  where  payoffs  are 
determined  by  actual  political  and 
economic  events.  The  site  is  run  as  a 


Jeremy  Siegel  is  famous,  but  his  academic  counterpoint  and 
close  friend,  Yale  Professor  Robert  J.  Shiller,  has  stolen  seme 
of  the  limelight  recently  with  his  studies  of  behavioral  finance. 
See  Shiller's  site,  www.econ.yale.edu/-shiller,  for  an  unorthodox 
academic  perspective. 


Hal  R.  Varian 

www.sims.bcrlceley.edu/-hal 

Hal  R.  Varian,  Dean  of  the  School  of 
Information  Management  and  Systems 
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nonprofit,  educational  resource — but 
it  is  very  much  a  real-money  market. 
After  opening  your  account  ($500 
maximum  with  a  $5  registration  fee). 


you  can  buy  contracts  predictii 
mayoral  elections.  Federal  Reser 
monetary  policy  or  stock  returns 
the  computer  industry.  The  si 
also  includes  sample  syllabi  to  he 
professors  integrate  lEM  lessons  in 
their  classes. 

►  Best:  If  efficient  markets  know  best,  the 
archived  data  available  from  the  lEM  shoul 
be  better  than  any  TV  news  poll. 

►  Worst:  Trading  mechanisms  are  low-fecfl 
and  can  be  confusing.  Read  the  Trader's 
Manual  carefully. 


Jeremy  Siegel 

www.jeremysiegei.com 

A  Wharton  finance  professor  and  re 
ular  special  guest  in  the  financi 
media,  Jeremy  Siegel  has  taken  1 
brand  name  public  with  an  epon 
mous  Web  presence.  The  site,  whi 
Siegel  admits  is  still  a  work-i 
progress,  contains  presentation 
charts,  tables  and  historical  mark 
data  from  his  speaking  engagemei 
and  bestselling  book.  Stocks  for  t 
Long  Run.  All  of  Siegel's  media  coi 
mentary  and  financial  analyses  are  re 
ularly  added  to  the  site. 

►  Best:  Get  e-mail  market  commentary  an 
predictions  from  Siegel. 

►Worst:  Siegel  saves  his  most  in-depth 
analysis  for  the  site's  silver,  gold  and 
platinum  members  ($IOO-$500  per  year). 

William  N.  Goetzmann 

http://vil(ing.som.yale.edu 

Goetzmann  covers  all  types  of  inve 
ments — from  stocks  to  art — on  his  Y; 
School  of  Management  home  paj 
Start  with  his  eight-chapter  hyperte 
Introduction  to  Investment  Theory  a 
then  head  to  more  detailed  informan 
from  Goetzmann's  courses  on  Muti 
Funds,  Valuation  and  Investments,  R( 
Estate  Economics  and  Finance,  a 
Endowment  Management.  The  profi 
sor's  advanced  research  projects  ofl 
everything  from  a  look  at  Hedge  Fun 
with  Style  to  a  comprehensive  study 
Dow  Theory.  Finally,  visitors  are  treat 
to  Goetzmann's  other  passions,  inclu 
ing  art  books  on  the  American  West, 
draft  of  his  book  on  the  history 
financing  in  civiUzation  and  his  ongir 
oil  paintings  inspired  by  a  trip  to  Egyj 

►  Best:  Fun  with  finance!  The  Learning 
Curves  section  of  the  site  provides  a  need* 
break  from  stodgy  academla. 

►  Worst:  Prehistoric  site  design. 


banking 


day,  13  million  U.S.  households  bank  on  the  Web.  Mail  terror  may  drive 

)re  people  online.  These  sites  offer  checking,  savings  and  loans,  plus  other 
rvices.  As  old-line  banks  move  online,  however,  others,  like  Compubank 
d  Security  First  Network  Bank,  have  shut  down.  — Nikhil  Hutheesing 


Citibank-  Online 


The  one-stop  solution  for  all  your  financial  needs 

Free  Qnttpg  Bill  Payment 

Par  virtuaUY  anyone,  anytime 
Smart  Deals 

Enjoy  savings  8k  sp«dai  values 
Safe.  Secure  Banking 

indiKSng  Safcweb*  onlin*-  frst.id  protection 


Citibank  Online 

www.citibankonline.com 

Still  our  favorite,  though  Bank  of  America  is  closing  in.  Here 
you  can  get  financial  news,  research  reports  and  trade  stocks. 
Apply  for  loans  and  open  accounts  online.  You  can  view 
your  mortgage  balance  and  get  credit-card  history  going  back 
90  days.  Citi  offers  free  bill  paying,  which  lets  you  set  recur- 
ring payments.  Set  wireless  alerts  to  send 
a  text  message  to  your  cell  phone  when  a 
deposit  has  cleared.  Through  C2It,  you 
can  e-mail  payments  to  anyone.  You  can 
also  aggregate  all  of  your  accounts  (Citi 
and  non-Citi)  right  here. 
^Best:  Citi's  free  fraud  protection  service 
covers  online  break-ins  to  your  account. 
►Worst:  You  can't  receive  your  bills  here  nor 
e-mail  customer  service. 


nerican  Express 

p://banking.aniericanexpress.com 

cently  redesigned,  Amex's  banking 
;  allows  you  to  transfer  funds  between 
;ounts,  pay  bills  and  get  instant 
proval  on  loan  applications.  Customer 
vice  is  a  click  away  and  you  can  order 
>t  statements  (though  they  take  seven 
ten  days  via  snail  mail).  Bill  payment 
free  if  you  have  an  interest-bearing 
;cking  account.  ATM  transactions 
date  in  real  time  and  if  you  use  ATMs 
ler  than  Amex's,  you  will  be  reim- 
rsed  for  four  visits — up  to  $6  per 
)nth.  You  can  also  trade  stocks 
ough  Amex's  brokerage  division  and 
;  lots  of  handy  planning  tools.  Shop- 
tg  and  travel  bargains  are  offered,  too. 
Amex's  shopping  channel,  you  can 
ok  three  nights  in  a  room  at  the 
nyon  Ranch  Health  Resort  in  Tucson 

just  $1,960 — it  usually 
;s  for  $2,450. 
est:  One  password  gives  you 
ess  to  all  of  Amex's  services, 
/orst:  No  account-aggregation 
>/ices  or  wireless  alerts. 


ments,  BofA's  site  now  uses  software 
from  Broadvision,  which  will  permit 
lots  of  personalizing.  The  site  finally 
offers  bill  paying,  which  does  not 
require  you  to  download  software.  Bill 
paying,  free  at  some  banks,  costs  $6  per 
month,  but  for  the  fee  you  can  also 
receive  your  bills  here,  electronically. 
Track  credit-card  payments  and  trans- 
fer funds  between  accounts  while  view- 
ing up  to  70  days  of  account  activity. 

►  Best:  Text-to-voice  technology  makes  the 
site  accessible  to  the  visually  impaired. 

►  Worst:  Can't  make  e-mail  payments  yet. 
Can't  Interact  with  the  site  wirelessly. 

E-Tradc  Bank 

www.etradebank.coni 

E-Trade  now  offers  the  third-largest  ATM 
network  in  the  country  and  runs  seven 
real-world  service  centers.  But  its  chief 


Mortgage  rates  are  about  as  low  as  they  were  in  the  1960s, 
but  the  rate  you  get  will  still  vary  from  one  bank  to  another 
Visit  Bankrate  at  www.bankrate.com  to  find  rate  comparisons 
at  more  than  4,800  sites.  Or  try  Quicken  Loans  at  quicken- 
loans.quicken.com  for  comparisons. 


ink  of  America 

w.bankofamerica.com 

;k  on  our  list  thanks  to  improve- 


appeal  is  the  sophistication  of  its  site. 
Click  on  View  Your  Accounts  on  the 
home  page  and  up  come  the  balances  in 
all  your  E-Trade  accounts.  You  can  pay 
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an  unlimited  number  of  bills  for  free,  as 
long  as  you  keep  a  $1,000  balance  in 
your  account.  You  can  also  send  cash 
payments  via  e-mail  and  even  generate  a 
personal  cash  flow  statement. 

►  Best:  With  a  Palm  handheld  or  a  digital 
cell  phone,  you  can  access  your  account, 
pay  bills  and  transfer  funds  wirelessly. 

►  Worst:  Many  products  offered  on  the  site 
are  outsourced. 

NetBank 

www.netbank.com 

The  largest  Net-only  bank  ($2.5  bil- 
lion in  assets)  is  vastly  improved  since 
we  last  looked.  Customer  service  is  in- 
depth  and  always  available.  All  bank- 
ing, investments,  loans  and  other 
products  are  accessible  from  the  home 
page.  Apply  for  a  credit  card  online, 
track  your  payments,  trade  stocks  and 
even  order  up  foreign  currency  or  trav- 
eler's checks,  which  will  be  delivered 
to  you  overnight.  Use  a  Palm  VII  or  a 
Web-enabled  phone  to  access  NetBank 
wirelessly. 

►  Best:  Wide  ATM  network  includes  even 
Honor/Star,  Honor/ Avail  and  Armed  Forces 
Financial  Network  (AFFN)  ATMs. 
►Worst:  While  much  improved,  the  demo 
still  doesn't  cover  all  of  NetBank's  services. 

Wells  Fargo 

www.wellsfargo.com 

Whatever  you're  looking  for  here — be 
it  banking,  brokerage,  insurance  prod- 
ucts or  credit-card  information — the 
drop-down  menu  makes  it  easy  to  find. 
Sprint  PCS  and  Palm  VII  users  can 
access  the  site  to  get  stock  quotes  and 
e-mail  alerts  wirelessly.  With  Wells 
Onelook,  you  can  view  information  for 
all  your  accounts.  Wells  Fargo  or  not, 
in  one  place.  If  the  combined  balance  of 
your  accounts  is  at  least  $5,000,  the 
bill-paying  service  is  free;  otherwise  it's 
$7  per  month. 

►  Best:  Reliable,  accurate  search  engine. 
►Worst  Can't  access  information  on  CDs  and 
some  loans. 
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40l(k)  Advice 

Total  assets  in  401  (k)  plans  shrank  last  year,  for  the  first  time  ever.  The 

average  balance  fell  to  $41,919  from  $46,740  in  1999.  It's  back  to  the 
drawing  board  for  the  more  than  42.1  million  Americans  who  participate  in 
401  (k)  plans.  Luckily,  there's  lots  of  help  on  the  Web.  —Carolyn  T.  Geer 


mPovyer  

educate  youiself  about 
:  these  retirement  pljrtt 

'  at  themPowerCwf 

401(k)  403(b) 

nPowvr  Corpoist*  H«wi 

A  Hnd  oul  how                                  *  *  * »  Sign  in  tierr 
^  (0  jrt  9&Ace                                  if  yOu'»e  A  member 

MPower  Cafe 

www.mpower.com 

MPower  provides  investment  advice  via  the  Web  to  employees 
of  companies  that  subscribe  to  its  service.  But  free  to  all  visitors 
is  its  MPower  Cafe,  a  collection  of  subsites  offering  informa- 
tion on  401(l<)s,  IRAs  and  now  403(b)  and  457  plans.  Learn 
how  to  roll  your  money  to  an  IRA,  calculate  how  much  your 
401  (k)  might  be  worth  at  age  65,  or 
see  how  your  nest  egg  would  have 
fared  during  the  last  bear  market.  No 
time  to  read  the  entire  article?  There 
are  convenient  summary  boxes. 
^Best:  Ted  Benna,  creator  of  the  first 
401  (k)  plan,  answers  questions  every 
other  Tuesday. 

►  Worst:  A  different  subsite  for  each  type 
of  plan,  so  be  prepared  to  click  a  lot. 


40l(k)/403(b)  Advocate 

www.timyounkin.com 

Tim  Younkin  clearly  believes  that 
knowledge  is  power.  He  started  this  site 
after  discovering  that  his  401(k)  plan 
and  his  wife's  403(b)  plan  were 
wrapped  inside  annuities — generally 
awful,  high-fee  investments.  The  site's 
loaded  with  links  to  relevant  articles, 
commentary  and  dozens  of  planning 
calculators.  Younkin's  main  beef  is 
expenses.  He  even  developed  an  Excel 
worksheet  that  will  compare  two  retire- 
ment plans  with  different  fees.  Another 
lets  you  track  whether  your  contribu- 
tions, and  your  employer's,  were 
deposited  on  time. 

►  Best:  Smart,  objective  advice. 

►  Worst:  The  site's  crude  design  makes  it 
tough  to  navigate. 

Financial  Engines 

www.financialengines.coin 

Cofounded  by  Nobel  laureate 
William  F.  Sharpe,  the  401  (k) 
analyzer  runs  through  thou- 
sands of  scenarios  to  estimate 
how  your  portfolio  might  perform  in 
the  future.  Then  it  forecasts  your  odds 
of  having  enough  retirement  income, 
including  Social  Security  and  other 
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assets.  There's  even  guidance  on  how  to 
value  things  like  real  estate  and  col- 
lectibles. Want  to  improve  your 
chances  of  retiring  rich?  Pay  $40  per 
quarter  for  specific  fund  recommenda- 
tions. For  $300,  get  advice  on  taxable 
accounts,  too. 

►  Best:  Its  sophisticated  forecasting  model. 

►  Worst:  Fees  and  technical  glitches:  The 
free  service  assumed  mutual  fund  choices  we 
didn't  have. 

MSN  Money:  Retirement  and 
Estate  Planning 

www.moneycentral.nisn.com/retire/honie.asp 

This  corner  of  the  MSN  Money  site  has 
articles,  calculators  and  answers  to 
common  retirement  questions.  The 
401  (k)  Quick  Check  lets  you  compare 
the  performance,  risk  and  investment 
focus  for  each  of  the  investment  options 


QlJ  Now  is  a  great  time  for  tax  and  estate  planning.  On  sites  like 

S  TaxPlanet  reviewed  at  www.forbesbest.com,  you'll  find  tips 

Oq  on  how  to  convince  the  IRS  that  your  side  business  is  more 

g  than  just  a  hobby.  Hint:  Try  to  show  a  profit  in  at  least  three 

^  of  five  years. 


in  your  company's  401(k)  plan,  and 
experiment  with  different  allocations. 
The  Retirement  Planner  goes  further. 
Run  by  the  folks  at  MPower  (see 


above),  the  service  has  two  parts.  Fin 
it  will  recommend  an  asset  allocati< 
for  you,  free  of  charge.  Second,  for  $1 
a  year,  it  will  tell  you  exactly  where 
invest  your  money. 

►  Best:  Planning  calculators. 

►  Worst:  Loaded  with  ads.  Click  carefully 


oiina  rot  LB^jrt  M  UK 

mX  PIMM 

4011  CMomm 

Quicken.com  Retirement 

www.quicken.com/retirement 

This  user-friendly,  all-purpose  retir 
ment  and  estate-planning  site  has  a  ni 
section  on  401  (k)s.  Articles  in  t 
401  (k)  Guide  cover  everything  frc 
naming  beneficiaries  to  picking  funds 
changing  jobs  to  taking  money  out 
your  plan.  The  Retirement  Plann 
helps  you  project  the  income  you  c 
expect  from  pension  plans  and  Soc 
Security,  and  determine  how  much  y' 
should  save  to  meet  your  goals.  T 
401  (k)  Calculator  lets  you  see  wh 
your  401  (k)  could  be  worth  when  y 
retire,  assuming  savings  rates,  inve: 
ment  returns  and  retirement  dates. 

►  Best:  You  don't  need  to  leave  the  site  foi 
related  tax,  investment,  insurance  and 
mortgage  advice. 

►Worst:  CPA-inspired  site  design. 

SmartMoney.com 

www.smartmoney.com/retirement 

Ten  common  questions  about  401  (k 
Five  things  you  should  know  abc 
your  401  (k).  Seven  ways  to  lobby  1 
a  better  401(k).  It  may  seem  li 
Sesame  Street — "SmartMoney  w 
brought  to  you  today  by  the  numt 
7!"  But  get  past  the  dumbed-do\ 
headlines  and  you'll  find  lots  of  use 
content:  an  analysis  of  the  best  a 
worst  401  (k)  funds,  and  a  Java-po 
ered  planner  that  shows  you  how  yc 
401  (k)  savings  will  grow  and  he 
long  they  will  last  after  you  reti 
You  can  punch  in  what-if  scenarios 
your  heart's  content. 

►  Best:  A  worksheet  estimates  how  much 
salary  your  40l(k)  is  worth— and  how  muc 
it  should  figure  into  your  salary  negotiatio 
►Worst:  Ads  that  look  just  like  the  article 


College  Planning 

College  costs  are  rising  at  twice  the  rate  of  inflation,  so  it's  not 

jnreasonable  to  assume  that  annual  tuition  costs  will  amount  to  $65,000  for 
:hildren  being  born  this  year.  Log  on  for  help  in  figuring  out  how  to  accumulate 
the  funds,  apply  for  schools  and  get  scholarships.  —Laura  Roe  Stevens 


What's  Inside? 


Wiredscholar 

www.wiredscholar.com 

This  is  your  first  stop  for  college  planning,  whether  your  kid  is 
in  diapers  or  starting  to  drive.  Learn  what  costs  to  expect  (like 
lab  fees)  after  tuition,  books  and  housing,  then  use  the  calcula- 
tors to  assess  affordability  or  plan  for  multiple  children.  Explore 
saving  options,  from  state-sponsored  529  plans  to  education 
IRAs.  Research  more  than  600,000 
sources  of  financial  aid,  over  $1  billion 
in  scholarships,  as  well  as  grants,  work 
study  and  loans.  An  award  analyzer 
helps  you  determine  how  much  you'll 
need  to  pay  on  top  of  financial  aid. 

►  Best:  Side-by-side  cost  comparisons.  Did 
you  know  that  Harvard  has  cheaper  tuition  than 
Hampshire  College? 

►  Worst:  The  search  engine  is  weak. 


vww.collegexpress.com 

^oaded  with  college-planning  content, 
rom  admission  tips  and  student-life 
idvice  to  application  forms  and  finan- 
:ial-aid  tools.  Want  to  apply  only  to 
:olleges  with  strong  women's  athletic 
urograms?  Check  the  school  profile  to 
ind  that  Princeton  women  can  choose 
rom  22  intercollegiate  sports,  including 
able  tennis,  ballroom  dancing  and  ulti- 
nate  Frisbee.  Not  sure  whether  to  go 
public  or  private?  You'll  read  that  more 
han  twice  as  many  private  colleges 
lave  tuition  and  fees  less  than 
510,000  as  have  tuition  and  fees 
)ver  $20,000.  Special  sections  for 
ithletes  and  parents. 
^Best:  Detailed  school  profiles,  searchable 
)y  region,  tuition  range  or  program. 
►Worst:  Fees  for  financial  calculators. 

FinAid 

vww.finaid.com 

^oans,  scholarships  and  military  aid 
Jemystified.  Discover  the  ins  and  outs 
)f  different  loans,  from  the  PLUS  to  the 
'erkins.  Learn  how  to  spot  a  scholar- 
;hip  scam  (like  application  fees  or  guar- 
intees  of  winning)  and  find  out  how  to 
vork  off  a  defaulted  loan.  A  link  to 


FastWeb.com  lets  you  search  through 
600,000  scholarships.  Also:  18  calcula- 
tors and  a  helpful  section  on  nontradi- 
tional  aid,  such  as  scholarship  lotteries. 
Use  the  site  map  to  find  more  than 
what's  visible  from  the  home  page. 
^Best:  Tips  on  boosting  financial-aid  eligibil- 
ity, like  having  a  savings  account  in  your 
name,  not  your  child's. 

►  Worst:  Doesn't  provide  (or  even  identify)  the 
supplemental  forms  that  some  schools  require 
along  with  the  FAFSA  (free  application  for  fed- 
eral student  aid). 


The  Web  Is  helpful  with  more  than  college  plan- 
ning. Do  you  have  a  younger  child  for  whom 
you're  exploring  private  secondary  schools? 
Check  out  our  selection  of  helpful  private  school 
sites  at  www.forbesbest.com. 


The  Princeton  Review 

www.review.com 

Want  to  work  on  your  GMAT  scores  and 
electronically  apply  to  hundreds  of 
schools  online?  Venerable  test-prep 
company  Princeton  Reviev.^  will  merge 
with  Embark.com  in  January. 
Embark.com  lets  you  survey  and  apply 
online  to  more  than  700  undergraduate 
and  graduate  programs.  Review.com  is 
loaded  with  information  to  help  students 
choose  the  right  school,  test  well  and  get 


help  paying  for  it.  And,  of  course,  there 
are  the  test  prep  courses:  choose  from 
online,  classroom  or  privately  tutored. 

►  Best:  College-essay  tips  from  deans  and  a 
Q&A  with  admissions  directors  from  schools  like 
UNC  and  MIT.  Advice:  always  take  advanced 
courses,  even  in  subjects  you're  not  planning  to 
major  in. 

►  Worst:  Career  Assessment  Quiz  questions 
are  shallow  and  thin.  Recommendation  for  us? 
Be  a  comedian,  a  bookkeeper  or  a  nurse.  Huh? 

Savingforcoliege.com 

www.savingforcollege.com 

The  scoop  on  529  plans,  the  state-spon- 
sored tax-exempt  saving  and  tuition 
programs,  from  Joseph  F.  Hurley,  a  CPA 
and  529  guru  who  has  funds  in  21  dif- 
ferent state  programs  for  his  own  kids. 
The  site  provides  up-to-date  informa- 
tion regarding  changes  to  both  the 
plans  and  the  tax  codes.  The  compre- 
hensive state-by-state  rating  system 
measures  the  relative  merits  of  more 
than  63  programs,  and  investment 
results  are  posted  for  many  of  them. 
Great  links  to  informative  articles  and 
on-site  enrollment  forms. 

►  Best:  The  529  Evaluator  lets  you  compare 
plans  side  by  side. 

►  Worst:  Hawking  of  Hurley's  book. 

Upromise 

www.upromise.com 

Save  for  college  while  you  buy  gro- 
ceries, gas  and  other  necessities  by  fun- 
neling  a  percentage  of  your  purchases 
into  a  Upromise  account.  Saving  per- 
centages vary  from  1%  to  5%,  depend- 
ing on  the  vendor.  (Participating  com- 
panies include  CVS,  Toys  "R"  Us, 
AT&T,  Borders,  GM  and  Exxon.)  You 
can  also  direct  account  earnings  into  a 
529  plan  to  earn  tax-free  interest,  but 
only  through  a  Upromise  plan  managed 
by  either  Salomon  Smith  Barney  or 
Fidelity  Investments. 

►  Best:  Painless  college  savings. 

►  Worst:  In  order  to  earn  money  from  grocery 
shopping,  you  must  currently  live  in  the 
Northeast. 


..^1^          Ei/^ry  lamlly  ihould  join  UpFOmtio  to  hvlp  iav« 
^^L^     thouiondi  mom  for  rollvQe.             .....  t  g...., 
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rieadhunters 

It's  an  ugly  job  market  out  there,  especially  for  mid-  to  upper  management. 

Executive  search  firms,  many  with  exclusive  employer  contracts,  can  help. 
Want  to  catch  their  eye?  Be  a  "revenue  generator"  (sales,  marketing, 
business  development)  or— better  yet— a  turnaround  artist.  —Lea  Goldman 


liOur  r.liirTaieni  Nrlwork 


Spencer  Stuart  Talent  Network 

www.spencerstuart.coin 

j  I  Known  for  its  high-profile  placements,  like  IBM's  Lou  Gerst- 
ia^^-'''  /    ner,  Spencer  Stuart  uses  its  Web  site  to  help  recruit  execs  mak- 
ing  $100,000-plus  a  year.  Uncommonly  thorough  job  descrip- 
tions mclude  information  on  corporate  culture,  advancement 
opportunities,  even  a  taste  of  company  financials.  Intelligent 
content  ranges  from  pointers  on 
career  management  to  networking 
(Tips  for  the  Schmoozing  Impaired) 
and  leadership  (Layoffs  without 
Tears)  to  salary  benchmarks  and  in- 
depth  self-assessment  tools.  Join 
monthly  chats  on  topics  like  High- 
Tech  or  High  Stress? 
^Best:  Job  leads  ranked  by  best  fit. 
^  Worst:  Stale  lifestyle  articles. 


^cerStuart.com 
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Association  of  Executive 
Searcli  Consultants 

www.aesc.org 

A  huge  directory  of  executive  recruiters. 
AESC  charges  $35  for  monthly  access  to 
its  member  database,  searchable  by 
region,  industry  or  title.  (For  $45  you 
can  buy  the  whole  thing  in  print.)  Also 
on  tap:  the  Candidate's  Bill  of  Rights, 
which  outlines  what  to  expect  from 
search  professionals  (including  confi- 
dentiality, full  disclosure,  feedback).  An 
online  management  library  links  you  to 
articles  from  Harvard  Business  School 
publications  and  CareerJournal.com. 
^Best:  Objective,  reliable  firm  profiles,  w/hich 
include  size,  specialties,  revenue,  contact  info. 
^Worst:  Executive  Profile 
service,  which  charges  you  $100 
to  post  your  resume  in  their 
database.  Send  it  yourself. 


relocation    tools    (like    a  moving 
calculator)  and  a  nifty  resume  builder. 
^Best:  The  Salary  Wizard,  customizable  by 
city,  cuts  a  wide  swath  across  jobs  and 
industries. 

^Worst:  Charges  for  skill-assessment 
products. 

Futurestep 

www.futurestep.com 

Aimed  at  the  $75,000  to  $150,000-a-year 
set,  this  online  recruitment  arm  of  global 
headhunting  giant  Korn/Ferry  is  run  in 
conjunction  with  the  Wall  Street  Journal. 
Fill  out  a  quick  biographical  question- 
naire, and  then  a  lengthy  Cultural  Assess- 
ment Survey,  which  details  everything 


BrilliantPeople.Gom 

www.brilliantpeople.coni 

Helps  early  and  mid-career  professionals 
find  the  right  recruiter  or  customize  a  job 
search  online.  Powered  by  the 
humongous  Management  Recruiters 
International,  this  site  offers  deep  career 
resources,  including  Interview  Tips 
("Illegal      Interview  Questions"), 


&J  Recruiters  are  one  resource  in  your  job  hunt.  The  Web  is  rich 
with  others,  whether  you're  a  recent  college  grad,  a  six-figure 
exec  or  looking  to  make  a  career  change.  To  sample  the  best 
sites,  check  out  our  editors'  picks  in  the  Job  Hunting  category 
at  www.forbesbest.com. 
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from  your  work  habits  to  personality 
types  you're  attracted  to.  The  payoff?  A 
detailed,  customized  profile  of  your  ca- 
reer options.  Job  listings  are  thorough. 
Advice  content  (like  How  Women  Can 
Break  the  Tech  Glass  Ceiling  and  What  if 
Your  New  Job  is  a  Mistake?)  is  hidden  in 
the  News  &c  Views  archive. 


^Best:  Unsure  what  a  marketing  manager 
does?  Check  out  Position  Insight  for  the 
lowdown,  including  salaries  and  bonuses. 
^Worst:  Competition  is  fierce:  I  million 
registered  users  vie  for  12,000  listings. 

Glocap  Search 

www.glocapsearch.com 

Recruits  for  mid-  to  top-tier  positions  in 
the  investment  field — from  private 
equity  and  VC  firms  to  LBO  shops  to 
hedge  funds.  Also  searches  for  engineers 
and  attorneys.  When  we  looked,  listings 
ranged  from  general  counsel  in  the 
Hong  Kong  office  of  a  supply-chain 
software  firm  to  vice  president  of  Wire- 
less Business  Development  for  a  Michi- 
gan-based VC  to  chief  operating  officer 
of  JPMorgan  Capital.  Just  register, 
upload  a  resume  and  expect  a  call  from 
one  of  Glocap's  recruiters  for  a  prelimi- 
nary interview.  Glocap  sends  your 
resume  to  firms  with  positions  you  indi- 
cate interest  in  and  e-mails  you  leads 
based  on  your  stated  skills,  experience 
and  interests. 

^Best:  Can  view  jobs  without  registering. 
^Worst:  Bush-league  Career  Resources 
content  (Rule  #2:  Dress  for  success). 

LeadersOnline 

www.leadersonline.com 

The  online  offering  of  global  executive- 
search  firm  Heidrick  &  Struggles,  which 
says  it  is  getting  more  listings  these  days 
in  marketing,  sales,  technology  and  busi- 
ness-development positions.  Designed  for 
middle-management  professionals  who 
earn  between  $75,000  and  $180,000 
annually,  the  site  requires  a  needlessly 
drawn-out  preliminary  questionnaire. 
Once  you've  registered,  the  site  contacts 
you  when  your  profile  and  resume  match 
an  available  position.  Career  content  pro- 
vided through  a  link  to  Business  Week 
Online,  which,  when  we  looked,  was 
posting  stories  on  team-building  and  on- 
site  child  care. 

^Best:  After  registering,  you  can  access 
listings  that  are  tailored  to  your  search. 
►  Worst:  Needs  to  hire  a  Web  designer 
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Comparison  Shopping 

Whether  you're  shopping  for  car  insurance,  a  bottle  of  Bordeaux  or  a  new 

laptop,  let  these  sites  compare  prices  and  product  information.  Skittish 
about  shopping  online?  Some  of  these  sites  offer  product  reviews,  store 
ratings  and  even  shopping  insurance  to  ease  your  mind.  —Nicole  Ridgway 
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MySimon 

www.mysimon.com 

Extensive  product  reviews  and  lightning-quick  searches  for 
almost  anything  you're  looking  to  buy.  Powered  by  tech  portal 
CNet,  MySimon  offers  user  reviews  and  editor's  picks  for  every- 
thing from  pregnancy  guides  to  tax  software.  Wine  lovers  can 
search  Wine  Spectator's  top-ranked  vintages.  Sort  results  by 
price,  brand,  merchant  or  vendor  rat- 
ings. Or  download  MySimon  To  Go 
on  your  PDA  or  cell  phone  for  com- 
paring prices  at  the  mall.  Shopper's 
insurance  is  available  for  $5  a  month. 

►  Best:  Save  searches  and  receive  e-mail 
newsletters  on  new/  deals  and  products. 

►  Worst:  No  direct  link  to  editorial 
product  review/s  from  the  price 
comparison  page. 


>i  Moni*  &  Cordi 
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Best  Web  Buys 

www.bestwebbuys.com 

Find  prices  on  a  wide  variety  of  books, 
videos,  music,  even  bikes.  Sort  through 
results  by  store,  store  rating  and  price. 
The  site  includes  shipping  costs,  deliv- 
ery time  and  states  where  sales  tax  is 
charged,  so  you  get  a  bottom-line  fig- 
ure. There  are  also  detailed  merchant 
info  pages  that  supply  (among  other 
things)  e-mail  addresses  for  anyone 
wanting  to  cancel  an  order. 

►  Best:  The  site  calculates  your  total  cost 
(price  plus  shipping)  before  you  order 

►  Worst:  In  Bikes,  the  Frames  category 
included  Litespeed  titanium  frames,  frame 
pumps,  Oakley  M.  Frame  eyewear  and  even  a 
picture  frame.  Huh? 

BizRate.com 

www.bizrate.com 

From  litter  boxes  to  digital  cameras  to 
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long-distance  phone  service,  this  search 
engine  sorts  through  millions  of  prod- 
ucts and  thousands  of  merchants,  letting 
you  compare  a  vendor's  privacy  policies, 
customer  service  and  on-time  delivery 
history.  Check  out  the  site's  special  offers 
such  as  coupons  from  Office  Depot 
and  Nordstrom. 

►  Best:  Sort  search  results  according  to 
store  name,  store  rating,  on-time  delivery 
record  and  price. 

►  Worst:  Searches  result  in  fewer 
choices  than  MySimon  or  DealTime. 

CNet  Shopper 

http://shopper.cnet.com 

Find  the  latest  deals  on  electronic 
goods — from  DVD  players  to  internal 
modems.  CNet's  thorough  Editor's 
Choice  reviews  cut  through  the  noise 
to  give  you  the  best  gadgets,  including 
pros  and  cons  of  each  item.  Store  rat- 
ings and  user  reviews  will  also  help  in 
your  decision  making.  Find  the  PC 
that  you  want  and  the  site's  Price 
Drop  Alert  will  e-mail  you  when  the 
price  tag  hits  the  right  level.  In  the 
Flot  Deals  section,  we  found  a  JVC 
digital  camcorder  for  $500 — half  the 
retail  price. 

►  Best:  Quick  summaries  on  the  good,  bad 


and  bottom  line  for  each  product. 

►  Worst:  Site  is  so  cluttered  that  navigatin 
is  tedious. 

ConsumerReports.org 

www.consumerreports.org 

For  $4  per  month  or  $24  per  year  yo 
get  access  to  the  site's  reports  and  re 
ommendations.  Looking  for  a  refriger; 
tor?  See  how  different  models  compa; 
based  on  price,  energy  efficiency  an 
noise.  Download  reader  surveys 
repair  history  to  your  PDA  and  tal< 
them  with  you  to  the  store,  or  shop  c 
the  Web  for  everything  from  a  strolli 
to  a  mutual  fund  using  the  site's  e-Ra 
ings:  Online  Shopping  Guide. 

►  Best:  In-depth,  unbiased  research. 

►  Worst:  You  won't  always  find  ratings  of 
the  latest  products. 

DealTime 

www.dealtime.com 

Sort  the  extensive  search  results  by  me 
chant,  store  ratings,  price  or  availabilit 
Check  out  what  other  customers  ha' 
to  say  with  reviews  from  Epinions.cor 
Site  covers  products  from  camcorde 
and  jewelry  to  long-distance  phone  se 
vice.  We  found  some  great  deals  here: 
Nikon  Coolpix  995  digital  camera  (su; 
gested  retail  price:  $899)  sells  for  $5L' 

►  Best:  Convenient  link  to  return  to  the  siti 
if  you  go  browsing  at  merchant  sites. 
►Worst:  Some  links  led  nowhere. 


Before  yiHi  gb  comparison  shopping  for  a  prod- 
uct, visitwww.activebuyersguide.com.  The  site 
helps  you  decide  whether  you  need  the  product 
at  all  and  what  features  are  most  important— 
everything  from  refrigerators  to  online  brokers. 


PCWorld  Product  Finder 

www.pcworld.com/productfinder 

Revamped  shopping  bot  for  techu 
with  links  to  articles  and  produ 
reviews  on  more  than  140,000  produc 
from  Apple  to  Zenith.  ?C  World  edito 
give  their  two  cents  and  top  picks.  Shoj 
pers  also  review  merchants  using  a  fiv 
star  rating  system.  Be  sure  to  check  tl 
site's  rebate  listings  and  calculate  yoi 
total  shipping  costs  before  you  buy.  C 
in  a  different  section,  test  your  computi 
for  viruses  or  hard-disk  problems. 

►  Best:  Intuitive  site  design,  plus  insightful 
reviews  from  editors. 

►  Worst:  While  there  are  reviews  and 
comparisons  for  Macintosh  products,  the 
pickings  are  slim. 
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Cameras  &  Photography 

olaroid  recently  filed  for  bankruptcy,  partly  because  It  failed  to  adapt  to  the  new 

ge  of  photography  and  the  Web.  Digital  photography  unites  photo  fanatics  with 
ie  point-and-shoot  crowd.  Camera  deals  abound  on  the  Web.  You  can  even 
hare  photos  and  learn  how  to  turn  your  hobby  into  digital  art.  —Adit  Nathan 


B&H  Photo 

www.bhphoto.com 

Among  photo  buffs,  Manhattan's  B&H  Photo  is  an  institu- 
tion for  deals  and  selections  on  cameras  and  electronics.  Its 
V/eb  site  has  more  than  130,000  professional  and  consumer 
photography  and  video  items  available  for  shipping  each 
day.  A  Canon  Powershot  Gl  with  3.34  megapixel  digital  res- 
olution sells  for  $630  (it'll  cost  you 
$800  in  other  stores).  Open  Box 
Specials — demos — come  in  perfect 
working  condition  with  warranty. 
B&H  also  lets  you  know  if  a  prod- 
uct has  cosmetic  imperfections  or 
missing  parts. 

^Best:  Simple,  intuitive  navigation. 
►  Worst:  Some  prices  are  only  available 
by  e-mail. 


alumet  Photographic 

ww.calumetphoto.com 

his  maker  of  large-format  view  cam- 
as  also  has  a  number  of  retail  stores 
icated  in  the  U.S.,  U.K.,  Netherlands, 
ermany  and  Belgium.  If  you  are  look- 
ig  for  high-end  specialty  cameras, 
ich  as  Hasselblad,  Noblex  and 
ambo,  this  is  the  place  to  come.  A 
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ce  feature  is  that  the  site  tells  you  if 
1  item  is  in  stock.  If  it's  not  m  stock, 
will  tell  you  when  the  next  shipment 
expected.  The  Alternative  Cameras 
ction  has  some  interesting  pinhole 
id  accordion-style  field  cameras,  such 
;  the  Ultralight  4x5  field  camera.  You 
m  also  browse  the  photo  gallery  or 
nd  out  about  upcoming  workshops  at 
le  PhotoCafe. 
Best:  Specialty  cameras. 
Worst:  Selection  of  amateur  photography 
oducts  is  slim. 


Digital  Photography  Review 

www.dpreview.com 

Why  does  this  site  receive  more  than  2 
million  visitors  every  month?  Because, 
since  its  inception  in  1998,  it  has 
proven  to  be  one  of  the  most  reliable 
resources  for  digital-camera  informa- 
tion on  the  Web.  Browse  the  archive  of 
more  than  50  in-depth  camera  reviews, 
complete  with  full  descriptions,  specs 
and  product  shots.  The  review  of  the 
Canon  PowerShot  G2  is  21  pages  long 
and  compares  it  with  the  Olympus  C- 
4040Z,  based  on  sample  pictures  and 
resolution  charts.  There's  also  a  buying 
guide,  with  a  glossary  of  terms,  and 
forums,  which  include  many  thoughtful 
discussions. 

►  Best:  Side-by-side  camera  comparisons. 

►  Worst:  The  reviews  can  get  too  technical. 

Kodak  Learning  Center 

www.kodak.com 

A  wonderful  resource  for  anyone  ven- 
turing into  photography.  There  are 
tutorials   on   lighting  and 
composition,  an  e-magazine 
and  a  Picture  Center.  Digi- 
tal-camera   users  should 
click  through  to  Kodak's 
Digital    Learning  Center, 


which  has  a  How-To  section  that 
explains  sharing  digital  photos  over  the 
Web  or  using  pictures  in  text  docu- 
ments. In  DLC's  Technology  section 
you  can  learn  exactly  how  digital  cam- 
eras work  and  the  difference  between 
using  a  JPEG  file  or  a  GIF  file.  You'll 
also  find  a  complete  online  course  and 
reference  guide. 

►  Best:  Online  digital  photography  courses. 

►  Worst:  Some  pages  are  bombarded  with 
Kodak  advertising. 

Photo.net 

www.photo.net 

This  site  attracts  a  community  of  pho- 
tographers who  loyally  answer  and 
comment  on  questions  in  eight  forums. 
Upload  your  pictures  to  create  an 
online  portfolio,  then  get  a  critique 
from  the  other  members.  Check  out  the 
Photo  of  the  Week  archive  to  see  a 
National  Geographic-like  collection  of 
shots,  like  the  awesome  image  of  a  tor- 
nado by  Ian  Wittmeyer.  Beginners  and 
experienced  photographers  alike  will 
find  the  online  tutorials  helpful.  Plus, 
Photo.net  has  extensive  equipment 
reviews,  even  a  preview  of  Canon's  new 
EOS  1-D  digital  SLR  camera,  which  will 
sport  4.15  megapixels  and  cost  $6,500 
when  it  hits  store  shelves  in  December. 

►  Best:  Great  for  improving  your  technique. 

►  Worst:  Digital-camera  reviews  cover  only 
five  manufacturers. 

RitzCamera-com 

www.ritzcamera.com 

RitzCamera.com  is  a  photography 
superstore  with  a  great  selection  and  free 
shipping  on  orders  over  $100.  Side-by- 
side  comparisons  instantly  tell  you  that 
Canon's  D30  may  be  better  than  Nikon's 
Dl-H  because  it  offers  better  resolution 
for  $1,350  less.  Click  over  to  RitzCam- 
era's  sister  site,  Photography.com,  to 
browse  equipment  reviews  and  articles, 
and  get  photography  tips.  You  can  even 
read  through  an  entire  course  on  digital 
photography  from  the  New  York  Insti- 
tute of  Photography. 

►  Best:  Three  pages  of  clearance  items. 

►  Worst:  Ritz  Blitz  deep-discount  deals  can 
be  easily  matched. 


Digital  film  fans  should  check  out  Atomfilms.com  and 
lfilms.com,  where  you  can  view  hot  shorts  like  The  Last 
Real  Cowboys  with  Billy  Bob  Thornton  and  the  hilarious 
Lego  re-creation  of  the  Camelot  scene  from  Monty 
Python  and  the  Holy  Grail. 
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Gifts 


Here  come  the  holidays.  And  if  you're  like  most  of  us,  gift  buying 

may  have  been  put  on  the  back  burner  by  bigger  concerns.  How  do  you 
maintain  the  giving  spirit  without  the  hassle?  Head  to  the  Web,  where  gift 
finders  and  personalized  shoppers  can  help  you  catch  up.  — Samantha  Lee 


/■(•(^C  N  VELOPE 


the  connoisseur 


1 


RedEnveiope 

www.redenvelope.com 

In  China,  gifts  of  good  luck  and  prosperity  are  delivered  in 
red  envelopes.  Here,  every  gift — searchable  by  occasion, 
recipient,  lifestyle  or  category — comes  with  a  red  envelope. 
Sort  by  16  recipient  types — from  babies  to  grandparents  to 
business  associates.  Or  by  their  lifestyle:  The  Executive,  for 
_  instance,  might  like  a  silver-plated  mouse.  The 
Gadget  Guru  might  enjoy  the  digital  spy  cam- 
era. And  for  the  Spa  Seeker,  the  site  recommends 
a  down-filled  massaging  bed  lounge.  From  the 
Personalized  Gifts  section,  order  silver-mono- 
grammed  wine  stoppers.  Prices  are  in  the 
$50-Sl50  range. 

^Best:  Pressed  for  time?  The  Express  Gifts  section 
offers  items  that  can  be  delivered  overnight. 
^  Worst:  Limited  selection  of  sweets  and  savories. 


am 


Ashford.com 

www.ashford.com 

Select  from  more  than  400  luxury 
brands  and  15,000  products,  including 
handbags,  sunglasses,  writing  instru- 
ments, fragrances  and  home  decor 
items.  In  the  Men's  Shop,  search  for  ties 
by  brand,  color  and  pattern.  A  Jhane 
Barnes  tie  goes  for  $100.  Or  buy  a 
Nakamichi  Sound  Space  system  small 
enough  to  hang  on  the  wall  ($500).  The 
Corporate  Gifts  section  includes  a  link 
to  the  Gifted  Portfolio,  a  site  where  you 
can  commission  unique  custom  corpo- 
rate gifts,  like  the  Incite  model  of  a  gas 
station  that  commemorated  the  Exxon- 
Mobil merger. 

^Best:  Ashford  will  e-mail  your  recipient  a 

selection  of  items  to  pick  from. 

►  Worst:  Selection  for  men  is  relatively  scant. 


and  travel  or  buy  a  certificate  for  some- 
thing more  unusual,  such  as  maid  ser- 
vice (Merry  Maids)  or  plumbing  (Res- 
cue Rooter).  Another  choice:  buy  a 
SuperCertificate,  which  is  redeemable 
at  any  of  the  600  vendors.  Certificates 
available  starting  in  $25  increments. 

►  Best:  Zip-code  finder  helps  determine 
which  stores  are  closest  to  your  recipient. 

►  Worst:  Not  all  vendor  certificates  are 
redeemable  over  the  Web.  In  some  cases,  it 
will  come  by  snail  mail. 

MuseumShop.con 

www.niuseumshop.com 

MuseumShop.com  has  partnered  with 
75  different  museums  worldwide  and 
offers  more  than  3,000  easy-to-find  gift 
items,  including  jewelry,  toys,  posters, 
apparel    and    housewares.    Sort  by 


GiftCertif  icates.com 

www.giftcertificates.com 

Can't  decide  what  to  buy?  Select  a 
gift  certificate  here  from  more  than 
600  merchants — from  mall  mainstays ' 
like  Macy's,  Eddie  Bauer  and  Crate  and 
Barrel  to  specialty  shops  like  Dean  & 
Deluca  and  Nat  Sherman  Tobacconist. 
Choose  gift  certificates  from  16  cate- 
gories including  hotels,  entertainment 
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Can't  decide  what  to  buy?  Presentplckercom  helps 
you  analyze  the  qualities  of  the  recipient  according 
to  age,  sex,  occupation,  lifes^/le  and  personality. 
Enter  the  information  and  up  comes  a  list  of  gifts 
and  a  link  to  the  sites  that  sell  them. 


museum  (like  the  Louvre  or  the  Mystic 
Seaport  Museum),  by  period  (like 
Byzantine  or  Dada)  or  by  artist.  Good- 
ies range  from  a  child's  doll  based  on 
Impressionist  Edgar  Degas'  ballerinas 


(from  the  Minneapolis  Institute  of  At 
to  a  bronze  sculpture  of  a  charging  bi. 
from  the  Museum  of  Financial  Histoc 
Can't  decide?  The  Gift  Finder  can  off 
suggestions. 

►  Best:  No  extra  shipping  fees  for  multiple 
items.  And  you're  supporting  museums. 

►  Worst:  Some  museums,  such  as  the 
Metropolitan  Museum  of  Art,  offer  a  small 
selection  of  their  products  on  this  site. 

Sharperlmage.com 

www.sharperimage.com 

From  electric  scooters  to  ionic  breeze  n 
purifiers.  Search  through  five  specif 
categories  (Home,  Yard  and  Auto,  Ele 
tronics  and  Play,  Office  and  Travel  ar 
Personal  Care)  for  innovative  gifts  su« 
as  a  Digital  E-Cassette  system,  whic 
lets  you  play  MP3s.  Gift  Guides  he 
you  sort  by  intended  recipient,  price 
top-ten  list.  The  Monthly  Specials  se 
tion  has  some  good  buys — a  foot  ca 
massager,  which  usually  goes  for  $6 
now  sells  for  $49.  Or,  attend  an  auctic 
and  bid  on  new  and  used  items. 


►  Best:  Flash  Auctions,  where  you  can  bid 
for  a  product  and  find  out  within  60  minute 
if  you  got  the  winning  bid. 

►  Worst:  The  Gift  Guides.  You  can't  select 
gifts  based  on  age,  lifestyle  and  interests. 

Tiffany  &  Co. 

www.tiffany.com 

Not  just  for  brides-to-be.  Wheth 
you're  shopping  for  babies  or  busine 
colleagues.  Tiffany's  has  a  classic  sele 
tion  of  striking,  beautifully  craftt 
gifts,  from  clocks  to  crystal  to  chin 
Need  a  wedding  present?  In  the  tabl 
top  category,  try  the  Elsa  Peretti  Boi 
crystal  candlestick  for  $150.  Or,  fro 
the  Holiday  collection,  treat  yoi 
mother-in-law  to  some  beautiful  boi 
china  dessert  plates  ($50  apiece).  Lu 
cious  enlargements  show  all  the  fii 
detail;  engraving  is  always  available. 

►  Best:  Business  gifts  searchable  by  price  o 
category,  like  Client  Gifts  or  Desk  Accessorie 

►  Worst:  No  product  information  on  the 
fragrance  thumbnails,  which  all  look  alike. 


Jewelry 


hopping  for  something  glittering?  Many  online  jewelers  offer 

ducational  content  on  gemstones  and  settings.  Some  let  you  design  your 
wn  ring.  You  can  also  buy  antique  and  art  jewelry,  but  few  sites  supply  a 
edigree,  so  look  for  insurance  and  return  policies.  —Deborah  K.  Dietsch 


Blue  Nile 

www.bluenile.com 

For  classic  adornments  in  gold,  silver,  platinum,  gems  and 
pearls  in  prices  from  just  under  $100  to  over  $10,000.  Educa- 
tion abounds:  learn  the  four  Cs  of  diamonds,  how  to  shop  for 
an  engagement  ring  or  how  to  buy  a  watch  (depends  on  how 
much  you  play  sports  and  travel).  Design  your  own  ring  and 
matching  studs — one  tool  shows  you  how 
different  carat  sizes  look  on  the  average 
earlobe.  Watch  selection  includes  Kenneth 
Cole,  TAG  Heuer  and  Ebel.  Also  on  tap: 
wedding  bands,  anniversary  and  baby  gifts, 
like  the  sterling  silver  barbell  rattle  ($85). 
Financing  and  insurance  offered. 
►  Best:  Gift  ideas  for  the  entire  wedding  party,  like 
a  sterling  silver  double-picture  locket  for  the  moms. 
^Worst:  Slim  selection  of  gemstones. 


shfofd.coM 

ww.ashford.coin 

raditional  jewelry  and  watches  are 
ily  part  of  the  fare  at  this  luxury  gift 
[e.  Before  you  dig  into  the  diamonds, 
msult  the  buyer's  guide  and  use  the 
ossary  to  learn  the  difference  between 
cloud  and  a  blemish,  a  fracture  and 
eavage.  For  other  jewelry,  search  by 
oduct  type,  material,  brand  and  price, 
be  Rare  and  Exceptional  section  fea- 
res  designer  stuff,  from  a  $7,000 
lamel-encrusted  serpentine  bangle  to  a 
amond  line  bracelet  with  30  stones 
159,300).  A  so-so  vintage  watch  area 
fers  mostly  recent  models  and  not 
any  product  photos. 
Best:  Free  appraisals  for  jewelry  over  $1,000. 
Worst:  Only  nine  preset  engagement  rings. 

iamond.oofli 

ww.(liainonil.com  , 

tarn  the  four  Cs  of  a  dia- 
ond — cut,  color,  clarity  and 
rat.  Or  pick  up  helpful  hints 
1  the  care  and  cleaning  of 
welry  and  watches.  Choose 
1  engagement  ring  from  the  wide  array 
diamond  and  gemstone  designs,  or 
eate  your  own.  Don't  miss  the  impres- 
ve  selection  of  watches  in  more  than 


30  brands — 265  Citizens  alone.  A  gift 
finder  helps  you  pinpoint  jewelry 
according  to  occasion  and  price. 
Financing  available. 

^Best:  Don't  see  what  you  want?  Make  a 
special  request. 

►  Worst:  Small  selection  of  wedding  bands. 


www.guild.coin 

If  you  like  something  funkier  than  cul- 
tured pearls  and  heart  pendants,  this 
artsy  site  features  a  wide  selection  of 
contemporary,  handcrafted  jewelry. 
Search  by  artisan,  jewelry  type,  price 
or  medium.  Be  prepared  for  some 
unusual  materials  and  shapes,  like 
Holly  Anne  Mitchell's  cuff  bracelet 
made  with  handmade  beads  from  the 
Sunday  comics.  Or  Dawn  Estrin  and 
George  Wilson's  retro  brooches,  cuff 


www.mondera.com 

Shop  and  learn.  This  handsome  site 
dishes  plenty  on  diamonds,  gemstones 
and  other  jewelry,  from  a  pearl  lexicon 
to  coral  classifications.  There's  a  history 
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Stumped  on  how  to  pop  the  question?  Find  41 
suggestions  at  www.diamondhelpers.com/loveandlife/ 
relatlontips/proposalideas.html.  They  range  from  the 
old-fashioned  CrackerJack  box  trick  to  training  a  parrot 
to  do  the  deed. 


links  and  pendants  adorned  with 
miniature  photographs. 

►  Best:  Artisan  profiles  personalize  the  makers. 

►  Worst:  Skimpy  watch  category. 


of  jewelry  (in  ancient  Rome,  only  the 
upper  class  could  wear  gold  jewelry) 
and  a  look  at  wedding  customs  around 
the  world.  Shop  by  product  or  occa- 
sion, or  create  your  own  diamond  ring 
and  earrings  by  selecting  shape,  cut, 
price,  carat  size,  color  and  clarity. 
Bridal  and  anniversary  suggestions  in 
the  Gift  Boutique. 

►  Best:  Guy's  stuff,  too,  from  wedding  bands 
and  money  clips  to  cuff  links  and  studs. 
►Worst:  Limited  selection  of  pins  and  brooches. 

Sottiebysxom 

www.sothebys.com 

Estate  jewelry  central.  When  we  looked, 
there  were  nearly  2,600  lots — from  a 
Victorian  garnet-and-pearl  necklace 
(valued  at  $850-$950)  to  a  13.46  karat 
yellow-diamond  ring  (valued  at 
$360,000-$390,000).  All  items  are 
sorted  by  historic  eras  and  subcategories: 
Period  Jewelry  1900-50,  for  example, 
includes  separate  clicks  for  Bracelets  &c 
Bangles  and  Cufflinks  &  Dress  Sets. 
Some  items  can  be  bought  immediately 
for  a  set  price. 

►  Best:  The  informative  collecting  guide.  And 
you  can  sign  up  online  for  an  appraisal. 
►Worst:  Unhelpful  descriptions  of  lots. 


www.tiffany.com 

Blue-box  pedigree.  Search  by  jewelry 
type,  metal,  gemstone  or  price.  Inventory 
ranges  from  a  sterling  silver  bead  bracelet 
($80)  to  a  classic  18-inch  pearl  necklace 
($10,500).  Browse  through  designer  col- 
lections, like  Paloma  Picasso,  or  consult 
the  Jewelry  Expertise  area  for  tips  on 
buying  diamonds  and  pearls. 

►  Best:  Elegant  design  to  match  the  goods. 

►  Worst:  No  engagement  rings  online. 
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Scooters  are  out.  Harry  Potter  is  in.  According  to  Jupiter  Media  Metrix, 

29%  of  online  shoppers  surveyed  will  point  and  click  for  toys  this  holiday  season. 
Where?  From  monsters  like  Amazon  to  indies  like  GeniusBabies,  the  survivors 
we  reviewed  are  varied  enough  to  please  every  taste.  —Cindy  Schweich  Handler 


SmarterKids 

www.smarterkids.com 

Head  of  the  class.  Kids  aren't  the  only  ones  who  can  learn 
from  this  intelligent  site  devoted  to  educational  toys,  games, 
books  and  software.  Shop  by  age,  brand,  character  or  theme. 
If  you  need  guidance,  click  on  Grade  Expectations  and  learn 
about  age-appropriate  activities.  (Recommended  for  fourth- 
grade  scientists:  the  Slime  Kit,  complete  with 
Brain  Jell-O  Juice.)  Or  take  the  Learning 
Style  Survey  to  understand  the  toy  recipi- 
ent's play  styles.  Staff  and  educators  rate 
and  review  each  product,  and  the  site  is 
teeming  with  news,  activities  and  advice. 
^Best:  Specialty  centers  for  homeschoolers, 
grandparents  and  kids  with  special  needs. 
►  Worst:  "Educational"  can  be  loosely  defined. 
What's  to  learn  from  the  board  game  Trouble? 


AreYouGame.com 

www.areyougame.com 

Games,  puzzles  and  brainteasers  for  all 
ages.  Come  here  for  classics  like  the 
board  game  Aggravation,  new  stuff  like 
Dexter's  Lab  Playset  and  the  EBay  Elec- 
tronic Talking  Auction  Game — and 
everything  in  between.  Looking  for  a 
vintage  board  game  from  your  youth? 
Try  the  Game  Attic,  where  we  found  a 
1937  Old  Maid  set  in  very  good  condi- 
tion ($60).  Trivia  buffs  can  find  games 
that  test  their  skills  on  subjects  ranging 
from  the  Bible  to  baseball  to  Star  Trek. 
Puzzles  include  750-piece  Impossibles 
with  five  frustrating  extra  pieces  or 
brain-teasing  mystery  puzzles,  like 
Murder  in  the  Year  2000. 

►  Best:  Those  entertaining  and  helpful 
employee  reviews. 

►  Worst:  Skimpy  Demo  Arcade. 

Etoys 

www.etoys.com 

Back  from  the  dead  (after  being  purchased 
by  KB  Toys),  Etoys  is  still  one  of  the  Web's 
most  thorough,  easy-to-use  toy  sites. 
Extensive  recommendations,  special  offers 
and  bestseller  lists  keep  you  on  top  of 
crowd  pleasers.  from  the  classic  Creepy 
Crawler  Oven  to  the  recent  Samantha 


(from  Bewitched)  Barbie.  Consumer  and 
expert  reviews — teenage  gaming  whiz 
Josiah  rates  video  games  for  graphics, 
sound,  control  and  mechanics — make  you 
feel  like  you're  shopping  with  an  avid  and 
informed  kid  by  your  side.  Product 
descriptions  include  package  weight, 
dimensions  and  battery  needs.  Discounts 
abound. 

►  Best:  The  Idea  Center:  hundreds  of  gift  ideas, 
plus  articles  and  interviews  with  experts  on 
topics  like  what  it  takes  to  be  a  veterinarian. 

►  Worst:  Some  age-inappropriate 
recommendations.  Silly  Putty  and  Crayola 
"first  crayons"  set  for  teenagers? 

GeniusBabies.com 

www.geniusbabies.com 

The  stork's  online  warehouse,  full  of  qual- 
ity toys,  videos,  books  and  necessities 
for  babies  and  their  families.  In  addi- 
tion to  a  mother  lode  of  well-designed 
rattles,  mobiles  and  puppets  by  re- 
spected brands  like  Lamaze  and 
Whoozit,  you'll  find  plenty  of  other  in- 
fant stimuli,  like  soft,  teethable  books,  crib 
mirrors  and  patterned  flashcards.  An  older 
baby  might  like  the  squishy  toy  laptop 
(complete  with  squeaking  mouse).  There 
are  also  goodies  for  toddler  siblings  and 
parents,  including  the  Diaper-Changing 


Tool  Belt  for  handy  new  dads. 

►  Best:  My  Registry  lets  expectant  moms  (o 
friends)  design  and  update  a  baby  wish  list. 

►  Worst:  Could  benefit  from  professional 
product  reviews.  (Do  you  really  need  a 
Wombsong  Prenatal  Sound  System?) 

Lego 

www.lego.com 

The  last  word  in  Legos.  As  colorful  ai 
inviting  to  the  eye  as  those  little  plasi 
bricks,  the  site  has  something  for  kids 
all  ages,  from  toddler-sized  Duplos  to  ; 
intricate  2,800-piece  Statue  of  Liber 
sculpture  for  teens.  Find  the  popul 
Bionicle  products  (more  than  20  choic 
here)  and  the  complete  Harry  Pott 
line,  including  Hogwarts  Castle.  N 
shopping.'  Kids  can  write  stories,  cre;i 
animated  comic  strips  or  vote  f 
builder  of  the  month  in  the  internatior 
Builders  Gallery.  Or  check  out  some  '. 
games   like   Insectoid  Challenge 


Junkbot,  an  mteractive  buildmg  gar 
featuring  a  garbage-loving  robot. 
►  Best:  Well-designed  and  fun. 
►Worst:  No  discounts. 

Toysrus.com/Amazon.com 
Toy  Store 

www.toysrus.com 

Megastore  inventory  combined  wi 
Amazon  service.  Customers  and  prof« 
sional  "toyologists"  rate  toys  while 
record  of  your  shopping  habits  produc 
personalized  recommendations.  Shop  i 
age,  brand  (such  as  Brio  and  Raver 
burger)  or  category  (from  action  figur 
to  videogames).  Visit  the  Baby  Centi 
Learning  Center,  G.I.  Joe  area  and  moi 


Getting  your  holiday  shopping  done  on  the  Web 
this  year?  Whether  you're  looking  for  the  best 
sites  for  books,  music,  electronics  or  sporting 
goods,  you  can  find  them  in  our  online  shopping 
review  directory,  at  www.forbesbestcom. 


For  bigger  kids,  check  out  Amazor 
music,  computer/video  and  DVD  areas. 

►  Best:  Huge  selection  runs  the  gamut  froi 
educational  to  trashy  TV  tie-ins. 

►  Worst:  Popular  hardware,  like  PlayStafic 
2,  only  available  in  maddening  packages. 
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Vintage  Posters 

n  the  1890s  the  poster  craze  in  Paris  escalated  to  the  point  where  collectors 

jponged  them  right  off  of  buildings.  These  days  it's  point  and  click.  We've 
concentrated  on  established  outlets  approved  by  the  International  Vintage 
'oster  Dealers  Association  (www.ivpda.com).  So  should  you.  —Beth  Kracklauer 


Chisholm  Larsson  Gaiiery 

www.chisholm-poster.com 

This  colorful  site,  online  home  to  a  20-year-veteran  dealer,  has 
just  about  any  poster  category  you  can  imagine.  There  are  old 
standbys  like  liquor  and  travel,  obscurities  like  Swedish  film 
and  Russian  propaganda,  even  Vietnamese  and  Lebanese  art 
posters.  The  20.000-plus  inventory  is  full  of  gems,  like  the  Saul 
Bass-designed  poster  for  West  Side 
Story  ($400),  World  War  Il-era  polit- 
ical posters  by  American  artist  Ben 
Shahn  ($600-$l,800)  and  the  classic 
"green  devil"  designed  by  Leonetto 
Capiello  for  Maurin  Quina  liqueur 
($1,400). 

^Best:  If  you  collect  Polish  movie 
posters,  this  is  tlie  place  to  find  them. 
►  Worst:  Can't  browse,  only  search. 


rhe  International  Vintage 
>oster  Fair 

iww.posterf  air.com 

Vs  close  as  you  can  get  online  to  the 
xperience  of  attending  a  poster  fair — 
or  better  and  for  worse.  This  is  a  one- 
top  click  to  dozens  of  top  dealers  from 
]!hicago  to  Zurich,  specializing  in  every- 
hing  from  early  French  lithographs  to 
ontemporary  Polish  circus  posters, 
"here's  also  a  master  calendar  of  impor- 
ant  poster  auctions,  exhibitions  and 
airs.  But  finding  your  way  around  the 
ite  can  be  a  challenge.  Click  on  the  list 
if  categories  on  the  home  page,  for 
xample,  and  you  end  up  trapped  in  an 
•nline  exhibition  titled  First  Ladies  of 
he  Poster. 

•Best:  Covers  all  the  bases. 
'Worst:  Byzantine  design. 

'osterConnection 

mw.posterconnection.com 

inline  arm  of  Jorg  Weigelt  Auktionen, 
vhich  conducts  poster  auctions  in  Han- 
lover,  Germany  (since  1986) 
nd  the  San  Francisco  Bay 
^rea    (since    1995).  Each 
iranch  holds  two  sales  a  year, 
vhich  you  can  attend  in  per- 
on  or  bid  in  via  EBay  Live 


Auctions.  Before  each  sale  you'll  find  a 
complete,  fully  illustrated  catalog  here. 
Between  sales  choose  from  the  fine 
selection  available  for  purchase  in  the 
Poster  Gallery.  Inventory  ranges  widely 
and  includes  travel,  advertising,  poli- 
tics, sports  and  art  images — from  a 
1930  French  ad  poster  for  escargots 
("Exquis!  Exquis!")  to  an  ace  selection 
of  World  War  II  images. 

►  Best:  Posted  results  from  past  auctions  let 
you  track  the  market  over  time. 

►  Worst:  Strictly  business.  No  historical  or 
educational  information. 

The  Reel  Poster  Gaiiery 

www.reelposter.com 

Search  by  film  genre,  decade,  actor  or 
director  to  sample  the  wide  selection  of 
international  movie  posters  from  the 
1910s  to  now.  If  you're  looking  for  a 
particular  actor,  you  can  only  enter  a  last 
name  into  the  search  field,  so  Katherine 
Hepburn  fans  will  need  to  wade  through 
Audrey's  results  as  well.  A  search  of  the 


Colors  and  other  details  don't  always  reproduce  well  digitally, 
and  the  poster  you  receive  by  mail  may  look  very  different 
from  what  you  thought  you  saw  on  the  screen.  Stick  to  sites 
with  a  full  money-back  return  policy  and,  when  in  doubt, 
phone  the  dealer  for  more  information. 


1950s  turned  up  nearly  400  posters, 
including  Belgian,  German  and  Italian 
versions  of  An  American  in  Paris,  and 
an  Italian  version  of  The  Blob  (Fluido 
Mortale)  with  Steve  McQueen. 

►  Best:  A  truly  design-driven  selection. 

►  Worst:  Won't  list  prices  for  posters  over 
£300  sterling  ($430).  You  must  inquire 
by  phone. 

Sothebys.com 

www.sothebys.com 

Top-quality  stock  with  the  ease  of 
online  bidding.  Posters  can  be  found  in 
several  categories  throughout  the  Col- 
lectibles and  Memorabilia  section, 
including  Advertising  Memorabilia  & 
Ephemera,  Entertainment  Memorabilia 
and  Posters:  Travel  &  War.  Or  simply 
type  "poster"  into  the  search  box  for 
an  overview  of  lots.  A  casual  search 
turned  up  an  original  poster  for  Jean 
Cocteau's  1946  film  La  Belle  et  La  Bete 
(estimated   value  $10,000-$15,000) 


,  Sothebys  com 


and  a  Toulouse-Lautrec  four-color  lith- 
ograph (circa  1895). 

►  Best:  So-so  traffic  at  the  site  means  deals. 

►  Worst:  Hefty  buyer's  fees:  15%  of  a 
successful  bid  up  to  $15,000. 

Yaneff  International 

www.yaneff.com 

Best  spot  on  the  Web  for  original  edi- 
tions from  the  Maitres  de  L'Affiche 
series — small  versions  of  popular 
posters  specially  printed  for  collectors 
between  1896  and  1900.  These  works 
are  highly  collectible  today,  and  any 
poster  collector  will  be  impressed  with 
the  roster  of  artists  represented  here: 
Henri  de  Toulouse-Lautrec,  Jules 
Cheret,  Alphonse  Mucha  and  other 
graphic  masters.  This  respected 
Toronto  dealer,  in  business  since  1975, 
now  sells  exclusively  online  (and  at  the 
occasional  poster  fair),  offering  illumi- 
nating minihistories  for  every  item. 

►  Best:  Exquisite  inventory;  educational 
content. 

►  Worst:  No  sense  of  series  size  or  rarity. 
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Charitable  Giving 

Since  Sept.  II,  Americans  have  been  reminded  of  the  importance  of 

charitable  giving.  The  Web  is  not  only  a  place  to  donate;  it's  also  a  place 
to  learn  about  volunteer  opportunities,  to  get  tips  on  giving  wisely  and  to 
screen  nonprofits  before  writing  any  checks.  — Luisa  Kroll 


JustGive.org 

www.justgive.org 

This  complete  giving  site  allows  you  to  donate  online  to  more 
than  850,000  organizations.  But  how  to  choose  from  so  many? 
Its  JustGive  Guide  has  2,000  prescreened  charities.  It  also  has 
helpful  information  on  specific  sectors:  Why  donate  to  animal 
causes.'  The  Guide  explains  that  three  of  ten  animal  abusers 
eventually  hurt  people.  What  about  chil- 
dren.' One  in  every  five  in  the  U.S  lives  in 
poverty.  Engaged  couples  can  register  at 
the  site  instead  of  asking  for  wedding 
gifts.  Quirky  feature:  donate  to  your 
favorite  celebrity's  charity  of  choice. 
Check  out  Sweat  for  a  Cause  to  search  for 
charity  runs  and  bike  rides. 
^Best:  100%  of  donation  goes  to  charity. 
►  Worst:  Lots  of  form-filling  before  donating. 


Give.org 

www.give.org 

Check  out  charities  here.  This  nonprofit 
watchdog,  formed  recently  through  the 
merger  of  the  Council  of  Better  Business 
Bureaus'  Foundation  and  the  National 
Charities  Information  Bureau,  posts 
comprehensive  descriptions  and  eval- 
uations of  250  national  organiza- 
tions. Also  on  tap:  detailed  tips  on 
giving,  including  information  on  tax 
deductions,  how  to  donate  a  car  and 
how  to  give  to  local  police  leagues  and 
firefighters  without  being  scammed  by 
middlemen.  You  can  file  complaints 
about  organizations  here,  too. 
^Best:  Tips  on  how  to  avoid  being  taken,  like 
don't  feel  pressured  to  give  on  the  spot. 
^  Worst:  Information  on  only  250  national 
groups.  For  regional  or  local  chapters,  you 
have  to  go  to  the  local  Better  Business  Bureau. 

GuideStar 

www.guidestar.org 

This  attractive,  intelligent  site  has  data  on 
more  than  850,000  nonprofits  around 
the  country.  Information  covers  the 
group's  executives,  programs  and  goals. 
You'll  also  find  financial  return  forms 
and  balance  sheets  for  approximately 
280,000  charities  required  to  file  with  the 
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IRS.  A  cinch  to  navigate,  the  site  lets  you 
look  up  nonprofits  in  towns  as  small  as 
Putney,  Vt.  A  special  section  links  you  to 
more  than  300  disaster-relief  and  assis- 
tance organizations,  from  the  Cantor 
Fitzgerald  Relief  Fund  to  the  Adirondack 
Rescue  Dog  Association. 


Don't  have  the  money  to  give  away  right  now? 
Consider  donating  other  things,  like  a  baby 
stroller,  a  computer,  frequent-flier  miles  or  an  old 
suitcase,  at  CharityAmerica.com. 


^Best:  Best  financial  information  on 
nonprofits. 

>^  Worst:  Spotty  information  on  the 
organizations  that  emerged  after  Sept.  II. 

Helping.erg 

www.heiping.org 

Topical  and  comprehensive,  this  site  has 
turned  its  home  page  into  an  invaluable 
resource  for  people  still  reeling  from 
Sept.  11.  It  features  several  disaster-relief 
organizations,  including  the  Robin  Hood 
Relief  Fund,  which  helps  lower-income 
victims  of  the  tragedy,  and  the  Twin 
Towers  Orphan  Fund.  How  to  Cope  has 
a  dozen  listings,  including  psychologists 
and  e-mail  support  groups.  There  are 
also  special  sections  for  parents,  teachers 


and  teens.  You  can  donate  directly  onlir 
to  thousands  of  nondisaster  groups  ; 
well.  All  administrative  costs  are  coverc 
by  the  AOL  Time  Warner  Foundatioi 
which  runs  the  site  with  nonprofit  par 
ners.  Thus,  every  dollar  donated  gotll 
directly  to  the  charity. 

►  Best:  Features  a  different  charity  daily, 
giving  new  donors  good  ideas  of  where  to  givf 

►  Worst:  Not  easy  to  find  out  about 
nondisaster-related  charities. 

Schoolpop 

www.sclioolpop.com 

Give  to  your  local  schools  while  yc 
shop.  Simply  register,  find  one  of  th 
21,000  participating  schools  and  g 
shopping  at  one  of  250  stores,  froi 
Baby  Gap  to  AT&T  to  Walmart.con 
Retailers  set  aside  a  percentage  of  eac 
purchase  as  a  donation.  Decide  whei 
to  shop  based  on  category,  brand  nan 
or  percent  donated  (Orvis  donates  9°/ 
Sharper  Image,  6%).  If  your  scho< 
hasn't  signed  up,  the  site  will  help  yc 
notify  it. 

►  Best:  A  terrific  layout  and  easy  navigatioi 

►  Worst:  Many  schools  listed  do  not  yet 
accept  donations  through  Schoolpop. 

VslBBteerllatcli 

www.volunteermatcli.org 

Want  to  give  time  rather  than  mone) 
This  site  refers  20,000  potential  volui 
teers  to  one  of  17,000  organizatior 
each  month.  Search  from  one  of  27  ca 
egories  like  seniors,  homeless  or  con 
puters  and  technology.  Or  punch  i 
your  zip  code  to  find  nearby  option 
Recent  opportunities  included  mannir 
phones  to  help  Sept.  11  survivors  i 
need  of  financial  assistance,  cleaning  u 
a  neighborhood  park  and  helping  thro- 
a  party  for  kids  with  HIV  and  AIDS. 

►  Best:  30,000-plus  volunteer  opportunities 

►  Worst:  Some  kinks  in  the  links:  a  recent 
click  on  Emergency  &  Safety  listed  a  fund 
that  asks  for  computers  for  kids  with 
incurable  diseases. 


Coping  with  Trauma 

he  Sept.  11  terrorist  attacks  have  left  many  feeling  vulnerable  and 

tressed.  Whether  you  need  help  finding  a  therapist,  advice  on  how  to 
ilk  to  your  children  or  a  place  to  go  for  some  comic  relief,  the  six  sites 
elow  offer  assistance.  —  Jennifer  McCullam 


David  Baldwin's  Trauma  Information  Pages 

www.trauma-pages.com 

Since  1995  psychologist  David  Baldwin  has  compiled  volumi- 
nous links  to  articles,  handouts  and  other  mental-health 
resources  on  a  wide  array  of  trauma  and  stress  topics.  His 
extensive  Disaster  section  addresses  hundreds  of  issues  relevant 
to  the  Sept.  1 1  attacks,  from  reducing  building-safety  fears  to 
assisting  families  touched  by  aviation 
disasters.  The  General  Support  page 
covers  topics  like  recognizing  post- 
traumatic stress  disorder,  and  lists 
scores  of  support  groups  and  thera- 
peutic resources.  Also  on  the  site:  a 
deep  list  of  recommended  books. 

►  Best:  Site  is  searchable  by  key  phrases. 

►  Worst:  Design-challenged,  making  the 
information  volume  seem  overwhelming. 


mericaB  Psyctaologicai 
ssociatioa 

ww.apa.org/psychnet 

heck  the  APA's  mental  well-being  site 
(r  its  section  devoted  to  the  attacks, 
egularly  updated  information  includes 
tides  on  anthrax  anxiety  and  not  giv- 
g  in  to  terrorist  mind  games.  Find  lists 
'  warning  signs  for  post-traumatic 
ress  disorder,  tips  on  responding  to 
rrorism,  links  to  APA  books  and  arti- 
es  and  subsections  for  helping  kids. 
Best:  Sections  on  anger,  depression  and 
Dience  have  been  updated  since  Sept.  II. 
Worst:  Gives  only  an  800  number  for 
iding  a  local  therapist. 

aryl  Cagie's  Professieaal 
artooBists  index 

tp://cagle.siate.msn.com 

ad  enough  dire  news  about  anthrax,  war 


and  recession.''  If  laughter  is  the  best  medi- 
cine, then  click  here  for  your  daily  dose  of 
topical  humor  by  more  than  100  leading 
editorial  cartoonists  from  around  the 
world,  compiled  by  Daryl  Cagle  of 
Slate.com.  Search  in  more  than  50  cate- 
gories, or  peruse  a  special  section  of  War 
on  Terror  cartoons.  One  by  Jimmy  Mar- 
gulies  of  the  Record  (N.J.)  shows  a  cover 
of  Cosmotaliban  magazine,  with  cover 
lines  like  "Make  Him  the  Master  of  the 
Household."  And  don't  miss  the  adven- 
tures of  alternative-comic  hero  Too  Much 
Coffee  Man. 

►  Best:  Lesson  plans  for 
teaching  with  cartoons. 

►  Worst:  Nothing  funny  about  its 
navigability. 


Healing)  and  videos  ("Calming  Down"). 

►  Worst:  Some  boards  tend  to  stray  off  topic. 

National  Center  for  PTSD 

www.ncptsd.org 

Post-traumatic  stress  disorder,  a  serious 
and  legitimate  reaction  to  terrorist 
attacks,  can  cause  flashbacks,  night- 
mares and  inability  to  concentrate  on 
tasks.  Here,  one  can  find  specific  expla- 
nations of  the  difference  between  normal 
and  severe  reactions,  priorities  for  help- 
ing survivors  and  signs  that  it's  time  to 
intervene  on  a  person's  behalf.  With  sec- 
tions for  both  professionals  and  the  pub- 
lic, this  site's  detailed  information  can  at 
times  be  clinical.  Also  available:  two 
online  videos  on  recovery. 

►  Best:  Summary  of  treatment  options,  from 
medication  and  therapy  to  more  experimental 
eye-movement  desensitization  and  reprocessing. 

►  Worst:  The  Effects  of  Media  Coverage 
article  gives  more  stats  on  what's  on  TV  than 
tips  on  not  becoming  overwhelmed  by  it. 


National  OrgaaizatloB  for 
Victim  Assistance 

www.try-nova.org 

Flight  800.  Columbine.  Oklahoma  City. 
Since  1975,  NOVA  has  been  assisting  crisis 
victims,  both  on  the  scene  and  after  the 
faa.  These  trauma  experts  offer  invaluable 
online  information  for  victims,  their 


Are  you  having  trouble  explaining  the  anthrax  scare  to  your 
kids?  Check  out  the  animated  short  Anthrax  Movie  at 
www.brainpop.com.  Tim  and  Moby  address  kids'  fears  by  ex- 
plaining in  simple  terms  how  the  disease  is  spread  and 
treated.  There's  even  a  quiz  at  the  end. 


IVilla^e 

www.ivillage.com/boards 

When  you  need  to  talk  it  out.  IVillage's 
well-moderated  message  boards  let  parents 
float  the  latest  anthrax  rumor,  discuss 
strategies  for  talking  to  kids  about  terror- 
ism or  just  seek  comfort  from  others.  Click 
over  to  the  Coping  with  Tragedy  Center, 
which  includes  helpful  articles,  videos  and 
online  member  chats  on  topics  like  post- 
traumatic stress  disorder. 
►  Best:  Informative  articles  (Hints  for 


families  and  friends.  Frank  articles  for 
survivors  include  Surviving  the  Holidays 
and  Running  the  Talk  Show  Gauntlet. 
Hints  for  friends  and  caregivers  include: 
"Offer  practical  options  for  help,"  like 
caring  for  children  and  mowing  the  lawn. 
Also  on  tap:  background  on  victims'  rights 
and  a  wide  array  of  phone  and  Web-based 
hotline  resources. 

►  Best:  Want  to  volunteer  on  the  front  lines? 
Find  out  here  about  training  with  NOVA  pros. 

►  Worst:  New  message  board  still  thin. 
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Home  Improvement 

The  only  thing  worse  than  a  leaky  roof  Is  trying  to  fix  one.  Go  online  to  find 

a  contractor  or  to  learn  to  do  it  yourself.  While  Home  Depot,  Lowes  and 
Sears  have  useful  sites,  especially  if  you're  planning  a  trip  to  a  nearby  store, 
we  also  liked  these  informative,  lesser-known  resources.— Melanie  Menagh 


BobVila.com 

www.bobvila.com 

Think  Martha  Stewart  with  testosterone.  Vila,  the  PBS  and  cable 
guru  to  the  DIY  crowd,  headlines  this  media-rich  site.  Follow  his 
current  building  projects,  like  the  Dot.com  Dream  Home,  com- 
plete with  video  clips  and  a  24-hour  Web  cam.  Looking  to 
build?  Choose  from  hundreds  of  home  plans.  Or  check  out  the 
content  on  high-tech,  green  and 
handicapped-accessible  homes.  The 
How-To  section  hammers  home  clear 
advice  on  everything  from  choosing 
roof  shingles  to  unfreezing  pipes, 
while  the  Interactive  House  lets  you 
click  rooms  for  related  editorial. 
Also:  organized,  well-traveled  boards. 
^Best:  The  3-D  Room  Designer. 
►  Worst:  Most  video  demos  pilch  products. 


Amazon.com  Tools  &  Hardware 

www.amazon.com 

Tools  infinitum.  Shop  by  tool  type, 
manufacturer  (73  represented)  or  top 
sellers.  A  search  for  sanders,  for  exam- 
ple, yielded  a  dozen  types,  along  with 
recommended  models  and  sander  test 
results.  We  clicked  on  detail  sanders, 
bringing  up  nine  choices  that  ranged  in 
price  from  $39  to  $175.  As  usual  at 
Amazon,  each  product  page  is 
enhanced  with  tech  specs,  user  reviews 
and  side-by-side  comparisons 
with  similar  products. 
^Best:  The  Information 
Warehouse,  with  professional 
reviews,  tool-kit  lists,  buying  guides 
and  lavishly  illustrated  how-tos. 
►  Worst:  Amazon's  "cookies"  manage  to 
replicate  the  creepy  feeling  of  a  salesperson 
following  you  around  the  store. 

Better  Homes  &  Gardens 

www.bhg.com 

Beneath  its  persistent  June  Cleaver 
veneer,  BH&G  has  plenty  for  the  tool-belt 
set.  Sure,  you  can  brush  up  on  your  deco- 
rative painting,  but  the  real  reason  to  go 
here  is  the  Home  Solutions  click.  Its 
Home  Improvement  Encyclopedia  offers 
explicit  diagrams  and  animations  for 


projects  like  laying  flagstone  patios, 
while  its  How-To  videos  flesh  out  larger 
room-makeover  projects.  The  Tool  Ency- 
clopedia and  Calculators  are  invaluable. 

►  Best:  The  fun  and  easy-to-use  Arrange-a- 
Room  tool  puts  you  In  the  designer's  chair. 

►  Worst:  Media  elements  can  cause  page 
delays. 

Homestore.com 

www.homestore.com 

Best  known  as  a  place  to  find  or  finance 


Looking  for  the  perfect  vintage  newel  posts  to  complete  your 
staircase  set?  Or  an  antique  stained-glass  window  for  the 
foyer?  Try  www.oldhouseparts.com,  an  architectural  salvage 
site.  Peruse  the  sample  stock  and  contact  the  site  with  spe- 
cific requests. 


a  house,  Homestore.com  also  helps  you 
fix  it  up.  Editorial  content — on  kitchens, 
baths,  decks,  even  feng  shui — abounds. 
Check  out  the  Real  Remodels  section 
for  fun  before-and-after  fix-up  stories. 
The  Advice  area  is  chock-full  of  articles 
on  remodeling  and  maintenance,  with  a 
special  section  on  preparing  your  house 
for  sale.  Illustrated  How-To  Guides 
detail  more  than  100  projects,  from 
building  a  toy  box  to  replacing  your  fur- 
nace filter.  And  a  Home  Improvement 
Calendar  lists  monthly  to-do  lists. 


►  Best:  She  Said/He  Said:  A  contractor  an 
a  columnist  duke  it  out  In  the  Advice  area. 

►  Worst:  Line  between  editorial  and 
advertising  can  be  blurry. 

ImproveNet 

www.improvenet.com 

Click  here  for  contractors,  architec 
designers,  lenders — nearly  30,000  hoi 
pros  in  all.  Just  fill  out  the  projt 
questionnaire  and  ImproveNet  w 
forward  your  data  to  up  to  fo 
contractors  in  your  area,  who  then  contj 
you.  Worried  about  hiring  online?  The  s 
guarantees  its  network  vendors  for  a 
project  over  $500.  (Check  the  fine  print 
you're  dissatisfied,  the  site  supplies  y( 
with  another  contractor  at  its  discretioi 
Project  calculators  cough  up  ballpa 
figures:  A  standard  bathroom  redo 
rural  Vermont  was  only  slightly  less  th. 
one  in  San  Diego. 

►  Best:  Project  Planning  Guide:  a  walk- 
through from  predesign  to  the  contract  to 
updating  Insurance  on  the  completed  projc' 

►  Worst:  Message  Board  topics  are  run  by 
suppliers:  i.e.,  DuPont  sponsors  Kitchen  Idea 

The  Old  House  Web 

www.oldhouseweb.net 

Finally,  an  old-home  site  that  doesr 
dictate  pristine  restorations  or  presur 
unlimited  budgets.  Here's  How  offe 
advice  on  everything  from  restoring 
fireplace  mantel  to  weatherproofing 
historic  home.  The  excellent  Finan 
section  features  helpful  content,  like  ti 
life  expectancy  of  appliances  and  fittin 
and  sample  maintenance-and-repa 
budgets.  Bulletin  boards  host  provoc 
tive  discussions  such  as  Renovation  v 
Restoration  and  Keeping  a  Home  in  tl 
Family.  Extensive  supplier  links  incluc 
antiques  as  well  as  new  items. 

►  Best:  Inspirations:  a  collection  of 
renovation  stories,  like  that  of  the  ornate 
and  run-down  Homer  Castle,  bought  In  IS9 
for  $71,000. 

►  Worst:  Few  illustrations  in  the  how-tos. 
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Sports  Travel 

)r  some  people  vacation  is  all  about  lazing  on  a  beach  with  a  fruity 

ink  in  hand;  to  others  that  describes  a  holiday  in  hell.  These  sites  help  you 
an  or  book  a  sporting  vacation.  Most  are  so  packed  with  information  that 
)U  may  find  yourself  exhausted  before  you  start  packing.  —Leigh  Gallagher 
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Backroads 

www.backroads.com 

This  Berkeley-based  outfitter  has  been  arranging  upscale  biking 
tours  for  over  two  decades.  Now  it's  expanded  into  walking, 
golfing,  water  sports  and  "active  gourmet"  trips.  Booking  an 
excursion  online  is  nearly  as  fun  as  coasting  down  a  country 
road  to  a  private  anthropological  tour  of  cave  paintings  in  the 
Dordogne.  Search  the  site's  inventory  of  159 
trips  in  130  countries  by  specifying  type  of  trip, 
price,  location  or  date.  FAQs  will  tell  you  how 
hard  to  train,  and  pop-up  guides  map  your  trip. 
Entice  companions  to  snorkel  in  Belize  or  bike 
in  Bali  via  the  site's  e-mail  postcards. 
^Best:  Sumptuous  photos:  Peddling  through  the 
peaceful  rice  paddies  of  Guandong,  and  virtual  tours 
of  destinations  like  the  Loire  Valley. 
^Worst:  Lacks  customer  feedback. 


rontiers  International  Travel 

vw.frontierstrvl.Gom 

rious  anglers  know  this  site  as  the 
emier  destination  for  upscale, 
ided  saltwater  and  freshwater  fish- 
g  trips.  In  its  32  years  Frontiers 
ternational  Travel's  founders  and 
ides  have  explored  most  corners  of 
e  world.  And  while  Frontiers  orga- 
zes  shooting,  scuba-diving  and  safari 
ps,  too,  it's  best  known  for  its  ele- 
nt  guided  fly-fishing  vacations  to 
aces  like  Montana's  Big  Hole  River 
Zambia's  Chiawa  Camp,  where  you 
n  snag  a  10-pound,  acrobatic  tiger 
h  on  fly.  New  destinations  include 
.  Francois  Lagoon  in  the  Seychelles 
r  bonefishing  and  dove  shooting  in 
)livia. 

lest:  Current  Travel  News  section  offers 
;al-condition  reports. 
Worst:  While  beginners  are  welcome,  site 
(ers  to  experienced  sportsmen. 

rand  Prix  Tours 

vw.gptours.com 

ice  fans,  start  your  engines:  This  Cali- 
rnia-based  outfitter  offers  auto-racing 
ckages  to  visit  Formula  One,  CART, 
L,  Nascar  and  Vintage  races  world- 
de.  Prices  range  from  $500  for  the 


2002  Nascar  Talladega  500  to  $6,000 
for  five  nights  in  Monte  Carlo  for  the 
2002  Monaco  Grand  Prix.  Some  trips 
offer  extras,  like  pit  access,  VIP  hospi- 
tality and  driver-hosted  parties. 
^Best:  Race-car  fans  can  get  the  latest 
happenings  in  Motor  Sports  News  section. 
►  Worst:  Package  prices  don't  include 
airfare  or  event  tickets.  Also,  this  site 
doesn't  get  the  checkered  flag  for  speed. 

Roadtrips 

www.roadtrips.com 

Why  settle  for  a  satellite  broadcast 
from  a  smoky  sports  bar  when  you  can 
follow  your  favorite  hockey,  baseball, 
football  and  basketball  teams  on  the 
road?  Roadtrips'  packages  range  from 
a  $289  two-day  Atlanta  Thrashers 
Hockey  Getaway  to  a  $4,740,  five-day, 
first-class  trip  to  the  2002  Super  Bowl. 


rhc  I 'liiiiiciK-  ill  Sporis  Tr<j\;rj_ 

<  .ill  I  X'  'i.  l^)  .  :  /■).' 


(iri<lir<)i>  rooihiill  (iciiiwiiss 

2001/2002  TMin  aod  TH«»I  P«dU«H 


The  Canadian  company  also  offers  trips 
to  professional  golf  and  auto-racing 
events.  Free  monthly  e-mail  newsletter 
for  latest  trip  info  and  special  discounts. 

►  Best:  Snapshots  of  hockey  fans  on  the  road. 

►  Worst:  You'll  need  to  arrange  your  airfare. 

Tennis  Resorts  Online 

www.tennjsresortsonline.coin 

Roger  Cox  visited  more  than  300  tennis 
resorts  and  participated  in  more  than 
50  tennis  camps  in  his  17  years  as  resort 
and  leisure  writer  for  Tennis  magazine. 
In  1999  he  uploaded  his  body  of  exper- 
tise to  this  site,  which  provides  detailed 
profiles  and  analysis  of  more  than  300 
tennis  destinations.  Search  by  price, 
location,  amenities,  court  surface  and 
other  needs  (spa,  beach,  golf).  Reviews 
include  photos,  description,  rates  and 
the  popular  Your  Call  section  of  visi- 
tors' comments.  Get  details  on  a  week- 
end clinic,  including  ten  hours  of 
instruction,  a  one-hour  massage,  plus 
accommodations  at  Delaware's  Sea 
Colony  Beach  and  Tennis  Resort. 

►  Best:  Detailed  reviews  and  discounts  at 
some  resorts  when  you  mention  the  site. 

►  Worst:  Content  only— you'll  have  to  call  or 
link  through  to  book  the  trip. 

TravelGolf.com 

www.travelgolf.com 

TravelGolLcom  is  the  parent  and  home 
page  for  24  regional  golf-travel  sites. 
Each  features  a  searchable  database  of 


th 


e  region  s  courses,  course  reviews, 


For  the  lowdown  on  booking  vacations, 
from  Scuba  Diving  to  Cultural  Travel  to 
Nature  Tours  to  Spa  Vacations,  visit 
www.forbesbest.com,  where  there  are 
more  than  200  travel  sites  reviewed. 


tournament  schedules  and  product 
reviews.  The  site  recently  started  selling 
travel  packages  through  a  network  of 
independent  tour  providers.  Punch  in 
your  desired  area,  number  of  golfers 
and  flight  requirements  and  you'll  get 
multiple  quotes  for  trip  packages. 
Other  travel  tools  include  a  currency 
converter.  Weather  Desk  and  Golf 
Travel  Tips.  Link  to  Golfboards.com, 
where  the  Worst  Public  Courses  section 
describes  the  upgrades  at  Colorado's 
Arrowhead  Golf  Course. 

►  Best:  Rave  of  the  Day,  a  daily  dispatch 
from  a  day  on  a  particular  golf  course. 

►  Worst:  Busy,  text-heavy  site  can  be 
difficult  to  read. 
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With  the  2002  Winter  Olympics  set  to  start  in  Salt  Lake  City,  all  eyes  will 
soon  be  on  the  white  stuff  Use  the  Web  to  follow  the  ski  circuit,  track 
snow  conditions  on  your  favorite  slopes,  buy  that  snowboard  you've 
coveted  or  improve  your  slalom  technique.  —Christopher  Elliott 


FA>OHffE 


SkiCentral 

www.skicentral.com 

If  it's  got  anything  to  do  with  snow,  you'll  find  it  here.  Offers 
nearly  8,000  Hnks  to  mountain  resorts,  ski  news,  gear  sites, 
vacati(^n-planning  resources,  even  ski  history.  Check  out  con- 
ditions at  any  resort  in  the  world.  View  snowcams  from 
Aspen  to  Zermatt.  Link  to  more  than  100  magazines  ranging 
from  Big  Flakes  to  XGirlSport.  Plus 
you'll  find  extensive  special-interest 
sections  dedicated  to  everything 
from  cross-country  and  disabled  ski- 
ing to  snowboarding  and  Telemark. 
^Best:  Regional  links  include  a  wide 
array  of  resources,  including  accommoda- 
tions, ski  camps  and  heli-ski  companies. 
^Worst:  Little  original  content.  Some 
links  to  marginally  useful  hobbyist  sites. 


SkierShop.com 

www.skiershop.com 

The  online  arm  of  this  popular  Vermont 
ski  retailer  offers  skis,  apparel  and  gear, 
from  car  racks  to  goggles  to  boot 
heaters.  Inventory,  often  discounted,  is 
deepest  in  skis,  poles,  bindings  and 
boots.  Search  for  them  by  type  (like  rac- 
ing, telemark,  mogul)  or  brand  (like 
Rossignol,  K2,  Volkl),  and  use  the 
Compare  button  to  see  how  your  choice 
ranks  against  similar  products.  Limited 
selection  in  apparel  and  accessories; 
check  the  Women's  and  Juniors  sections 
for  more.  In  an  otherwise  skimpy  Com- 
munity section,  look  for  the  helpful  Ski 
Tips,  instructional  pages  illustrating 
some  four  dozen  ski  techniques,  from 
the  downhill  hand  sweep  to  the 
jackrabbit  turn. 

^Best:  Can't  find  your  favorite  gear  here? 

E-mail  the  store  with  requests. 

►  Worst:  Slower  than  skiing  in  slush. 

SkiNet.com 

www.skinet.com 

A  portal  for  winter  sports  that  mixes 
content  from  trade  magazines  like  Ski, 
Freeze  and  Skiing  with  news,  reader 
polls,  boards  and  chat.  Browse  the  mag- 
azines' wealth  of  travel  and  gear  advice, 
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like  the  online  heli-skiing  guide,  or 
check  out  tips  from  the  pros,  like  Preci- 
sion Pole  Plants.  The  Powder  Shots 
chart  will  leave  you  drooling  for  some 
steep-and-deep  at  your  favorite  slope — 
as  will  the  photo  gallery  and  live  moun- 
tain cams. 

►  Best:  Resort  Finder  rates  everything  from 
waits  at  the  lifts  to  snow  grooming. 

►  Worst:  Some  questionable  advertorial- 
type  content:  Does  anyone  care  that  the 
Denver  Broncos  cheerleaders  are  now  being 
outfitted  by  Spyder  Active  Outerware? 

Transworld  Snowboarding 

www.transworldsnowboarding.com 

Online  home  of  Transworld  Snow- 
boarding magazine,  conveying  all  the 
edgy  exuberance  of  surfing  the 
slopes.  Stories  from  the  print  maga- 
zine range  from  instruction  ("Wax, 
Just  Don't  Bite  It")  to  competition 
news.  Interactive  components 
include  active  message  boards  and 
opportunities  for  readers  to  e-mail 
interview  subjects  directly.  A  buyer's 
guide  identifies  the  top  snowboards 
while  a  lexicon  (located  in  the  Instruc- 
tion archive)  teaches  you  all  the  termi- 
nology, from  riding  fakie  (backvsards) 
to  riding  jib  (on  nonsnow  items  like 


SNOWP 

BOARDING 


rails,  logs  or  garbage  cans). 

►  Best:  Extensive  video  archive  of  trailers 

►  Worst:  Resort/Travel  section  amounts  l 
little  more  than  press  releases. 

Worldrec.com 

www.worldrec.com 

Before  you  book  a  ski  vacation,  cli 
here  for  in-depth  reviews  of  Noi 
American  and  European  ski  resor 
Check  out  the  lists  of  top-ten  reso 
by  categories  such  as  on-mounti 
dining  (Keystone,  Colo.),  powt 
(Snowbird,  Utah),  children's  progra 
(Winter  Park,  Colo.)  and  cross-cot 
try  and  alpine  ratings.  Resort  ratir 
offer  opinionated  reviews  on  evei 
thing  from  trail  maps,  snowboa 
parks  and  ski  schools  to  lodging,  d 
ing,  nightlife,  child  care  and  otl 
activities. 

►  Best:  Unlike  many  travel-oriented  sites,  t 
one  isn't  afraid  to  give  a  resort  a  bad  review 

►  Worst:  Leaves  out  New  Zealand  and 
South  America. 

XCSkiworld.com 

www.xcskiworld.com 

For  cross-country  skiers  who  pre 
gliding  along  gentle  trails  to  slalomi 
down  steep  slopes.  This  site  is  nothi 
to  look  at,  but  there's  content  for  eve 
one  from  beginners  to  competito 
Find  out  the  best  trails  (in  Where 


Want  to  get  a  jump  on  your  Winter  Olympic 
Game  preparation?  Check  out  athlete  bios,  short 
features,  ticket  and  event  information  at 
www.slc2002.org,  the  official  site  of  the  2002 
games  in  Salt  Lake  City. 


XC),  how  to  sharpen  your  form  (Ki 
Like  a  Mule  ...  Ski  Like  a  Bird,  in  Tec 
nique)  and  how  to  manage  gear  (Wi 
able  or  Waxless  Skis?).  Also  helpful:  I 
Workout  of  the  Week. 

►  Best:  The  Technique  area. 

►  Worst:  Why  so  chintzy  with  photos? 


/Var  Intelligence 

used  to  be  that  when  America  went  to  war,  there  weren't  many 

itions  for  following  the  troops.  Mainstream  media,  with  its  pack  coverage, 
ovides  little  depth  and  even  less  variety.  Look  to  the  Web:  Alternative  sites 
ick  the  hostilities  and  sometimes  scoop  established  peers.  — Seth  Lubove 


Mm's  Ptiea  and 
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Jane's  information  Group 

www.janes.com 

The  online  version  of  the  preeminent  British  publisher  of  infor- 
mation about  military  hardware,  Jane's  is  a  good  place  to  find 
expert  reporting  on  the  conflict,  as  well  as  original  analyses 
and  contrarian  stories  that  debunk  the  major  media.  Example: 
A  recent  piece  shot  down  rumors  that  the  Taliban  had  lifted  a 
ban  on  opium  poppy  production  as  a  show  of 
support  for  Osama  bin  Laden.  In  August  sub- 
scribers got  a  detailed  report  on  the  resilience 
of  al  Qaeda.  The  writing  is  refreshingly  crisp 
and  opinionated,  in  contrast  to  the  bland  style 
of  most  American  journalism.  Though  much  of 
the  content  costs  extra,  there  are  extracts  plus 
occasional  free  full-length  stories. 
^Best:  The  free  excerpts.  Ease  of  navigation. 
►  Worst:  Postage-stamp-size  photos. 


covering  a  tough  beat. 

►  Best:  Features  like  a  recent  story  in  which 
Uzbek  vets  of  the  Soviet-Afghan  war  detail 
Taliban  fighting  skills. 

►  Worst:  Journalistic  high-mindedness. 


Bbkafile 

rw.debka.com 

lis  Jerusalem-based  site  has  achieved 
:ent  notoriety  for  its  tip-sheet-like 
)orts  from  the  war  zone.  Run  by  two 
f-described  experienced  foreign  corre- 
ondents,  the  site  offers  commentary 
d  analysis  of  global  events,  especially 
>m  the  Middle  East.  Caution:  Most  of 
information  is  attributed  to  uniden- 
ied  sources.  But  Debkafile  has  been 
ead  of  the  pack  often  enough  to  sug- 
;t  that  the  reporting  is  good.  Some  of 
s  frightening,  like  a  recent  report  that 
1  Laden  has  100  or  so  "lone  wolves" 
crating  under  deep  cover  inside  the 
S.  and  abroad  waiting  to  carry  out 
^programmed  missions, 
lest:  The  archives. 
Vorst:  Amateurish  design. 

obalSecurity.org 

rw.globalsecurity.org 

ominally  a  think-tank  site  founded  by 
rense-policy  wonk  John  Pike,  the  site 
a  one-stop  repository  of  satellite 
ages  and  video  footage  from  the  war 
ne.  There's  no  need  to  bother  with 
's  know-it-all  talking  heads  and 
noxious  ads  when  you  can  download 
•  same  videos  and  images  from  Pike's 


site,  which  offers  a  helpful  warning  for 
larger  files.  Look  for  the  Where  are  the 
Carriers?  page  for  up-to-date  status 
reports  of  U.S.  aircraft  carriers  and 
links  to  the  ships'  Web  sites. 

►  Best:  Depth  of  military  information. 

►  Worst:  Bare-bones 
graphics,  dead  links. 


Out  Tlierc  News 

www.megastories.com 


OtiTTHERENEWS 


Cover  your  rx>se  and  moutti 


Founded  by  former  Reuters  journalists 
John  West  and  Paul  Eedle,  this  is  a  great 
site  for  unfiltered  frontline  and  first- 
hand perspectives  about  the  conflict  du 
jour.  Some  dispatches  are  written  by 
folks  with  an  obvious  ax  to  grind,  such 
as  the  correspondents  from  an  Afghan 
women's  opposition  group.  But  others 
are  touching,  including  the  missives 
from  a  pediatrician  treating  patients  in 
Afghan  refugee  camps.  The  site  also  vis- 
its other  war  zones,  including  chilling 
accounts  of  children  growing  up  in  the 
midst  of  Northern  Ireland's  violence. 

►  Best:  Multimedia  background  on  topics 
like  Islam. 

►  Worst:  OTN's  constant  pleas  for 

donations. 


Institute  for  War 
&  Peace  Reporting 

www.iwpr.net  '  

Yet  another  loftily  named  nonprofit  site 
employing  local  journalists  to  cover  cri- 
sis zones,  mostly  in  central  Asia  and  the 
Balkans,  London-based  IWPR  is  a  good 
place  to  find  stories  missed  by  the  main- 
stream press.  It's  at  its  best  on  stories  that 
sort  out  the  unpronounceable  names  and 
shifting  alliances  of  the  murky  former  So- 
viet region  known  as  the  Lands  Called 
Stans.  IWPR  contributors  do  a  decent  job 


A  few  hours  after  the  terrorist  attacks  the  Library  of  Congress, 
the  Internet  Archive  and  webArchivistorg  began  assembling  a 
collection  of  related  Web  links.  You'll  find  tens  of  thousands  of 
pages,  ranging  from  the  Ayn  Rand  Institute  to  the  World  Islamist 
Front  to  Zompist's  Rant  Page,  at  http://septemberll.archive.org. 
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StrategyPage 

www.strategypage.com 

This  site  is  as  eccentric  as  its  founder, 
famed  war-games  designer,  prolific  au- 
thor and  commentator  James  Dunnigan. 
You  won't  find  any  serious  scoops  here, 
but  you  will  find  plenty  of  entertaining 
military  commentary  (and  frequent  plugs 
for  his  books),  an  off-color  Humor  sec- 
tion and  intelligent  discussion  groups.  Go 
to  the  Dirty  Little  Secrets  page  for  access 
to  a  wide  assortment  of  Dunnigan's  ru- 
minations, including  a  prescient  essay  on 
the  challenge  of  tracking  the  sort  of  "de- 
centralized terrorism"  practiced  by 
Osama  bin  Laden. 

►  Best:  Dunnigan's  commentary. 

►  Worst:  Haphazard  organization.  And  what's 
with  the  movie  reviews? 
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Guard  Dogs 


Unpleasant  surprises  about  a  corporate  officer  or  a  firm's  finances 

can  be  devastating  to  your  stock  portfolio.  These  sites  will  help  you  dig 
deeper  into  a  person's  background  or  a  company's  prospects.  Some  will 
even  tip  you  off  to  potential  scams.  —Ghana  R.  Schoenberger 


FATOTE 
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KnowX.com 

www.knowx.coin 

KnowX  allows  users  to  search  public  records,  from  aircraft 
ownership  and  corporate  records  to  professional  licenses  and 
liens.  Search  fees  range  from  free  (People  Finder,  a  straight 
white-pages  search)  to  $7  (bankruptcy  records).  The  site  is 
organized  into  three  categories:  Locator  Tools,  which  finds  a 
person's  address  or  personal  information, 
like  marriage  records;  Research  Tools, 
which  scans  for  assets  and  legal  judg- 
ments; and  Business  Tools,  which  calls  up 
corporate  records,  like  sales  tax  permits. 
Come  here  to  check  up  on  a  mysterious 
board  member  or  just  to  find  out  if  your 
broker  is  as  trustworthy  as  he  says  he  is. 
^Best:  Records  are  available  when  you  pay. 
►Worst:  Divorce  info  only  for  Florida  and  Texas. 


Federal  Trade  Commission 

www.ftc.gov 

Charged  with  policing  interstate  com- 
merce, the  FTC  uses  its  site  to  warn  con- 
sumers against  various  frauds  and 
scams,  both  online  and  off,  and  to  pre- 
sent its  rules  and  enforcement  actions. 
You  can  learn  a  lot  from  just  clicking 
on  Current  News  Releases,  which  detail 
complaints  against  companies,  like  the 
maker  of  Snorenz,  a  spray  guaranteed 
to  cure  snoring,  or  American  Card  Ser- 
vices, a  debt  consolidation  scam.  There 
are  lots  of  special  reports.  Funerals:  A 
Consumer's  Guide  has  checklists  and 
links.  Did  you  know  that  if  you  visit  a 
funeral  home  in  person,  the  director  is 
required  to  give  you  a  written,  itemized 
price  list?  Parents  should  check  out  the 
new  Kidz  Privacy  channel. 
►  Best:  File  a  complaint  with  a  click. 
►Worst:  Back-button  hell. 

LexisNexis 

www.lexisnexis.com 

LexisNexis'  site  features  a  comprehensive 
archive  of  thousands  of  major  and  minor 
newspapers,  wire  services,  newsletters  and 
trade  publications,  from  the  New  York 
Times  to  niche  magazines  like  Linux- 
World,  Progressive  Grocer  and  Modern 
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Materials  Handling.  Its  searchable  data- 
bases of  legal  decisions  are  useful  if  you 
want  to  discover  whether  that  hedge  fund 
manager  you're  about  to  send  your  nest 


egg  to  has  spent  some  time  in  court.  Sub- 
scribe or  pay  as  you  go  with  a  credit  card. 

►  Best:  Offerings  separated  by  profession: 
Marketing  offers  different  choices  than 
intellectual  property  research. 

►  Worst:  Duplicates  some  free  services,  as 
in  SEC  documents,  and  some  public  records. 

NASAA 

www.nasaa.org 

This  organization  of  state  securities  reg- 
ulators exists  to  coordinate  crime-fight- 
ing and  investor-education 
functions.  Click  through  to 
Pennsylvania's  site  and  you 
will  read  about  Excalibur 
Asset  Management,  a  for- 
eign-exchange scheme  sell- 


ing unregistered  securities  via  the  W 
The  site  offers  a  comprehensi 
detailed  list  of  links  to  both  official  a 
nongovernmental  Web  sites,  from 
FBI  to  the  Office  for  Victims  of  Crir 
Plus  investor  scam-protection  ii 
highlighting  frauds,  from  the  280  yc 
old  blind-pool  scam  to  Internet  mall' 

►  Best:  Find  Regulator  helps  you  drill  intc 
specific  state  watchdogs. 

►  Worst:  The  parent  site  is  skimpy,  but  it 
links  are  great. 

NASD  Regulation 

www.nasdr.com 

Every  financial  services  company  do 
business  as  a  broker-dealer  must  be  r 
istered  with  the  National  Association 
Securities  Dealers.  NASD's  site  alio 
you  to  search  its  database  to  invesrig 
an  individual  or  a  firm.  The  free  sea 
can  tell  you  a  broker's  employment  I 
tory,  level  of  licensure,  former  nar 
and  other  details,  including  any  seci 
ties  violations. 

►  Best:  Gives  dates  of  employment  and 
names  of  former  employers.  You  can  also 
a  broker's  master  file  by  e-mail. 

►  Worst:  You  need  to  be  exact  in  your 
searches.  We  left  off  the  "Ltd."  on  the  end 
a  company's  name,  and  the  search  missec 

U.S.  Securities  &  Exchange 
Commission 

www.sec.gov 

The  SEC  s  Web  site  has  a  lot  more  tf 
company  filings.  Every  time  the  S 
sues  a  company  or  individual,  or  win 
lawsuit,  it  puts  out  a  press  release  w 
the  information  on  a  particular  ca 
Search  to  see  if  the  company  you 
researching,  its  executives,  big  c 
tomers  or  directors  have  been  in  tr< 
ble.  View  special  reports,  like  Anal 
ing  Analyst  Recommendations,  and  I 
of  educational  resources,  includ 
instructions  on  getting  documents  us 
the  Freedom  of  Information  Act. 

►  Best:  Extensive  linking  allows  you  to  cli 
from  a  litigation  release  to  Info  on  other 
cases  involving  a  company  or  principals. 

►  Worst:  Searching  its  own  filings  from  tl 
site  is  cumbersome.  Other  sites,  like 
FreeEdgarcom,  are  better 


qJ  You  probably  thought  this  category  was  going  to  be  aboi 

^  finding  guard  dogs  of  the  four-legged  variety.  Well,  if 

On|  that's  what  you're  looking  for,  head  to  www.petfinderorf 

^  a  national  consortium  of  animal  shelters.  When  we 

^  looked,  there  were  more  than  450  rottweiler  mutts  aloni 


report,  pff^l^m  Vbu  deoiile. 
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Free  Advertiser 
Information 


To  receive  free 
information  from 
Forties  advertisers 
fifl  out  the  form  below, 
circle  the  Advertiser's 


number  you're 
interested  in 


and  fax  this  page  to 

1-630-739-9700 

or  visit: 

www.forbesadindex.com 


1  23456789 
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Name_ 
Title 


Company^ 
Acldress_ 


City  

Postal/Zip  Code. 

Country  

Phone  

Fax  


E-maiL 


Type  of  Firm  (check  one)  □Software/Computer  Services 

OAdvertising/Marl<eting/PR  □Telecommunication  Services 

□  Banking  □Travel/Tourism/Leisure  Services 
□Engineering/Construction  □Wholesale/  Retail/lmport/Expon 
□Government  □Other  Business  Services 
□Manufacturing  □Other  Financial  Services 

□  Primarv/Public  Utilities 

□  Publishing/Printing/Broadcasting 


Automotive 

1.  Toyota 

www.toyota.com/tomorrow 

'  Acura 

1-800-TO-ACURA 

www.acura.com 

2.  American  Honda  Motor  Company 

1-800-33-HONDA 
www.honda.com 

3.  Delpiti  Automotive  Systems 

www.delphiauto.com 

Business  to  Business 

4.  Remedy  Corporation 

1-888-294-5757 
www.remedy.com 

Computer/Technology 

Computer  Associates 

www.computerassoclales.com 

5.  Qwest  Communications 

1-800-743-3793 
www.qwest.com 

Consumer  Products/Services 

6.  Sliarp  Electronics  Corp. 

1-877-78-connect 
www.sharp-usa.com 

Economic  Development 

7.  Regional  Growth  Partnership 

www.rgp.org 

Financial  Services 

8.  TIAA-CREF 

www.tiaa-cref.org 

Hotels 

9.  Beverly  Hills  Convention  &  Visitors  Bureau 

1-800-345-2210 
www.visitbh.com 

Real  Estate 

10.  The  Remington 

1-310-474-9300 
www.the-remington.com 

Business  Classified 

11.  Abeers  Realty,  inc. 

1-800-566-3373 
www.abeers.com 

12.  Academic  Resource  Center 

1-800-951-1203 
www.arrc.org 

13.  Affiliated  Business  Consultants 

www.bizsale.com 

14.  Bally  Financial  Group,  Inc. 

1-888-539-5006/Louis 

75.  Capital  Asset  Management 

www.assetprotection.com 
1-800-710-0002 

16.  Oelaware  Business  Inc. 
www.e-incorporate.com 
1-800-423-2993 

17.  Nationwide 
1-800-995-0049  ext  7675 


18.  Publishers  Guild 

1-800-675-6144 

19.  Registered  Agents,  LTO 

1-800-441-5940 
www.lncUSA.com 
^  Steven  Sears  CPA/Attorney 
1-714-544-0622 
www.searsatty.com 

20.  John  Christian  Jewelry 
www.ringbox.com 

Ohio  eCorridor 

21.  Ohio  Department  of  Development' 

www.connectohio.com 

22.  Jackson  County  Economic  Develo 
www.jacksoncountyohio.org 

23.  Regional  Growth  Partnership 
www.rgp.org 

24.  Jobs  Plus 
www.jobsplus.com 

25.  Greater  Cleveland  Growth  Associi 
www.clevelandgrowth.com 

26.  Convergys 
www.convergys.com 

27.  Greater  Akron  Chamber 
www.ardb.org 

28.  The  Ohio  Department  of  Developn 
Technology  Division 
www.odod.state.oh.us/tech 

Outsourcing 

29.  ADP 

www.adp.com 

30.  AT&T  Business  Wireless 

www.att.com 

31.  Everest  Group 
www.everstgroup.com 

32.  New  Roads 
www.newroads.com 

33.  Precision  Response 
www.prcnet.com 

34.  Spherion 
www.spherion.com 

35.  Sun  Microsystems 
www.sun.com 

WoriaCom 

WorldCom 

www.worldcom.com 

Destination  Hong  Kong 

36.  Great  Eagle  Hotel 

www.gehotel.com 

37.  Harbour  Plaza  Hong  Kong 

www.harbour-plaza.com/hphk 

38.  Hong  Kong  Tourism  Board 

www.DiscoverHongKong.com 

39.  Hotel  Miramar  Hong  Kong 

www.miramarhk@hmhm-group.com 
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Advertisement 


$4,500 
»ER  CLIENT 


ring  affordable  asset  protection 
lake  clients  lawsuit  proof.  All 
local  appointments  you  can 
lie.  Lifetime  residuals.  24-hr. 
ided  info.  (800)-653-4497 


ly  Foreclosed  Property. 

;e  OUR  Money,  Split  Big  Profits, 
lomplete  Training,  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


[Y  DIDN'T  I  THINK  OF  THAT 


's  the  response  we  hear  after  we 
ain  our  unique  and  exciting 
jrtunity.  If  you're  looking  for  a 
lie  business  with  HIGH  INCOME 
ENTIAL  and  ahsoluleh-  no 
nside.  let's  talk.  Si':. 900 
itment  required. 


all  1-800-675-6144 


)¥FSHORE 


ompames 
anking 
redit  Cards 


r^acv        Capital  Asset 

'  Management 

))  710-0002     Pre«  Brochure 
sa/MC/Amex  www^ss«pro«ecaoo.co«n 


Jewelry 


)HN  cfc  Christian 


Designers  a  Craftsmen 


14K  Gold 
Raised  Monogram 

Jor  the  ftoCidays 
order  bij  12/17 
Man's  $449 


I' ww.ringbox.com 
1-888-646-6466 


Business  Opportunities 


BROKERS  &  TRADERS 

Welcome  and  Protected 

NEW!  100%  FINANCING 

25  Years  Amortize  Schedule 
1 0  Year  Balloon  Payment 
Interest  Only  15  Year  Loans 

WWW.AAAH0LDINGS.COM 
MR.  WEISS  242-323-7171 


Buying  or  Selling??? 

Businesses  and  franchiises. 
Distributorstiips  and  Licenses. 
All  types,  prices,  terms, 
locations. 
ABC  719-540-2200 
bizsale.com 
or  see  franchise-for-sale.com 


40%  APR 

SECURED /GUARANTEED 
WE  OFFER  DEPRECIATION* 

$13,500/42  MOS. 
(228)539-5006/(985)966-3763 
BALLY  FINANCIAL  LLC. 
*30%APR 


e-incorporate. 


•  Registered  agent  services 
*U.S.  bank  accounts  opened 
•Nominee  director  services 
Delaware  Incorporation  Handbook 
Delaware  Business  Incorporators,  Inc. 

800.423.2993 


INCORPORATE  for  as  little  as 
Phone  800-441-5940  $H  AO 

Online  www.incusA.com  l"vrl 

Fax  302-421-5753 


REGISTERED  AGENTS.  LTD. 


Help  Wanted/Career  Center 


^  „  ^jels  site*      ^fcrt  Jo'o. 

^      SVie  says  she  n  i  tei^  ^^^g. 

„  ,vi    She  ssW  "'^^  the  thing  on 
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00  a 
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Warner  Bros,  is  an  equal  opportunity  empiay^r,  TM  ft      ZOOl  Warner  Bros 


Real  Estate 


Education 


Mountain  Real  Estate  R.O.I. 

Beautiful  Smokey  Mountain  tiomes  and 
land  in  the  resort  area  of  tfie  N.C./TI^ 
mountains.  Secure  rural  investment 
opportunities  with  great  R.O.I.  Year 
round  activities  and  easy  access. 

Abeers  Realty,  Inc. 
800-566-3373  www.abeers.com 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  life  and  work  experience.  Bachelor  s, 
Master's,  and  Ph.D.  degrees  In  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loans. 
1-800-951-1203  www.arrc.org 
Fax:1-707-371-2979 


Legal  Services 


SET  PROTECTION 


)mcstic  &  Offshore  Strategies 
ipanies,  Trusts,  Private  Banl<ing 

4aximum  Privacy  •  Tax  Savings 
:ate  Plannin"  •  Global  Investments 


8MH 


For  information  and  rates  on  advertising 
in  tlie  next  Forbes  Business  Classified  Section 
contact:  Media  Options 
(1-800^142-6441  for  ad  rates 
&  ad  inf  ormaUdii  uniy) 
Fax:  1-973-B9i-8371 
E-mail:  mediopt@aol.com  " 


orbes  Subscriber  Service. ..to  order,  change  address  or  other  customer  service,  call  1-800-888-9896. 


FDITED  RY  MISSY  SULL 


Our  editors  have  scanned  thousands  of  sites.  And  we  are 
still  amazed  by  some  of  the  stuff  we  find. 


80s  TV  Theme  Supersite 

www.80stvthemes.com 

Ahh,  the  80s.  Just  when  you  thought 
you'd  gotten  the  Dukes  of  Hazzard 
theme  song  out  of  your  head  for  good, 
here's  the  site  to  bring  it  all  rushing 
back.  Groove  to  that  hip  Bobby  McFer- 
rin  ditty  that  had  Cosby  and  his  TV 
brood  wiggling  their  way  through  the 
credits.  Or  listen  to  the  theme  song 
from  Joanie  Loves  Chachi  and  wonder 
what  Hollywood  heads  rolled  after  that 
show  bombed.  But  the  era  did  have  its 
memorable  moments.  Remember  this 
weekly  opener.'  "In  1972  a  crack  com- 
mando unit  was  sent  to  prison  by  a  mil- 
itary court  for  a  crime  they  didn't  com- 
mit ..."  (Hint:  Mr.  T's  still  bankin'  on 
that  one,  sucka.)  Listen  here  to  all  your 
favorite  themes:  comedy,  drama,  action, 
game  shows — even  commercials. 

Unusual  Museums  of  the 
Internet 

www.ringsurf.com/netring?ring= 
museum;action=list 

Everybody's  a  collec- 
tor. And  now,  it 
TODAY  JtiSHBfj  seems,  they  all 
want  to  be  museum 
curators,  too.  It's 
not  enough  to  col- 
lect Mountain  Dew 
bottles  or  vintage 
Matchbox  cars  any 
more.  In  order  for 
the  world  to  truly 
appreciate  your  con- 
noisseurship,  you've  got  to  set  up  a 
Web  page  and  call  it  a  museum. 
Broaden  your  horizon  beyond  Van 
Gogh  and  Picasso,  and  you'll  find 
museums  filled  with  treasures  like  fur- 
nace stickers  and  artistically  decorated 
toilet  seats.  Good  thing  this  site  has 
aggregated  all  these  nifty  collections  in 
one  place.  We're  not  sure  we  would 
have  made  it  to  the  Wooden  Nickel 
Museum  on  our  own. 


^^.WELCOMETO 
WACKYLStS.COlk 

Vr  -'1"-*  >.J^-ifaiii 


WacMyUses.com 

www.wackyuses.com 

Move  over,  Heloise — 
you've  got  competi- 
tion. According  to 
Wacky  Uses  wizard 
Joey  Green,  ReaLe- 
mon  citrus  substitute 
will  cure  just  about 
anything  that  ails  you,  from  dandruff 
and  blackheads  to  poison  ivy  and  consti- 
pation. You  can  even  quiet  a  yapping 
dog  by  squirting  some  in  its  mouth. 
Check  out  Joey's  site  for  weird  facts  and 
handy  secrets  behind  all  your  favorite 
consumer  products,  from  Alberto  V05  to 
Spam.  Run  out  of  shaving  cream?  Lather 
up  with  Reddi-wip  instead.  (He  also  rec- 
ommends the  dessert  topping  for 
"improving  marital  relations.")  Need  a 
cure  for  snoring?  Sew  a  Wilson  tennis 
ball  into  the  back  of  your  pajama  top  to 
prevent  you  from  sleeping  on  your  back. 
That'll  improve  marital  relations,  too. 

Online  Magnetic  Poetry 

www.magneticpoetry.com 

Hey  you,  Shakespeare.  We  know  your 
type.  The  party's  hoppin'  in  the  other 
room  and  you're  standing  there  in 
front  of  the  fridge,  composing  haiku 
with  those  little  magnetic  words.  Well, 
now  you  can  satisfy  your  inner 
Wordsworth  without  dropping  those 
pesky  little  magnets  under  the  fridge. 
Just  choose  a  word  kit  (like  Romance 
or  Dog  Lover),  wait  for  the  applet  to 
load,  then  click  and  drag  till  your 
poetic  muse  begs  for  mercy.  If  your 
boss  happens  by,  tell  her  that  you're 
optimizing  your  communication  skills. 
Better  yet,  use  the  Manager  kit  to 
whip  up  an  ode  to  her  "synergistic 
multitasking." 


Internet  Archive  Wayback 
Machine 

http://web.archive.org/  | 

Tech  snobs  love  to  wax  nostS 
about  the  pioneering  days  of  the  Ii 
net — way  back  in,  what  was  it?  1? 
(You  know,  before  Al  Gore  inve 
the  information  superhighway.)  \ 
now  there's  a  tool  to  call  their  b 
With  the  Wayback  Machine, 
can  magically  return  your  bro" 
to  those  golden  days  when  ev 
one  was  either  a  geek  or  a  hack 
or  both.  Check  out  the  Paleol 
design  of  the  Yahoo  and  Am^ 
home  pages  in  1996.  Ponder 
public  relations  mistakes  of  lo 
presidential    candidates    via  r 
power-to-the-people  Web  sites 
don't  miss  that  page  where  some  j 
dependent  programmers  set  a 
cam  on  their  coffee  machine.  Nii  ■ 
was  pioneering. 

Shatner  Rocks 
Klingon  Language  Institute 
www.shatnerroGks.com 
www.kli.org 

Star  Trek  fans  are  known  for 
blind  faith.  If  you  can 
wield  a  phaser,  it  follows 
that  you  must  be  able  to 
sing,  right?  Decide  for 
yourself  at  ShatnerRocks, 
where  you  canhear  Captain  Kirk  con 
down  to  earth  with  his  versions  of  sc 
like  "Mr.  Tambourine  Man"  and 
Very  Good  Year."  Other  crew  mem 
weigh  in  with  their  recorded  mus 
efforts,  too — from  Mr.  Spock 
Lieutenant  Uhura  to  Captain  Pic 
and  Data.  And  for  those  of  you  \ 
thought  that  science  fiction  had 
redeeming  value,  head  over  to 
Klingon  Language  Institute  to  brush 
on  the  "fastest  growing  langu 
in  the  galaxy."  If  you  don't  have  i 
to  master  the 
alphabet  of  these 
bumpy-headed 
aliens,  you  can 
learn  insulting 
phrases  like  "Your 
mother  has  smooth 
forehead."  F 
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A  non-stop  range  of^5,700nni  j\jnd  thp  jfastest  maximum  operating 
-speed  (.90  Mach)  in  its  class  make  the  rteW'Falcpn  7X  a  masterpiece 
amo^g  jbusiness  jets!  With  cruising  speeds  bf'.SS  Mach  and  above  o^; 
day-to-day  missions,  you  vvon't  ,iiiiss;,|^t»eat  crucial  to  y  company's 
success.  A  totally  new  wing  and  ilight  control  system  provides  the 
7:X  sn  array  of  competitive  benefits. ;.Su,perior  flight  performance. 


Introducing 
The  Falcon  7X 

Aviation's 


Magnum  Opus- 


The  agility  to  use  smaller  airports.  And  most  importantly,  significant 
cost  advantages.  The  7X  also  takes  the  idea  of  comfort  to  a  new  level. 
With  its  wide,  spacious  cabin  and  advanced  quieting  acoustics,  there's 
enough  room  to  spread  out  and  work  without  disruption.  So  your 
people  are  always  at  the  top  of  their  game  on  arrival.  First  flight  for  the 


7X  is  scheduled  for  2005  and  first  deliveries  for  2006.  See  for  vourself 


why  Falcoiis  hold  the  reputation  for  being  the  best  designed,  best  built. 


best  flying  business  jets  in  the  world. 


A  DASSAULT 
^FA  L  C  O  N 


E  N  6  I  HtBR  ED      W  I  T  H      PAS  S  ION 


U.S.  201^541.4600  www.falconjet.com  Frante  33.1.47.11.82.32 


THE  BOOK  OF  BUSINESS 


IS  IT  REAL? 


MYTH:  Bigfoot  in  the  ii  oods.  FACT:  Linux  in  the  enterprise. 


Customer  examples  cited  are  presented  as  references  of  how  some  customers  have  Implemented  Linux  using  \BM  products.  As  customer  environment  requirements  vary,  similar 
results  may  not  be  obtained  in  all  situations.  IBfVI,  the  e-business  logo  and  xSeries  are  trademarks  or  registered  trademarks  of  IBM  Corporation  in  the  U.S.,  other  countries,  or  both. 


@  business  infrastructure 


The  myths  and  facts  about  Linux  in  the  enterprise. 


MYTH:  Linux®  isn  t  ready  lor  the  enterprise. 

FACT  '.  Not  only  is  Liniix  ready  for  the  enterprise,  it's 
already  there,  in  companies  of  all  different  sizes.  Consider 
this:  according  to  IDC,  one  in  four  new  server  OS  shipments 
in  2000  was  a  Linux  shipment.  And  Linux  continues  to  grow 
faster  than  any  other  server  operating  system. 

Example:  Korean  Airlines  consolidated  flight  scheduling 
systems  and  daily  revenue  tracldng  from  a  variety  of  different 
platforms  onto  Linux  servers.  Supporting  service  to  77  cities 
in  29  countries,  more  than  3,000  Korean  Air  pilots,  flight 
attendants  and  other  employees  use  the  systems  daily. 

Example:  Telia,  Scandinavia's  largest  telecommunications 
and  Internet  service  provider,  recently  replaced  70  UNIX® 
servers  with  one  IBM  mainframe  enabled  to  run  1,500  copies 
of  Linux  simultaneously. 

Example:  Grede  Foundries  is  a  $600  million  supplier  of 
industrial  castings.  Grede  moved  DNS,  mail  and  Web  serving, 
network  monitoring  applications  and  online  manuals  to 
Linux  on  their  mainframe,  gaining  performance  and  reliabilit)' 
and  cutting  costs. 

MYTH:  Linux  lacks  business  applications. 

FACT:  Over  2,500  Linux  applications  are  listed  in 
the  IBM  Global  Solutions  Directory  at  ibm.com.  Included  are 
over  1,300  e-business  applications. 

Key  developers  have  embraced  Liniix  and  more  are  doing 
so  all  the  tim.'.  Iiu  luding  names  like  SAP,  SAS,®  jBASE,  QAD 
and  Sanchez.  They  realize  that  Linux  is  a  key  to  flexible 
infrastructure.  IBM  itself  is  the  world's  leading  middleware 
company,  and  all  our  key  middleware  is  Linux-ready. 

MYTH:  Linux  lacks  service  and  support. 

FACT:  At  IBM  and  IBM  Global  Services  (the  world's 
largest  technology  services  and  consulting  company),  we're 
backing  Linux  with  the  same  level  of  service  we  offer  on  any 
other  operating  system.  Same  as  UNIX.  Same  as  Windows? 
Same  as  IBM's  operating  systems. 


IBM  has  hundreds  of  professionals  dedicated  to  Linux, 
ready  to  design,  build  and  support  enterprise-level  e-business 
infrastructures.  And  we  aren't  alone.  Linux  distributors  and 
service  organizations  (like  Linuxcare,  Caldera?  Red  Hat, 
SuSE  and  Turbolinux")  and  the  vast,  global  Linux  programmer 
community  combine  to  offer  strong  support  for  the  platform. 

MYTH:  L  mux  isn  t  secure. 

FACT:  Linux  is  just  as  secure  as  other  operating 
systems.  You  don't  have  to  take  our  word  for  it.  Take  the  word 
of  the  world's  foremost  security  organization,  the  National 
Security  Agency.  The  NSA  is  investing  resources  to  develop 
and  promote  high-security  mechanisms  in  Linux.  They  chose 
Linux  because  of  its  growing  success  and  open  development 
environment. 

MYTH  :  Linux  doesn't  really  save  money. 

FACT  :  The  fact  that  Linux  is  free  (or  is  available  for 
a  nominal  fee)  is  a  very  small  part  of  the  overall  cost-efficiency 
of  Linux.  Through  worldoad  consolidation  and  the  wide 
availability  of  Linux-sldlled  programmers,  Linux  solutions 
can  cut  all  kinds  of  costs. 

The  Weather  Channel's  Web  site,  weather.com,  is  the 
world's  leading  source  of  online  weather  information.  During 
weather  crises,  traffic  soars  to  40-1-  million  page  views  in  just 
days,  weather.com  needed  a  cost-effective  platform  on  which 
to  quicldy  add  capacity  and  handle  wildly  fluctuating  traffic. 
They  chose  Linux  running  on  IBM  xSeries  Intel-based 
servers  for  their  Web,  application  and  database  needs.  The 
Linux  platform  residted  in  a  70%  cost  savings  over  other 
platform  options,  as  well  as  lower  incremental  growth  costs. 

BOTTOM  LINE  :  The  facts  are  clear:  Linux 
is  here  and  Linux  is  ready.  Ready  for  business.  Ready  for 
e-business.  Ready  for  the  enterprise.  For  more  facts  or 
help  with  Linux,  call  us  at  1  800  426-7777,  Priority  Code 
101DY021,  or  go  to  ibm.com/linux/cio2 


UNIX  is  a  registered  trademark  of  The  Open  Group.  Linux  is  a  registered  trademark  of  Linus  Torvalds.  Intel  is  a  registered  trademark  of  Intel  Corporation.  Windows  is  a  registered 
trademark  of  fVlicrosoft  Corporation.  Ottier  company,  product,  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©2001  IBM  Corporation.  All  rights  reserved. 


We  develop  innovative  pharmaceuticals  for  the  treatment  of  rheumatoid  arthi 


So  that  even  people  with  rheumatoid  arthritis 


Everyone  wants  to  live  life  freely.  Unfortunately,  for  more  than  5  million  people  around 
the  world  that's  just  not  possible.  Simple  movement  that  most  of  us  take  for  granted  is  quite  painful 
to  them.  They  suffer  from  rheumatoid  arthritis.  At  Aventis,  one  of  the  world's  leading  pharmaceutical 
companies,  our  scientists  are  combining  their  in-depth  know-how  with  new  technologies  to  develop  more 
innovative  anti-rheumatic  treatments.  One  of  our  most  important  goals  is  to  fight  the  causes  of  rheumatoid 
arthritis,  not  only  its  symptoms  -  so  that  people  are  free  to  enjoy  whatever  moves  them. 

Aventis,  Strasbourg  (France),  is  listed  on  the  stock  exchanges  in  Paris,  Frankfurt  and  New  York,  www.aventis.com 


very  moving  moments. 


Our  Challenge  is  Life 


Both  can  plot  a  course  to  get  you  where  you  re  going. 
But  only  one  can  be  your  personal  investment  manager. 


Independent  Investment  Advisors.  Have  you  ever  wondered  v^/hat  it  would  be  like  to 
have  highly  customized  investment  management?  Then  let  Charles  Schwab  help  you 
decide  if  an  independent  Investment  Advisor  is  right  for  you. 

These  fee-based  Investment  Advisors  work  with  Schwab.  So  you'll  get  customized 
advice  that's  driven  by  many  of  the  same  values  as  Schwab: 


Objective.  Uncomplicated.  And  not  driven  by  commission. 

In  addition  to  providing  objective  advice,  they  also  provide  in-depth  professional 
guidance  that: 

•  Offers  ongoing  management  of  a  customized  portfolio 

•  Includes  tax  minimization  strategies 

•  Provides  personalized,  one-on-one  relationship 

The  point  is,  whether  you  want  to  work  with  a  Schwab  Investment  Specialist  or  an 
independent  Investment  Advisor,  you  can  count  on  us  to  steer  you  in  the  right  direction. 

To  learn  more  about  what  an  independent  Investment  Advisor  can  do  for  you, 
give  us  a  call. 

charlet  schwab 


Call 

1-800-790-4607 

Click 

schwab.com 

Visit 

400  locations  nationwide 

RegentAtlantic  Capital  and  other  advisors  pay  a  fee  to  participate  in  AdvisorSource,™  a  referral  program  for  tfiird-party  advisors.  U.S.  Trust  Corporation  (a 
affiliate  of  Cfiarles  Schwab  &  Co.,  Inc.)  is  a  participant  in  the  Schwab  AdvisorSource  progrann.  Advisors  and  their  personnel  are  not  agents  of  Schwab.  This  advertisenrier 
should  not  be  construed  as  a  referral  to,  or  a  recommendation  of.  any  advisor.  ©  2001  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (11 01  -1 0365 
"Captain  Finnei"  is  not  a  real  captain  but  a  fictional  character  portrayed  by  an  actor.  Any  similarity  to  any  real  person  is  unintended  and  coincidental. 
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THE 

GREATEST  RISK 
IS  NOT 
TAKING  ONE. 

They  gave  up  everything.  Their  families.  Their  friends.  Their  homes.  The  villages  they 
were  born  in.  They  arrived  with  only  the  clothes  on  their  backs.  Vulnerable.  Scared. 
But  brimming  with  hope  and  determined  that  a  better  life  was  within  their  grasp.  Today, 
risk  takers  don't  have  to  go  after  their  dreams  alone.  They  can  rely  on  a  business  partner 
to  help  guide  them  through  uncharted  waters.  An  organization  with  unsurpassed  insight 
and  financial  resources.  One  with  the  ability  and  flexibility  to  design  specific  solutions 
to  help  minimize  risk  for  almost  any  business  undertaking.  So  the  next  time  you  decide  to 
venture  into  new  territory  for  an  idea  you  believe  in,  call  AIG.  We're  best  equipped 
to  help  you  manage  the  uncertainties  that  go  along  with  the  pursuit  of  hopes  and  dreams. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 


Insurance  and  services  provided  by  members  of  American  International 

Group,  Inc.,  70  Pine  Street,  Department  A,  New  York,  New  York  10270.  WWW.AIG.COM 
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rhe^Vietory  Diversified  Equity  Portfolio  outperform- 
S&P  500  in  virtually  every  market  situation. 


(Like,  for  Inst^nGe,  the  one  we're  in  now.) 


^ctory 

apital  Management 


It's  one  thing  for  a  portfolio  to  consistently  outperform  the  S&P  500.  It's  another  to  find  one 
that  controls  downside  risk.  The  Victory  Capital  Management"  Diversified  Equity  Portfolio 
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jst  performance  is  not  indicative  of  future  results.  Performance  data  used  to  calculate  risk  is  net  of  fees  as  of  September  30,  2001 .  The  Diversified 
fuity  Portfolio's  upside  market  capture  is  103.7%  vs.  tfie  S&P  500  of  100%.  The  Diversified  Equity  Portfolio's  downside  market  capture  is  92.1% 
.  the  S&P  500  of  100%.  The  Upside/Dow/nside  Market  Capture  graph  shows  the  percentage  of  benchmark  movement  captured  by  a  manager 
both  up  and  down  markets.  Upside  %  is  computed  for  periods  when  the  market  has  a  positive  return,  and  Downside  %  is  computed  for  periods 
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imestically  traded  common  stocks  and  is  weighted  according  to  the  market  value  of  each  common  stock  in  the  Index  and  includes  reinvestment 
dividends.  Investments  may  not  be  made  in  an  index.  Victory  Capital  Management  Inc.  is  a  member  of  the  Key  financial  network. 
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Through  the  Looking  Glass  The  French  wise  man  I 

Rochefoucauld  said  that  we  are  never  as  happy  or  as  unhappy 
we  think  we  are.  Let  me  alter  the  sentiment  a  bit:  We  are  never 
wealthy  or  as  impoverished  as  we  think  we  are. 

Who  didn't  get  carried  away  with  the  explosion  in  ass 
prices  in  the  1990s?  Your  401  (k)  balance  meant  that  you  cou 
retire  young.  The  outlandish  price  fetched  by  a  neighbor's  hon 
meant  that  you  must  be  rich.  If  you  were  so  inclined,  you  coul 
have  spent  accordingly,  contributing  to  the  overheating  of  th 
economy  and  the  inevitable  recession  that  followed. 

If  we  are  going  to 
succumb    to    the  Selected  family  assets 

wealth  effect,  though, 
let's  at  least  measure 
wealth  in  a  sober 
fashion.  Here  I  bor- 
row from  another 
wise  man,  Warren 
Buffett.  In  assessing 
the  performance  of 
Berkshire  Hathaway 
he  counts,  not  the 
price  appreciation  for 
the  companies  in 
which  Berkshire  has 
big  stakes  (like  Coca- 
Cola),  but  Berkshire's  pro  rata  share  of  their  net.  "Look-througl 
earnings,"  he  calls  it. 

Try  that  on  your  portfolio.  Look  through  to  your  share  o 
the  earnings.  Now  it's  irrelevant  how  excited  or  despairing  othc  j 
investors  are  about  Coke.  All  that  matters  is  how  fast  its  earning  i 
are  growing  and  how  many  shares  you  can  accumulate.  Bette 
still,  to  avoid  irrational  exuberance  or  panic,  use  five-year  aver 
age  earnings  in  this  calculation,  and  adjust  for  inflation. 

As  conventionally  measured,  stock  prices  quadrupled  in  the 
1990s  and  then  came  crashing  down.  But  the  real  stock  of  cor 
porate  assets  was  on  no  such  roller  coaster.  An  S&P  500  indey 
fund  buyer  who  reinvested  dividends  and  looked  through  tc 
earnings  would  have  seen  his  account  merely  double  in  tht 
1990s.  The  value  continued  to  creep  up  through  last  year,  and 
has  since  eased  a  mere  2%. 

What  are  the  look-through  earnings  on  your  house?  If  your 
swimming  pool  got  bigger  during  the  decade,  your  wealth 
increased.  If  the  house  looks  the  same,  it  didn't. 

It's  with  that  philosophy  that  we  present  the  Investment 
Guide  that  begins  on  page  140.  If  you  do  not  get  carried  awa\ 
with  your  own  genius  when  your  stocks  go  up,  or  hang  your 
head  in  despair  when  they  do  not,  then  you  can  make  use  of  the 
long-term  strategies  like  family  wealth  planning  and  tax  man- 
agement that  are  our  stock  in  trade. 
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our  livelihood  relies  on  a  beam  of  light  the  size  of  a  quarter. 


-SHARP    v/i:     W   W   W   .    S  h 

7  -  4  2  7  7).  W  .  M( 


-  big  idea,  depend  or 
something  small  to  do  it.  Presenting  Notevision, 
ever-advancing  line  of  compact  projectors  from  Sf 
With  features  like  wireless  remote  mouse  controlj 
superior  image  quality,  and  lightweight  portability 
(3-10  lbs),  you  can  walk  into  any  roomi  and  present 
with  confidence.  Because  once  you  plug  it  in,  therel 
nothing  left  to  do,  but  focus  on  your  presentation. 
Relying  on  any  other  projector  is  just  risky  business. 
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On  the  Right  Track 

I  write  in  response  to  "Seeing  Red 
Over  Green"  (Nov.  26,  p.  48).  My 
family  and  I  have  twice  in  the  past 
year  put  our  money  where  our 
mouths  are  in  support  of  Bill  Ford's 
pro-environment  position  at  Ford 
Motor  Co.  and  count  ourselves  as 
loyal  customers  newly  won.  It  bog- 
gles the  mind  that  the  competition 
would  attempt  to  use  Ford's  conser- 
vation-minded philanthropic  efforts 
and  long-term  environmental  vision 
against  it.  I  believe  they  do  so  at  their 
peril. 

JOHN  S.  HUTTON 
Cincinnati,  Ohio 


The  Price  of  Oil 

Thank  you  for  "The  Prize"  (Nov.  12, 
p.  64).  The  attacks  on  the  U.S.  have 
rightly  been  described  as  acts  of  war, 
which  require  a  sustained  effort  to  cap- 
ture or  kill  those  who  supported  the 
operations.  Unfortunately,  the  resolve 
and  unity  of  the  American  people  to 
smite  those  who  did  this  to  us  may  very 
well  morph  into  a  grim  realization  that 
we  are  shedding  American  blood  and 
treasure  to  ensure  our  continued  access 
to  cheap  oil.  We  are  capable  of  reducing 
our  reliance  on  the  oil  supplies  of  the 
Middle  East  by  developing  new  eco- 
nomically viable  sources  of  energy  such 
as  fuel  cells  and  solar  power.  Regardless 
of  what  happens  to  Osama  bin  Laden, 
we  should  make  our  dependence  on 
foreign  oil  a  thing  of  the  past. 

FRED  UGAST 
Urbana,  Md. 

Gainfully  Employed 

"Nice  Work  if  You  Can  Get  It" 
(Nov.  12,  p.  76)  implied  that  the  Naval 
Air  Systems  Command  s  awarding  of  a 
Small  Business  8(a)  contract  to  Team 
Qualtec  was  based  on  factors  other 
than  the  evaluation  of  the  winner's 
proposal.  The  selection  was  made 
because  the  winner  provided  the  best 
value  for  the  taxpayers'  dollar.  This 
contract  was  announced,  bid  and 


awarded  in  full  accord  with  the  con 
tracting  rules  of  the  U.S.  government 
which  encourages  the  use  of  the  Sec 
tion  8(a)  process,  where  possible 
Navair  awarded  the  contract  based  oi 
scrupulous  adherence  to  the  spirit  anc 
intent  of  the  law  and  regulations  gov 
erning  Section  8(a)  competition. 

ROBERT  L.  MOSE 
Assistant  Commander  for  Contract 
Naval  Air  Systems  Commam 
Patuxent  River,  Ma 

Car  Trouble 

"The  Makings  of  a  Duesy"  (Nov.  26 
p.  50)  gave  me  a  good  laugh.  Just  wha 
the  automotive  market  needs  is  anothe 
Internet  mogul.  Building  a  car  is  fa 
more  complex  and  intuitive  than  build 
ing  a  computer.  A  car  is  more  than  th' 
sum  of  its  parts.  Scott  Painter  may  hire ; 
Big  Three  vice  president  and  designers 
but  the  passion  isn't  there. 

ISAAC  MARTD 
Sherman  Oaks,  Calij 

Taxing  Torts 

"New  Techniques  in  Ambulance  Chas 
ing"  (Nov.  12,  p.  56)  reminds  us  tha 
there  are  those  who,  at  the  expense  o 
others,  abuse  our  legal  system  for  un 
fair  gain.  TV  ads  are  the  perfect  exam 
pie  of  the  tactics  personal  injur; 
law)'ers  employ  every  day.  Lawsuits,  es 
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People  issues  are  complex.  Managing  them  doesn't  have  to  be.  fJg\^Ti[fj^ 


Outsourcing  ■  HR  Technology  ■  Organizational  Change  ■  Talent  &  Reward  Strategies  ■  Retirement  ■  Health  Care 

www..hewitt.com/lifeevents 


CHANGING  JOBS? 


REAOEBS  SA^ 


Our  ROLLOVER  IRA  offers  you: 

Choice.  Value.  Service. 


Your  401(k)  may  be  the  most  important 
savings  you  have,  so  make  sure  you  roll  it 
over  with  the  right  investment  company. 
At  T.  Rowe  Price,  our  broad  range  of 
no-load  mutual  funds,  unwavering  commit- 
ment to  customer  service,  and  over  60 
years  of  experience  mean  you  can  invest 
with  confidence. 


Choice:  For  Rollover  IRAs,  we  offer  over 
60  no-load  mutual  funds.  No  wonder 
Morningstar  called  T.  Rowe  Price  a  "great 
place  for  investors  to  build  a  diversified 
portfolio." 

Value:  With  no  sales  charges,  commissions, 
or  12b-1  fees,  more  of  your  investment 
works  for  you. 

Service:  Our  dedicated  Rollover  Specialists 
will  help  you  set  up  your  account,  from 
handling  paperwork  to  assisting  you  with 
your  investment  choices. 

For  more  information,  call  today  to  discuss 
your  rollover  options  and  to  receive  a  free 
rollover  kit. 


100%  no-load  mutual 
^  funds  covering  a  wide 
range  of  investment 
strategies,  including: 

•  Value  Stock  Funds 

Equity  Income 
Capital  Appreciation 
Mid-Cap  Value 
Small-Cap  Value 
Value 

•  Growth  Stock  Funds 

Blue  Chip  Growth 
Equity  Index  500 
Mid-Cap  Growth 

•  Industry-Specific  Funds 

Financial  Services 
Health  Sciences 
Science  &Technology 

•  International  Funds 

European  Stock 
International  Stock 

•  Bond  Funds 

HighYield 
Short-Term  Bond 
Spectrum  Income 


1-800-541-1725 

WWW.TR0WEPRICE.COM 


Itwest  With  Confidence 

TRoweftice 


For  more  information,  including  fees,  expenses,  and  risks,  read  the  fund  profile  or  prospectus  care- 
fully before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRAR061640 


pecially  against  drug  companies,  hav 
stifled  promising  research.  The  problen 
will  only  worsen  unless  something  i 
done  about  this  abuse  of  the  lega 
system. 

MICHAEL  VALLANT 
Executive  Directo 
Citizens  Against  Lawsuit  Abus 
Los  Angeles,  Calii 

Hold  the  Obituary 

The  headline  of  the  article  "Private  Bank 
ing:  R.I. P."  (Nov.  12,  p.  80)  belies  the  con 
tents  within.  First,  it  is  clear  that  the  num 
ber  of  people  in  need  of  private  bankin] 
services  keeps  increasing.  It  is  obviou 
that  almost  none  of  these  people  are  thi 
target  of  money  laundering  and  racke 
teering  laws.  Second,  the  bulk  of  thi 
wealth  is  managed  not  in  tax  havens  bu 
in  the  domestic  markets  in  which  thi 
money  was  earned.  Finally,  the  bedrocl 
value  of  any  bank  is  trustworthiness  anc 
integrity.  If  a  bank  lacks  this  it  will  lose  al 
its  good  clients. 

GEORGE  FEIGEI 
New  York,  NY 

Bearing  the  Cross 

The  cover  of  your  Nov.  12  edition  inad 
vertently  added  to  a  problem  of  grea 
concern  to  the  American  National  Rec 
Cross:  The  use  of  our  emblem  as  a  desigi 
element.  The  Geneva  Conventions  anc 
Congress  allow  only  the  Red  Cross,  thi 
military  and  a  handful  of  commercia 
entities  to  use  a  Greek  red  cross  for  an' 
purpose. 

LARRY  MOORl 
Interim  General  Counse 
American  Red  Cros 
Washington,  D.C 

Speedy  Conveyors 

FedEx  moves  packages  fast  ("Start  the 
Ground  War,"  Nov.  26,  p.  146).  But  no 
as  fast  as  we  said.  The  company's  sort 
ing  system  scans  packages  traveling  or 
conveyors  at  speeds  of  up  to  540  fee 
per  minute,  not  per  second. 


n  Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


A  DEPARTURE  FROM  THE  ORDINARY. 


It's  the  largest  fleet  of  747s  with  one  of  the  best 
on-time  records  in  the  world  *  It's  technological 
advancements  everywhere,  from  online  services 
to  seat  amenities.  It's  our  Japanese  style  of 
service  making  you  feel  like  the  only  person  on 
board.  It's  no  wonder  a  flight  on  JAL  is  so  far 
removed  from  the  ordinary. 


www.japanair.com 

1-800-JAL-F0ME 


Airlines 


©2001  Japan  Airlines  Company,  Ltd. 
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Now  imagine  there  are 
40,000  people  in  the 
boat  Or 400,000.  Howe 
you  keep  your  employee 
pulling  in  the  same 
direction?  Especially  in 
difficult  economic  time 
when  it  takes  greater 
effort  and  efficiency  to 
ensure  the  highest  level 
customer  satisfaction.  A 
Siebel,  we've  created 
Employee  Relationship 
Management  software. 
It  gives  your  employees 
instant  access  to  the 
company's  knowledge  ai 
information.  People 
can  share  data  and  tacti 
Make  smarter  decision 
And  produce  better 
results  for  your  custome 
Now  even  the  biggest 
worldwide  corporation 
can  work  the  way  it  neet 
to  work.  As  one. 


Good  service 
is  good  business. 


www.siebel.com  1-800-356-3321 


EACT  AND  CnMMENX 

5y  Steve  Forbes,  editor-in-Chief 

'With  all  thy  getting  get  understanding" 


JAPAN:  FALLING  OFF  THE  CLIFF 


ARGENTINA'S  WOES  DOMINATE  THE  FINANCIAL  HEADLINES,  BUT  AN 
even  greater  catastrophe  is  unfolding:  Japan.  The  Japanese  govern- 
ment recendy  announced  that  Japan's  slump  is  deepening.  More 
ominous,  its  financial  system  is  on  the  brink  of  disaster  as  its  banks, 
including  the  large  ones,  reel  from  the  catastrophically  growing  vol- 
ume of  nonperforming  loans.  Japan's  life  insurance  industry  is  also 
hemorrhaging.  Millions  of  whole-life  policies  are  guaranteeing 
returns  in  excess  of  what  companies  can  earn  on  government  bonds. 

The  government's  inability  to  deal  with  the  crisis  is  frightening. 
Corruption,  plus  powerful,  autocratic  and  largely  unaccountable 
government  bureaucracies,  have  stymied  a  long-needed  overhaul 
of  the  banking  system.  More  immediate,  the  Bank  of  Japan  con- 
tinues its  strangulating  monetary  deflation.  That  interest  rates  are 
near  zero  demonstrates  how  few  vital  signs  of  economic  life  are  stiU 
detectable.  Banks  aren't  lending  except  to  bail  out — temporarily — 
politically  potent  but  near-moribund,  credit-unworthy  borrowers. 

Tokyo  should  take  two  immediate  steps: 


•  The  Bank  of  Japan  should  rapidly  flood  the  banking  system 
with  new  credit,  ending  the  decade-long  dehydration  of  liquid- 
ity. With  such  a  permanent,  massive  infusion  of  money,  the 
process  of  liquidating  unresuscitative  loans  could  be  undertaken 
in  earnest,  without  bringing  down  the  whole  financial  system. 

•  Prime  Minister  Junichiro  Koizumi  should  call  a  snap  election  to 
deal  v,ath  Japan's  paralyzingl)'  corrupt  politick  structure.  He  should 
throw  ofi^  the  vice-ridden,  status-quo  factions  of  the  Liberal  Demo- 
cratic Party,  take  on  whatever  opposition  allies  he  can  gather  and 
take  his  case  to  the  people:  Either  support  me  and  my  new  LDP,  or 
Japan  will  face  an  economic  tsunaini  unlike  any  seen  since  the  Great 
Depression.  Koizumi  would  win  overwhelmingly.  He  would  then 
have  the  mandate  to  fight  endemic  corrupdon;  overhaul  Japan's  rot- 
ten-borough parliamentary  system  (wherein  one  rural  voter  is  the 
equivalent  of  five  urban  voters);  slash  taxes;  perform  needed  surgery 
on  the  banks  and  other  financial  service  providers;  and  make  his 
country's  imperious  bureaucracies  answerable  to  elected  ofiicials. 


AS  GM  DID,  WASHINGTON  SHOULD 


GENERAL  MOTORS'  0%  FINANCING  INITIATIVE  FOR  CAR  BUYERS 
following  Sept.  1 1 — quickly  imitated  by  Ford  and  Chrysler — 
saved  the  auto  industry  from  collapse  (see  "Backseat  Driver," 
p.  86).  Why  can't  Washington  put  in  place  a  simUarly  effective 
stimulus  initiative  for  the  entire  nation?  True,  the  feds  can't  cut 


taxes  to  zero,  but  they  can  certainly  take  a  GM-like  whack  at 
income  tax  rates  and  capital  gains  levies,  a  la  John  Kennedy  and 
Ronald  Reagan.  And  GM  has  plenty  of  cars  for  sale,  unlike  Alan 
Greenspan's  near-0%  program,  which  combines  low  prices  but 
little  available  product,  i.e.,  money. 


KEEPING  OUR  ENEMIES  OFF  BASE 


WITH  THE  T\LIBAN  BEING  KO'D,  WE  SHOULD 
follow  the  advice  of  some  British  officials  and 
set  up  a  major  base  in  southern  Afghanistan. 
This  would  be  both  a  potent  symbol  of  Tal- 
iban impotence,  thereby  undermining  what- 
ever remaining  tribal  support  the  Taliban 
might  have  left  in  this  criticiil  part  of  the  coun- 
try, and  a  springboard  for  offensive  action.  It 
would  also  be  a  great  bargaining  chip  with  any 
post-Taliban  regime — dis  us,  and  the  base 
becomes  a  rallying  symbol  for  dissidents. 

The  idea  of  such  an  in-your-fece  base  isn't 
hew.  General  Orde  Wingate,  a  brilliant,  now- 


Operations  of  WWII  guerrilla  guru  Orde 
Wingate  (left)  have  relevance  now. 


forgotten  British  WWII  commander,  led  dar- 
I  ig  behind-the  -lines  attacks  against  the  Japan- 
ese in  Burma  and  pioneered  novel  ideas  of 
coordination  between  ground  and  air  forces. 
Just  before  his  untimely  death  in  1944  Wingate 
had  set  up  bases  in  Japanese-occupied  Burma 
that  the  Japanese  were  unable  to  dislodge. 

Without  succor  from  outside  powers, 
the  Taliban — unlike  the  Vietnamese  Com- 
munists when  they  fought  us,  or  the  anti- 
Soviet  mujahedin  in  Afghanistan  itself — 
will  be  reduced  to  staging  an  occasional 
raid.  Afghanistan  will  be  truly  liberated. 


LET  TURKEY  MAKE  A  MEAL  OF  SADDAM 


WHILE  WE  FIGHT  TO  BRING  DOWN  THE  TALIBAN  IN  AFGHANl- 
stan,  we  should  open  a  second,  infinitely  more  important  front: 
Iraq.  We  need  not  re-create  a  1991  Gulf  war-like  coalition.  Instead, 


after  imposing  a  no-fly  zone  over  all  of  Iraq,  we  should  award 
northern  Iraq  to  Turkey,  under  the  condition  that  the  Turks  give 
the  area  home  rule.  The  north  holds  most  of  Iraq's  oil.  The  vast 
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Turkey 


Syria 


Mosul 


Dohuk 


majority  of  people  there  are  Kurds,  an  ethnic  group  distinct  from 
the  Arabs,  who,  though  they  have  no  love  for  the  Turks,  would 
much  prefer  them  to  the  sadistic  Saddam,  who  slaughtered  and 
gassed  them  by  the  thousands.  After  WW! 
this  territory  was  taken  from  Turkey  and 
given  to  Baghdad  by  the  British,  with  the 
understanding  the  Kurds  would  be 
granted  substantial  autonomy,  a  promise 
not  kept,  with  murderous  results. 

The  Turks,  aided  by  our  air  power, 
would  make  short  shrift  of  any  Iraqi  armed 
resistance  to  their  marching  into  northern 
Iraq.  The  advantages  of  such  a  move  would 
be  momentous.  The  Turks  would  use  tlie 
oil  for  benign  domestic  purposes,  rather 
than  for  acquiring  weapons  of  mass  destruction  and  oppressing  the 
local  population.  This  would  be  an  object  lesson  to  states  harboring 
terrorists:  Cross  the  civilized  world,  and  you  will  be  punished. 

And  bin  Laden-like  fanatics  could  hardly  accuse  the  heirs  of 


Iraq 


the  Constantinople-conquering  Ottoman  Empire  of  being  antj 
Islamic  latter-day  Crusaders.  Saddam's  long-cowed  officer  corp 
and  intelligence  apparatchiks  would  rise  up  and  destroy  him 
What  enabled  Saddam  to  suppress  rebel 
after  his  1991  Kuwait  fiasco  was  our  let 
ting  him  use  his  hehcopters  to  put  dowj 
local  uprisings. 

Would  the  dismemberment  of  Irai 
create  a  vacuum  that  would  be  filled  b 
mullah-oppressed  Iran?  The  TurkisI 
presence  in  the  north  would  take  care  < ) 
that.  In  fact,  the  overthrow  of  Saddan 
would  encourage  anti-ayatollah  forces  ii 
Iran  who  have  recently  staged  impressiv 
pro-America  demonstrations  in  varicju 
cities  and  whose  liberalizing  goals  are  largely  shared  by  the  popu 
larly  elected  but  clerically  hogtied  President  Mohammad  Khatami 
Democratic,  secular  Turkey  would  become  an  even  mor^ 
potent  model  for  the  Arab  world. 


Allied  safe  zone 

—  Original  area 
of  Kurdish 
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Iran 
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BETTER  SECURITY,  FASTER  SECURITY 


HERE  IS  A  HIGH-TECH  DETECTION  TECH- 
nology  that  Homeland  Security  chief  Tom 
Ridge  should  order  federal  agencies  to  use  at 
once.  It  is  an  antiterrorist  approach  come 
true,  developed  by  a  company  called  Ancore, 
with  both  federal  and  private  funding.  This 
quick,  noninvasive  system  is  extraordinarily 
effective  in  detecting  every  kind  of  drug,  all 
known  explosives,  hazardous  chemicals, 
weapons  of  mass  destruction  and  even  some 
biological  weapons.  Put  an  Ancore  device 
near  a  container,  box,  package  or  piece  of  lug- 


gage, and  it  will  automatically  locate  suspi 
cious  material.  No  need  for  aU-too-fallibl< 
humans  to  ferret  through  briefcases  and  suit 
cases.  No  need  for  customs  agents  to  try  tc 
inspect  everything  inside  cargo  containers  o 
trucks.  Ancore  has  made  a  breakthrough  ii 
neutron-scanning  analysis  that  can  do  thi 
job  without  harming  humans  or  the  in 
spected  material.  Even  though  Washingtoi 
had  a  hand  in  developing  this  extraordinary 
technology,  federal  agencies  have  been  drag 
ging  their  feet  putting  these  devices  to  work. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  Grange  Hall-50  Commerce  St.,  at  Barrow  St.  (Tel.:  924-5246). 
This  is  New-York-takes-on-heartland-America:  center-cut  pork 
chops  with  a  mustard  BBQ  glaze,  fried  green  tomatoes  with  a 
cornmeal  crust  and  green  herb  mayonnaise;  and  cornmeal- 
crusted  fried  squash  blossoms. 

Toledo-6  East  36th  St.  (Tel.:  696-5036).  Serene  and  beautifril 
Midtown  Spanish  restaurant  offering  a  perfect  escape  from 
urban  chaos.  Alas,  the  food  is  ordinary — poached  salmon  with 
hollandaise,  fried  calamari;  or  awful — oily  soup,  breast  of 
chicken  cutlet  with  a  sauce  so  sweet  it  was  inedible  and  desserts 
unworthy  of  the  name. 

•  Andre-242  West  56th  St.  (Tel.:  307-0700).  Old-fashioned 
French  restaurant  near  Carnegie  Hall.  Not  grand  cuisine  but 
tasty,  substantial  and  reasonably  priced. 

•  Rughetta-347  East  85th  St.  (Tel.:  517-3118).  Small,  atmos- 
pheric neighborhood  place  serving  excellent  Italian  fare.  Try  the 


scampi  tiziana  (grilled  shrimp  served  over  potatoes,  zucchin 
and  radicchio)  and  the  pera  al  vino  (poached  pear  cooked  witl 
red  wine  and  cinnamon). 

Terrace  in  the  Sky-400  West  1 19th  St.  (Tel.:  666-9490).  Sam« 
breathtaking,  panoramic  view,  but  the  food  is  now  mediocre  a 
best,  and  at  top  Midtown  prices,  this  is  unforgivable. 

•  92-45  East  92nd  St.  (Tel.:  828-5300).  Bustling,  happening 
bistro.  Recommended:  three-tomato  salad,  homestyle  meatloat 
wonderful  striped  bass  and  the  coconut  cake. 

•  Esca-402  West  43rd  St.  (Tel.:  564-7272).  Good  spot  near  the 
theater  district.  Try  the  marinated  salt  cod  with  boiled  potatoes 
arugula  and  mushrooms;  and  the  insalata  di  puntarelle  (dande 
lion  greens  with  anchovy  vinaigrette).  The  affogato  (carame 
gelato  drowned  in  espresso  with  bits  of  caramelized  walnut)  anc 
the  budino  di  cioccolata  (warm  chocolate  pudding  cake  witl 
creme  fraiche  sorbet)  are  heavenly. 
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For  over  half  a  century,  Land  Rovers  have  been  transporting  very  important  people; 
to  very  important  places.  Peace  summits.  Coronations.  Sold-out  concert  venues.  And- 
■■^*-;TpBa««Mm^        somewhere  between  Winston  Churchill  and  the  Pope,  it  occurred, 
Fi|L|^«fl|^^B^^^9  to  US;  If  we're  going  to  be  carrying  luminaries,  shouldn't  we, 

f^^l^^^^^aBBBB  '^vish  them  in  absolute  comfort  and  style?  And  so  we  created; 
LiH  j^at    -  »fPar        our  first  Range  Rover.  Should  you  be  so  fortunate  as  to  drive  ■ 
^1^*^   ..'^  ^  ^      _|  the  2002  4.6  HSE,  you'll  discover  our  initial  goal  has  evolved 
^■KbMMi ...  irHf  nicely.  With  advances  that  include  Electronic  Air  Suspension,i 
a  460-watt,  12-speaker  Harman  Kardon  sound  system  and  leather  and  burlwood  - 
interior  appointments,  our  latest  Range  Rover  stands  ready  to  impress.  Precisely  the, 
effect  it  had  on  the  editors  of  Kiplinger's,  who  rated  the  Range  Rover  4.6  HSE  first  for  ' 
safety  among  SUVs".  Now  only  one  question  remains:  What  history  will  you  make  in  it?.- 


RANGE  ROVER' 


VISIT  LANDR0VER.COM  OH  CALL  '1-600-FINE4WD.  'Range  Rover  4.6  HSE  rated  in  December  2Q0O  issue  o)  Kiplinger's.  Tread  lightly'/  Drive  responsibly  oi 
1^)2001  Lansl  Rover  North  America.  Inc.  Always  us&  your  seat  belts.  SRS/airbags  alone  dO  not  provide  sufficient  protection. 


Covered  by  Allianz  Gro u 


Wherever  you  are.  Whatever 
you  do.  A  company  of  the 
Alliahz  Group  is  always  on 
your  side. 


To  us,  risk  management  means  thinking  the  unthinkable 
to  prevent  risk  turning  into  loss.  As  one  of  the  world's 
leading  global  insurers  our  financial  strength  and  technical 
expertise  combine  to  make  Allianz  Group  the  partner 
you  can  trust  whenever  and  wherever  you  need  us. 

Allianz.  The  Power  On  Your  Side. 


Allianz  ® 


Allianz  Group.  Europe's  leading  global  insurer 
and  provider  of  financial  services. 
Allianz  Group  companies  in  the  U.  S.  are: 
Fireman's  Fund  and  Allianz  Life  of  North  America. 


11TJ4£  R  CnMMElLTS 


Where  there  are  no  rights,  there  are  no  duties. 

— HENRI-BEN)AMIN  CONSTANT  DE  REBECQUE 


A  Just  War  The  disinclination  toward  retaliation  against  the 
wicked  leads  to  suggestions  that  terrorists  should  instead  be  tried 
in  international  courts.  There  is  no  proper  statutory,  court-based 
"international  law"  that  the  anti-war  lobby  imagines  exists — ^because 
there  is,  thankfully,  not  yet  a  world  sovereignty.  Yet  it  is  what  comes 
closest  to  world  government,  the  U.N.,  that  often  hinders  justice  in 
the  absolute  sense.  The  U.N.  places  "peace"  as  its  greatest  goal,  never 
mind  that  in  simply  negotiating  peace  between  warring  factions 
(when  it  succeeds)  it  often  leaves  justice  unresolved — the  wicked 
are  only  restrained  from  wickedness,  the  faction  in  the  right  still  not 
fiilly  served.  The  mistake  of  the  past  50  years  is  in  believing  "nonvi- 
olence" to  be  synonymous  with  "justice,"  and  the  failure  to  appre- 
ciate that  sometimes  an  overarching  pursuit  of  peace  at  any  price 
leaves  justice  a  victim.  Sometimes  you  must  go  to  war  for  justice. 

— Far  Eastern  Economic  Review 

Know  Thine  Enemy  Reached  by  cell  phone  in  purgatory, 
where  he  is  expiating  his  sin  of  imposing  wage  and  price  controls, 
Richard  Nixon  agreed  to  an  interview  with  his  former  speechwriter. 

Q:  How  do  you  think  the  war  in  Afghanistan  is  going? 

Nixon:  The  Bush  people  fail  to  see  the  global  picture.  The  enemy 
is  not  just  bin  Laden  and  his  terrorist  cells.  It's  the  movement  threat- 
ening to  take  over  the  Islamic  world.  Those  beards  and  their  state 
sponsors  want  the  Saudi  and  Kuwait  oil.  That  would  give  them  the 
money  to  build  or  buy  the  nuclear  and  germ  weapons  to  eliminate 
the  reasonable  Muslims  and  all  the  Christian  and  Jewish  infidels. 

Q:  How  would  you  stop  them? 

Nixon:  Split  'em,  the  way  we  split  the  Communist  monolith 
by  playing  the  China  card  against  the  Soviets.  Your  generation's 
card  is  Turkey.  I'd  make  a  deal  with  Ankara  to  move  across 


"If  I  were  money,  you'd  listen  to  me." 


Turkey's  border  and  annex  the  northern  third  of  Iraq.  The  Ian. 
to  make  part  of  Turkey  is  the  oilfield  around  Kirkuk  that  pro 

duces  nearly  half  of  Saddam's  oil. 

Q:  Doesn't  that  mean  war? 

Nixon:  Quick  war,  justified  by  Saddam's  threat  of  germs,  nukt 
and  terrorist  connections.  The  freed  Iraqis  would  start  pumpin 
their  southern  oU  like  mad  and  help  us  bust  up  OPEC  for  good. 

— WILLIAM  SAFIRE,  New  York  Time 

Next  Stop,  Iraq  i  "he  U.S.  and  Britain  were  correct  in  giv  i 
ing  priority  to  the  battle  in  Afghanistan.  But  to  pretend  that  Iraq  ca: 
be  put  to  one  side  this  winter  while  we  deal  with  the  Taliban  and  th 
al  Qaeda  network  is  foolhardy.  The  U.S.  must  establish  a  militar 
base  wdth  an  airfield  in  northern  Iraq.  With  this  base,  the  U.S.  ani 
Britain  would  be  in  a  better  position  to  pursue  a  counterterrori.' 
strategy  without  relying  only  on  airfields  in  Turkey  or  Bahrair 
Action  against  Iraq  will  also  encourage  Israeli  cooperation  in  mean 
ingflil  peace  negotiations  with  the  Palestinian  Authority.  The  EU' 
Common  Foreign  and  Security  Policy,  in  emphasizing  Israe 
intransigence  before  fraq's  record  of  international  terrorism,  is  rem 
iniscent  of  a  past  era  when  Europe  was  seen  to  curry  favor  with  Aral 
opinion  and  earned  the  contempt  of  Israel.  This  approach  is  politi 
cally,  and  morally,  flawed.  In  1991,  Israel  showed  immense  restrair 
as  Iraqi  Scud  missUes  landed  on  Israeli  soil.  But  since  1991  Israel  ha 
seen  Iraq  continue  to  sponsor  terrorism  and  thumb  its  nose  at  th 
U.S.  with  impunity.  Why  should  Israel  take  risks  for  peace  with  th 
Palestinians  while  the  Iraqi  threat  remains  unchecked  by  the  U.S.? 

— DAVID  OWEN,  Wall  Street  Joiirm 

Saving  Japan  To  end  a  decade- long  slump,  the  Japanes 
government  should  consider  auctioning  off  the  local  networks  c 
the  Postal  Savings  System  in  a  bidding  process  open  to  all  financit 
intermediaries,  Japanese  and  foreign.  The  value  of  the  Postal  Sa\- 
ings  System  franchise  is  the  thousands  of  local  post  offices  at  whicl 
Japanese  housewives  make  frequent  visits  and  additions  to  their  sav 
ings.  Post  offices  are  in  every  village  in  Japan  and  in  every  neighbor 
hood  in  Japan's  huge  cities.  The  Japanese  government  could  realiz 
hundreds  of  billions  of  dollars  in  revenues  from  the  auction.  Wha 
would  Merrill  Lynch  or  Citibank  pay  for  access  to  Japan's  legendar 
savers  with  their  $12  trillion  worth  of  holdings  now  deployec 
largely  in  low-return  investments?  The  amount  would  be  larg^ 
enough  to  help  Japan  defray  its  large  deficit  while  undertaking  poll 
cies  that  would  stimulate  sufficient  growth  to  eliminate  that  deficil 
— lOHN  H.  MAKIN,  American  Enterprise  Institute 

Man's  Best  Friends  There  are  three  faithful  friends— I 
an  old  wife,  an  old  dog,  and  ready  money. 

—BENJAMIN  FRANKLIN  i 
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Technology  never  stands  still.  Especially  at  Delphi.  For  over  a  century,  we've  been  turning  visionar 
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Drlving  Tomorrow's  Technology 


CURRENT  EVENTfS 

3y  Caspar  W.  Weinberger,  chairman 


OUR  WAR  AGAINST  TERRORISM-A  GOOD  PROGRESS  REPORT 


Northern  Alliance  soldiers  preparing  to  take 
back  their  capital,  Talaquan,  from  the  Taliban 


MTER  WE  OVERCAME  OUR  INITIAL  AMBIVALENCE  ABOUT  HOW 
(trongly  we  should  support  the  Northern  Alliance  in  Afghanistan, 
ind  after  our  Air  Force  laid  down  the  equivalent  of  a  rolling  artiller\' 
>arrage  in  front  of  its  advancing  troops,  the  Northern  Alliance 
Droke  through  the  Taliban  lines  and  raced  south  into  Kabul  and 
jeyond,  nearing  the  Taliban  base  of  Kandahar.  Only  then  did  the 
inalysts,  columnists,  commentators  and  other  experts  shift  gears — 
Tom  their  steady  criticism  of  how  badly  the  war  was  going  to  wam- 
jigs  of  strengthened  Taliban  resistance,  reports  of  angry  U.S.  allies 
ind  predictions  of  how  man\'  years  bin  Laden  could  hide  from  us. 
^n  short,  while  this  war  is  indeed  different  from  those  we  have 
"ought  in  the  past,  one  thing  remains  con- 
;tant:  the  drumbeat  of  criticism  of  every- 
liing  our  military  does  or  does  not  do. 

Even  before  the  Taliban  was  broken 
nto  several  fleeing  groups,  we  had 
iccomplished  much  since  our  military 
jegan  its  response  on  Oct.  7  to  the  terror- 
st  strikes  of  Sept.  1 1 : 
»  We  ovm  the  airspace  over  the  batdefield; 
)ur  attack  planes,  helicopters  and  supply 
jlanes  come  and  go  anywhere  in  Afghan- 

j.stan  they  wsh,  with  no  effective  opposition. 

[•  With  no  loss  of  life  from  hostile  fire,  we 

have  mounted  intelligence-gathering  raids  against  bin  Laden 

:;trongholds.  We  now  have  a  substantial  number  of  expert  troops 
m  the  ground  in  Afghanistan  to  identify  targets  and  help  our 
Dombers  destroy  them. 

» We  have  maintained  the  continued  strong  support  of  many  coali- 
jdon  partners,  many  of  which  have  varying  differences  with  some  or 
nost  of  what  we  are  tr\dng  to  accomplish.  Pakistan,  Saudi  Arabia, 
Dman,  Bahrain,  Uzbekistan  and  Tajikistan,  to  name  only  a  few 
slamic  nations,  are  supporting  all  the  important  aspects  of  our 
var.  This,  despite  opposition  of  varying  intensity  in  many  of  these 
:ountries.  There  have  even  been  pro-America  demonstrations  in 
ran.  The  head  of  the  22-nation  Arab  League  dismissed  an  appeal 
Tom  Osama  bin  Laden  for  a  holy  war  against  the  West,  as  did 
Egypt,  which  said  the  whole  world  was  united  against  bin  Laden. 
'»  Up  to  now  there  has  been  little  change  in  the  overwhelming  sup- 
port of  the  American  people  for  both  the  war  and  our  conduct  of  iL 
Various  elements  of  dissent  in  Europe  and  America  have  pro- 
iuced  the  usual  statements,  ranging  from  the  vicious  shouts  of  paci- 
I  ists  that  the  U.S.  is  committing  "terrorist  acts"  to  the  high-minded 
I  ivhines  of  those  few  who  think  that  while  the  terrorists'  killing  of 
1  iome  5,000  people  in  the  U.S.  was  "terrible,"  we  must  not  bomb  the 
errorists.  A  typical  unsupported  claim  in  a  Washington  Post  column 
published  the  day  before  the  Taliban  was  sent  fleeing  said,  "All  over 


Washington  I  was  hearing  unhappiness  about  the  war's  progress." 
Translated,  this  means  that  the  writer  probably  read  some  other 
unhappy  columnist's  equally  unsubstantiated  assertions. 

WTiat  we  should  do  to  stop  terrorism  if  we  are  not  to  fight  it 
is  not  discussed.  "Negotiations"  maybe?  With  whom?  Presum- 
ably with  the  terrorists,  \vhose  promises  are,  shall  we  say,  suspect. 

Meanwhile,  our  military  is  methodically  and  efficientiy  car- 
rying out  its  plans  by  supporting  the  Northern  Alliance  and 
anyone  else  willing  to  fight  the  Taliban.  We  are  destro\ang  the 
Taliban's  troops  and  leaders,  as  well  as  its  positions  and  supply 
and  ammunition  dumps.  At  the  same  time  we  have  delivered 
well  over  a  million  packets  of  food  to  the 
Afghan  people,  whose  Taliban  govern- 
ment never  did  anything  to  help  them. 

.Among  other  favorable  de\'elopments 
are  Defense  Secretary  Rumsfeld's  daily 
press  briefings — models  of  thoroughness 
and  openness,  to  the  extent  compatible 
with  not  compromising  safet)'.  War  plans 
take  time  to  mature  and  succeed.  "Suc- 
cess," in  this  case,  means  destroying  the 
Taliban's  grip  on  Afghanistan  (nearly 
achieved),  the  capture  of  Osama  bin 
Laden  and  the  destruaion  of  his  al  Qaeda 
network,  as  weO  as  the  capture  and  destruction  of  other  terrorist 
groups,  their  leaders  and  those  who  attempt  to  take  their  places. 

We  have  given  this  enormously  important  and  difiicult  mission 
to  a  military  severely  weakened  by  eight  years  of  cutbacks  by  the 
Clinton  Administration.  We  need  to  rebuild  our  militar\''s  effec- 
tiveness to  the  point  last  seen  in  the  Gulf  war,  adding  necessary  air- 
and  sea-lift  capabilities  and  restoring  research  and  development 
flmds  to  produce  new  and  effective  weapons  to  make  up  for  the 
previous  Administration's  so-called  procurement  holidays.  Today's 
Army  personnel  numbers  fewer  than  475,000.  The  Arm\'  that  won 
the  Gulf  war  had  more  titan  900,000.  If  we  added  only  50,000  to 
today's  force,  it  would  cost  about  $15  billion  a  year,  demonstrating 
what  false  economy  it  is  to  make  the  kind  of  cuts  Clinton  made. 

Our  troops'  morale,  which  sagged  in  the  1990s,  has  been 
restored  by  the  strong,  clear  and  inspiring  leadership  of  Presi- 
dent Bush  and  Secretar)'  Rumsfeld.  The)'  have  promised  the  mil- 
itary— present  and  future — that  it  will  have  the  frill  support  of 
the  U.S.  government  and  that  its  forces  will  never  be  sent  on 
missions  without  proper  and  continuous  backing  or  without 
rules  of  engagement  that  permit  it  to  win. 

The  rest  is  up  to  us.  We  must  have  the  patience  to  continue  our 
support,  overriding  what  probably  wiU  be  increasing,  sometimes 
ill-informed  press  criticism  during  the  long,  hard  days  ahead.  F 
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DIGITAL  RULES 

By  Rich  Karlgaard,  publisher 


BOOM  INTERRUPTUS 


Good  news:  Net  traffic  will  quadruple  in  2001,  says  Larry 
Roberts  (right).  George  Gilder  (left)  agrees  but  says  global 
deflation  has  strangled  the  Net's  buildout. 


TECHNOLOGY  AIN'T  DEAD.  IT'S  ONLY  PLAYING  THE  PART  FOR  A 
movie — surely  a  horror  flick.  But  now  the  latest  Internet  data 
traffic  figures  are  in,  and  the  results  are  astonishingly  good.  Traf- 
fic in  2001  will  quadruple  over  2000's.  All  other  factors  consid- 
ered— recessionary  year,  no  Napster,  grinding  paralysis  on  last- 
mile — a  quadrupling  of  Net  traffic  can  be  seen  as  a  huge  upset 
win.  Just  imagine  what  will  happen  when  the  wind  is  at  our  back. 

The  figures  represent  the  first  real  data  since  the  Network 
Access  Points  were  reconfigured  in  1997.  They  come  by  way  of 
Larry  Roberts,  who  shared  his  figures  at  the  recent  Telecosm  con- 
ference. To  jog  your  memory,  Roberts  fathered  the  Internet,  back 
when  it  was  called  Arpanet  and  was 
managed  by  the  U.S.  Department  of 
Defense.  If  anyone  knows  how  to 
count  Net  traffic,  it's  probably 
Roberts.  A  youthful  man  in  his  mid- 
60s,  Roberts  today  is  the  founder, 
chairman  and  CTO  of  Caspian  Net- 
works. This  means  he  and  his  bud- 
dies were  sprigs  in  their  20s  and  30s 
when  they  conjured  up  Arpanet. 

Now  tliat's  a  thought  to  depress 
you  if  you're  on  the  wrong  side  of  40. 
Come  to  think  of  it.  Bob  Noyce  and  Jack  Kilby  were  in  their  20s 
when  they  invented  the  silicon  chip.  Steve  Jobs  and  Steve  Wozniak 
were  as  young  as  those  louts  in  Animal  House  when  they  popular- 
ized the  PC  in  the  same  year  as  that  movie  was  released.  Bill  Gates 
was  scarcely  past  puberty  when  he  started  Microsoft.  Marc 
Andreessen,  23,  was  no  doubt  guessing  how  a  Gillette  razor  worked 
when  he  wrote  a  Web  browser.  Tim  Berners-Lee,  an  exception,  was 
a  grump  in  his  mid-30s  when  he  invented  the  World  Wide  Web. 
Shawn  Fanning  of  Napster  was  1 8.  Linus  Torvalds  of  Linux  was  22. 

No,  it's  not  a  rule,  but  it  sure  looks  as  though  it  were.  Most  of 
the  big  breakthroughs  in  math,  physics  and  computer  technol- 
ogy are  made  by  the  obnoxiously  young.  At  38  men  have  quar- 
terbacked  a  Super  Bowl  victory,  thrown  a  102mph  fastball,  leapt 
from  an  NBA  foul  line  to  slam-dunk  an  orange,  round  ball  and 
run  100  meters  in  under  10  seconds.  Where  are  the  geezers  in 
math,  physics  and  computers?  Forget  it.  I  sure  hope  somebody 
invents  Viagra  for  the  brain  soon. 

Prime  Pius  (And  Tlien  Some) 

So  Net  traffic  is  quadrupling  in  a  terrible  year.  Nice  news  indeed.  It 
begs  the  question:  What  would  traffic  do  in  a  good  year?  Alas,  we 
may  have  to  wait  a  very  long  while  to  find  out.  Grim  were  the  eco- 
nomic forecasts  coming  out  of  Telecosm.  David  Malpass,  the  Bear 
Stearns  strategist — and  my  pick  for  a  future  Treasury  Secretary — 


sees  a  puny  0.9%  global  growth  in  2002.  He's  convinced  the  global 
economy  is  in  a  deflationary  death  grip.  Weirdly,  Alan  Greenspan 
and  his  counterparts  in  Japan  and  in  the  EU  don't  see  it  that  way. 
Are  they  blind?  The  U.S.  dollar  has  risen  30%  against  most  com- 
modities, from  grain  to  gold,  during  the  last  four  years.  Even  if 
interest  rates  fell  to  zero,  dollar  appreciation  on  this  level  effectively 
pushes  real  rates  to  7.5%  above  nominal  rates.  So  your  5.5%  prime 
rate  is  more  like  13%.  This  rewards  coupon  clippers  and  punishes 
entrepreneurs  tryijig  to  build  out  the  broadband  infrastructure. 

Steve  Forbes  in  his  Telecosm  speech  compared  deflation  to  a 
water  shortage.  If  people  know  a  water  shortage  is  coming,  they 

hoard  water.  Government  officials 
knocking  on  your  door  would  see 
all  the  hoarded  water  and  conclude 
that  America  was  awash  in  the  wet 
stuff — flooded  with  liquidity,  as  it 
were.  Similarly,  monetarists,  even 
those  as  saintly  as  Milton  Friedman, 
see  people  and  institutions  hoard- 
ing dollars  and  imagine  that  Amer- 
ica has  plenty  of  liquidity.  An  exam- 
ple from  the  venture  capital  sector 
proves  just  how  easy  it  is  to  make  a 
false  diagnosis.  Some  $100  billion  was  raised  by  VCs  from  insti- 
tutional partners  last  year.  Three-quarters  of  it  now  sits  in  money 
market  accounts,  where  it  is  seen  and  counted  by  the  Federal 
Reserve  as  liquidity.  Yes,  it's  liquid  all  right,  but  it's  largely 
unavailable  for  its  intended  purpose — to  help  entrepreneurs. 

Here's  the  Fed's  twisted  logic:  Were  the  $100  bfllion  of  ven- 
ture capital  completely  invested  where  it  might  do  some  good,  it 
would  "disappear"  from  their  eyes.  The  Fed  would  see  this  as 
"shrinking  liquidity,"  i.e.,  a  bad  thing. 

Ease(y)  Does  It 

Telecosm  maestro  George  Gilder  put  a  point  on  why  deflation  is 
so  easy  to  miss.  "Every  economist  or  analyst  can  find  fault  with 
each  business  case  or  country  crashing  aU  around  us.  'The  Telcos 
hinged  on  debt.'  'Japanese  banks  made  stupid  loans.'  'The  Argen- 
tineans are  corrupt.'  'The  Turks  can't  get  their  act  together.'  By 
insisting  that  each  one  is  a  special  case,  experts  ignore  the  larger, 
systemic,  global  problem:  All  debtors  are  going  broke!  Neither 
interest  rate  cuts  nor  tax  cuts  (though  both  desirable)  will  do." 

What's  needed,  Gilder  said,  is  a  meeting  of  the  G-8  nations 
to  effect  a  coordinated  easing.  Seems  plain  as  day  to  us.  Is  any- 
one in  the  Bush  Administration  listening?  F 
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To  see  past  Digital  Rules  columns,  visit  our  Web  site  at 
www.forbes.com/karlgaard. 
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onspiracy  Theory 


ExciteAtHome  belly  flopped  despite  billion-dolla 
backing  from  cable  titans  and  AT&T.  How  could 
fail?  A  legal  assault  says  AT&T  wanted  it  that  wa' 

BY  CARLEEN  HAWN 

FEW  COMPANIES  LOOKED  BETTER  POSITIONED  TC 
survive  the  broadband  race  than  ExciteAtHome.  It  wa 
backed  by  the  nation's  largest  cable  companies  anc 
AT&T.  It  was  signing  up  almost  200,000  new  customer 
a  month  and  was  on  track  to  bring  in  $400  million  ii 
revenue  this  year.  It  even  had  $150  million  in  cash. 
But  on  Sept.  28  ExciteAtHome's  parent,  At  Home  Corp.,  filec 
for  Chapter  1 1  bankruptcy.  Now  At  Home's  bondholders,  whicl 
own  $747  million  of  $1  billion-plus  in  unsecured  debt,  couk 
walk  away  empty-handed.  At  Home's  shares,  which  traded  a; 
high  as  $95,  have  been  delisted  from  Nasdaq  and  trade  at  6  cents 
What  went  wrong?  A  new  conspiracy  theory  alleges  tha 
AT&T,  despite  controlling  23%  of  At  Home's  common  shares  anc 
74%  of  the  voting  shares,  drove  the  firm  to  the  brink  of  bank 
ruptcy — so  it  could  then  acquire  the  rest  of  it  on  the  cheap.  Sure 
enough,  on  the  day  At  Home  filed  for  Chapter  1 1 ,  AT&T  unveilec 
a  deal  to  buy  the  company's  assets  for  $307  million — withou 
staging  an  auction  that  might  have  lured  a  higher  bidder. 

"They  negotiated  this  deal  behind  our  backs,"  says  Donak 
Morgan  of  investment  firm  MacKay  Shields,  who  represents  Ai 
Home's  bondholders.  They  have  asked  the  bankruptcy  court  ir 
San  Francisco  to  reject  the  paltry  offer,  and  accused  AT&T  oi 


Much  Ventured,  Nothing  Gained 


March  1995: 

At  Home  deal 
assembled  by 
Kleiner  Perkins' 
William  Hearst  III 
with  $38  million 
from  TCI,  Cox, 
Comcast  and  others. 


September  1996:  Launches 
service  In  ten  cities.  Ends  year 
with  5,000  subscribers, 
$25  million  in  losses. 


July  II,  1997:  ipo  nets$ioo 

million.  Ends  year  with  50,000 
subscribers,  losses  of  $219 
million.  Stock  at  $8.50. 

December  1998:  Raises  $437 

million  from  debt  offering.  Ends 
year  with  331,000  subscribers, 
losses  of  $144  million. 
Stock  at  $37 

Jan.  19, 1999:  Buys  Excite  for 
$6.7  billion  in  stock.  One  month 


later  AT&T  acquires  TCI  for  $48 
billion,  becomes  At  Home's  largest 
shareholder  with  39%  stake. 

December  1999:  Raises 

$500  million  in  second  debt 
offering.  Ends  year  with 
1.2  million  subscribers  and  losses 
of  $1.5  billion.  Shares  at  $42. 
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May  8,  2000 

Chief  Executive 
Jermoluk  quits; 
replaced  by 
George  Bell,  whi 
resigns  four 
months  later  Ends  year  with 
2.7  million  subscribers,  losses 
of  $7.4  billion.  Stock  at  $1750. 

January  2001:  Writes  off 

$5  billion  in  acquisitions,  lays  off 
250  employees.  AT&T  pays 
$3  billion  in  stock  for  At  Home 
stakes  owned  by  Cox  and  Comcasi 


'unsavory     shenanigans"  that 
stripped  At  Home  of  value. 

Small  shareholders  feel  just  as 
nosed.  "This  is  an  egregious  and 
grievous  manipulation.  These  people 
ire  worse  than  any  crook  sticking  up 
1  convenience  store,"  snipes  Don  E. 
Doby  Jr.,  a  sports  marketing  agent  in 
Charlotte,  N.C.  He  bought  1,000  At 
^ome  shares  at  $44  in  1999,  has  sold 
half  of  them  since,  but  is  still  down 
$35,000. 

Doby  has  formed  a  shareholder 
group  preparing  a  legal  attack  on 
\T&T;  it  includes  At  Home's  40th  em- 
ployee and  a  treasurer  of  ExxonMobil 
Corp.  He  is  trying  to  rile  up  regula- 
tors in  Washington  and  has  sought 
legal  advice.  "I  don't  care  how  long  it 
takes — I  wanna  get  these  guys." 

But  if  the  bankruptcy  judge 
approves  the  deal,  AT&T  Chief  Exec- 
utive C.  Michael  Armstrong  will  pull 

aff  a  rarity  in  his  four-year  tenure:  a  sweet  deal  for  his  share- 
liolders.  AT&T  shares  are  down  50%  since  he  took  over  in 
November  1997.  At  his  behest  AT&T  paid  $110  billion  in  stock  to 
acquire  its  cable  assets — and  now  gets  bids  of  about  half  that  to 
iell  them  off.  At  Home's  cable  assets  seem  to  have  deteriorated 
:ven  more.  Back  in  January,  AT&T  paid  partners  Cox  Communi- 
:ations  and  Comcast  a  total  of  $3  bOlion,  or  $48  a  share,  to  get 
:ontrol  of  At  Home.  That  gave  AT&T  74%  of  At  Home's  voting 
>hares  and  valued  the  firm  at  $18  billion. 

AT&T  won't  comment  on  the  conspiracy  theory,  citing  litiga- 
:ion;  nor  would  officials  at  At  Home. 

Hatched  in  1995  by  John  Doerr  and  William  R.  Hearst  III  of 
k'enture  firm  Kleiner  Perkins  Caufield  &  Byers,  At  Home  landed 
ilmost  $40  million  from  TCI,  Cox,  Comcast  and  others  to  build 
i  broadband  Internet  service  for  their  cable  networks.  AT&T 
nherited  TCl's  39%  stake  in  At  Home  when  it  bought  TCI  in 
1999.  The  cable  partners,  with  44  million  customer  homes, 
igreed  to  use  At  Home  as  their  exclusive  Internet  provider,  a 


The  Deal  is  Off 

Could  GM  come  to  Chrysler's  rescue?  Not  a  chance 

w 


fILD  IDEA  FLOATING  AROUND  DE- 
troit:    GM    buys  moneylosing 
Chrysler  from  DaimlerChrysler  in 
order  to  rescue  it. 

We  bounced  that 
one  off  a  Chrysler 
spokesman.  All  we  got 
was  a  string  of  curses. 

What  does  GM  think  of  this  clever 
strategy?  Believe  it  or  not,  the  idea  was 
broached  at  a  mid-November  meeting  of 
GM's  Automotive  Strategy  Board,  which  in- 
cludes Chief  Executive  Rick  Wagoner  Jr.  Ini- 
tial reaction,  according  to  a  GM  executive: 
laughter.  But  a  brief  discussion  ensued  of  the 
cost  benefits  of  merging  two  of  America's 
mass-market  automakers.  After  all,  it's  a  lot 


easier  for  Dodge  and  Pontiac  to  share  parts 
than  for  Dodge  and  Mercedes.  "You  could 
really  put  together  a  dynamite  company,"  says 
our  source,  who  didn't  think  the  deal  would 
cause  antitrust  problems. 

Tlien  what  was  so  funny?  The 
economic  downturn  has 
left  GM  strapped  for 
cash.  So  any  deal  would 
have  to  be  in  stock,  and 
Daimler  could  wind  up  with,  say,  15%  of 
GM.  Mostly,  though,  they  suspected  Daim- 
lerChrysler Chairman  Jiirgen  Schrempp 
wouldn't  sell.  Daimler  would  have  to  take  a 
writedown,  leaving  egg  on  Schrempp's  face. 
Conclusion:  It  ain't  going  to  happen. 

-Robyn  Meredith 


\prjl  2001: 

^an\  Hart 
Decomes  new 
;hief  executive, 
ells  investors 
company  may 
lave  "liquidity 
ssue. "  Cuts  380  employees. 

June  2001:  Raises  $I00  million 
Tom  debt  sold  mostly  to  "vulture" 
'irm  Promethean  Capital  Group. 
Sells,  then  leases  back,  network 
assets  to  AT&T,  raising  $85 
nlllion  more.  Stock  at  $2. 


Sept.  28,  2001:  nies  for  chapter 
II— $150  million  in  cash,  debt  of 
$1.2  billion.  Announces  plan  to  sell 
assets  to  AT&T  for  $307  million. 

October  2001:  with  shares 
trading  at  6  cents,  delisted 
from  Nasdaq.  AT&T  removes 
Armstrong 
from  board. 
Bondholders 
ask  bank- 
ruptcy court 
to  stall  asset 
sale  to  AT&T. 


lockup  that  was  to  run  until  this  month.  At  Home  handled  the 
technology  upgrades  and  got  35%  of  the  $30  in  monthly  fees  the 
cable  systems  charged. 

The  company  launched  its  service  in  1996,  went  public  and 
raised  $100  million  in  1997,  and  hit  annual  revenue  of  $340  mil- 
lion on  1.2  million  subscribers  by  the  end  of  1999.  By  that  time 
its  market  value  had  soared  to  $16  billion.  The  cable  partners 
began  to  squabble  over  At  Home's  direction.  "They  wanted  it  all 
for  themselves,"  says  Frank  Thomas,  a  money  manager  in 
Heathrow,  Fla.  "They  figured  why  do  we  need  At  Home?  We  can 
build  this  service  for  ourselves."  They  began  trying  to  weasel  out 
of  their  exclusive  deal  to  use  At  Home  for  all  Internet  access. 

At  Home,  meanwhile,  squandered  $1  billion  raised  in  debt 
offerings  and  undertook  an  ill-fated  $6.7  billion  merger  with 
content  portal  Excite  (another  Kleiner  company).  Excite  relied 
on  ad  sales  to  Internet  companies  and  became  a  huge  cash  drain 
when  that  bubble  burst.  From  1998  to  year-end  2000  At  Home's 
losses  widened  from  $144  million  to  $7.4  billion.  When  AT&T 
stepped  in  to  buy  out  Comcast  and  Cox,  it  also  let  them  bail  out 
of  the  exclusivity  deals.  It  was  too  kind. 

Cox  and  Comcast  then  waffled  on  about  $100  million  owed 
to  At  Home,  yet  AT&T  didn't  demand  payment — the  bankruptcy 
judge  did.  At  Home  started  the  year  with  $600  million,  but  by 
April  new  Chief  Patti  S.  Hart  warned  of  a  "liquidity  problem." 
AT&T,  instead  of  chipping  in  more  equity  money,  endorsed  a 
$100  million  debt  financing  from  two  "vulture"  investors. 
Promethean  Capital  Group  and  Angelo,  Gordon  &  Co.,  with 
highly  dilutive  terms.  Shareholders  allege  AT&T,  with  6  of  1 1 
seats  on  the  At  Home  board,  quashed  a  chance  to  sell  Excite  and 
a  subsidiary,  forgoing  $200  million. 

Frank  Thomas,  a  member  of  Doby's  shareholder  group, 
asks:  How  could  AT&T  "break  the  back  of  a  company  that  fast, 
unless  they  wanted  it  for  free?"  F 
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Slim  Pickings 

Latin  America's  richest  man  shops 
for  seconds  in  U.S.  retail  stocks. 

BY  KERRY  A.  DOLAN 


Playing?  Carlos  Slim  Helu 


c 


ARLOS  SLIM  HELU  BUILT  A  $10.8  BILLION  FORTUNE  BUY- 
ing  underperforming  Mexican  industrial  assets  and  win- 
'ning  that  country's  telephone  monopoly  from  its  gov- 
ernment. In  our  annual  survey  of  the  world's  billionaires,  the 
61 -year-old  Mexico  City  native  ranked  25th  this  year. 

Now  it  looks  like  Slim  is  trying  to  repeat  the  Mexican  story 
in  the  U.S.,  this  time  putting  his  family's  personal  investment 
dollars  in  some  of  the  nation's  worst-performing  retailers. 

You  can  call  it  bottom-fishing,  except  he's  not  always  buying 
at  the  bottom.  He  has  been  acquiring  shares  of  Saks  department 
stores  since  at  least  February  2000,  when  the  stock  was  around 
$11.  His  latest  $3.6  million  in  purchases,  made  throughout  Oc- 
tober, was  at  an  average  price  of  $6.26,  bringing  his  stake  to  15.4%. 

That  makes  him  Saks'  second-largest  shareholder.  But 
there's  not  much  to  crow  about.  The  stock  has  gone  from  $11 
to  a  recent  $8.35  over  the  time  he's  owned  it.  Sales  at  the  Saks 


Fifth  Avenue  division  tumbled  1 5%  in  the  third 
quarter  and  the  net  loss  for  the  first  half  was  $24.9 
million.  In  August  Moody's  downgraded  Saks' 
$1 .55  billion  of  debt  to  below  investment  grade. 

OfficeMax  shares  have  fallen  by  half  since  Slim's 
holding  in  the  retailer  surpassed  5%  in  January 
2000.  Yet  he's  continued  buying,  at  least  at  cheaper 
prices,  and  currently  owns  14.9%,  now  worth  $50  million. 
OfficeMax  reported  a  $25.8  million  loss  in  the  third  quarter. 

Through  his  Grupo  Carso  and  Grupo  Sanborns  industrial 
and  retail  holdings.  Slim  last  year  paid  nearly  $1  billion  for  com- 
puter retailer  CompUSA,  now  worth  an  estimated  $600  million. 
Plus,  he  and  his  firms  lost  a  related  breach  of  contract  suit  in  Dal- 
las, Tex.  and  now  face  damages  of  $121  million.  He's  appealing. 

Slim  didn't  return  our  call,  but  he  did  tell  FORBES  back  in 
May  that  funds  he  has  put  into  these  losers  were  almost  play 
money,  in  effect  the  dividends  from  his  Mexican  holdings. 
"You  cannot  put  a  lot  of  emphasis  on  the  investments,"  he 
explained  at  the  time.  "They're  like  bonds." 

Maybe.  But  as  Deutsche  Bank  analyst  Jorge  Beristain  says, 
"Historically  he's  been  able  to  profit  from  owning  stakes 
across  a  sector."  If  that's  his  game  plan.  Slim,  a  history  buff 
himself,  has  to  hope  the  past  repeats  itself.  F 


Buy  TIlis  Stuff-Please! 

Marketers  are  desperate  for  dollars  from  tightfisted  consumers 

BY  MELANIE  WELLS  WITH  ELIZABETH  CORCORAN  '~ 


STUART  WALLOCK  BEGAN  FRET- 
ting  last  January  that  Sony's 
$1,500  robotic  pooch,  Aibo, 
would  be  a  tough  sell  this 
Christmas.  Japanese  designers 
came  up  with  a  breed  that's  more  cud- 
dly— or,  at  least,  has  a  ft-iendlier  face — and 
affordable.  WaUock  hopes  a  less  expensive 
$850  unit  will  broaden  the  dog's  appeal 
and  help  Sony  seU  more  than  the  50,000 
snapped  up  last  year.  It's  a  stomach-churn- 
ing bet,  particularly  with  the  Aibo's  $1.5 
million  marketing  budget. 

For  marketers  this  is  no  season  to  be 
jolly.  They  are  facing  what  could  be  the 
grimmest  holiday  season  in  a  decade,  with 
fourth-quarter  sales  expected  to  rise  an 
anemic  2.5%,  compared  with  a  4.5% 
bump  for  the  period  last  year.  Anticipat- 
ing the  worst,  companies  are  concocting 
ad  pitches  and  products  that  show  they 
know  consumers  are  strapped  for  cash — 
but  beg  them  to  splurge  anyway.  In  some 
cases  it  means  marketers  spending  more 


for  fewer  sales.  Camera 
maker  Olympus,  which  has 
not  advertised  on  T\^  in  six 
years,  is  sinking  $10  mil 
lion  into  ads. 

Luxury-product 
makers  have  the  toughest 
battle,  but  they're  still  in  there 
pitching.  A  "fiV  commercial  for 
Mercedes-Benz  trumpets  the  "value"  of  its 
models.  Diamond  Trading  Co.  (formerly 
De  Beers)  is  trying  to  get  men  to  buy  really 
big  rocLs  using  the  heart-twisting  manipu- 
lation it  usually  reser\'es  for  sappy  gals.  One 
ad  pitches  stones  for  a  mate  who  has  mor- 
phed  "from  the  girl  of  your  dreams  to  the 
love  of  your  life."  Compare  that  with  a 
swaggering  ad  targeting  guys  in  more  af- 
fluent 2000:  "Of  course  there's  a  return  on 
your  investment;  we  just  can't  print  it  here." 

Humor  isn't  totally  verboten.  One  of 
the  better  T\'  spots  is  one  for  Courtyard  by 
Marriott  that  features  Robin  Leach,  bon  vi- 
vant  host  of  the  T\'  show  Lifestyles  of  the 


Cuddly,  hunh?  Aibo. 


Rich  and  Famous,  who  urges  folks  to  "livi 
like  a  high  roller" — at  a  moderateh 
I  priced  hotel  chain.  Maybe  we'rt 
^^\Kv  going  out  on  a  limb  here,  but  wi 
bet  Leach  will  fill  more  room 
than  President  George  W.  Bush 
who  has  been  tapped  as  an  at 
pitchman  by  a  consortium  c 
companies  in  the  travel  industn 
A  clear  sign  of  desperation 
borrowing  a  gimmick  fron 
fast-food  chains — a  gift  witl 
purchase.  Some  giveaways  ar; 
definitely  better  than  others 
Hard  to  believe  anyone  wouk 
rush  to  electronics  retailer  Best  Buy  jus 
to  collect  doll-size  versions  of  'N  Syn^ 
band  members  (even  if  they  do  have  bob 
bing  heads).  But  the  chance  to  win  ai 
African  safari  or  a  trip  to  a  Formula  Ont 
racing  school  might  persuade  some  folk 
to  reach  for  their  MasterCard.  Says  Debr. 
Coughlin,  global  branding  chief  at  Mas 
terCard:  "We  want  people  to  spent 
wisely — but  spend." 

Madison  Avenue  is  almost  as  terrifiet 
as  its  retailer  clients.  "It's  scary,"  says  Clil 
Freeman,  who  heads  ad  agency  Cliff  Free 
man  &  Partners  in  New  York  "The  attitude 
is:  'Let's  just  get  people  in  the  door.' "  F 
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Estate  and  J'hiahcial  Planning  •  Mutual  Funds,'  Arivuities  '  Life  Insteo'nce  •  -< 


lOt  Lincoln  National  Corp..Financial  planning  services  offered  through  Lincoln  Financial  Advisors  Corp.,  a  registered  investment  advisor,  or  Sagem; 
igh  Lincoln  Financial  Advisors,  a  broker-dealer  (Memljer  SIPC).  Insurance  offered  through  Lincoln  affiliates  and  other  fine  companies.  Lincoln  Fin 
•  ■  CRN0102-1372 


ession  planrui^"  to  help  you  pi'S^rve 
\lutions  in  a  complex  world" 


l(k)  Plans  '  Investment  Management 


[lonsulting,  a  division  of  Lincoln  Financial  Advisors  Corp.  Securities  offered 
al  Group  is  the  marketing  name  for  Lincoln  National  Corp.  and  its  affiliates./ 


Cadillacs  for  Kids 

GM  is  spending  $4  billion  on  another  plan 
to  make  the  Caddy  palatable  for  car  buyers 
under  60.  This  is  no  Cimarron  redux,  they 
promise.  Here's  how  we  grade  the  effort. 

BY  JONATHAN  FAHEY 

THE  CARS  


The  CIS,  a  $30,000  sedan 
that  looks  more  Manhattan 
island  than  Marco  Island, 
hits  dealerships  next  month. 
It's  the  first  of  five  all-new 
Caddies  to  be  rolled  out  over 
18  months  and  a  return,  finally,  to  rear-wheel-drive  performance 
and  an  attitude  that  doesn't  need  nitroglycerin. 
Grade:  B+  A  huge  leap  forward,  but  Mercedes  and  Lexus 
needn't  sweat  too  much. 


THE  PLUSH  TRUCKS 

Escalade's  2002  redesign 
added  ostentatious  power 
(345  horses)  and  nabbed 
street  cachet  when  Shaquille 
O'Neal,  Calista  Flockhart  and 
rapper  Tyrese  started  rolling 

them.  Coming  soon:  a  luxury  pickup. 

Grade:  A  Nothing  boosts  a  brand  like  urban  chic. 


HF  NEW  LOGO 


Supposedly  inspired  by  Piet  Mondrian,  it's 
still  a  family  shield  and  a  wreath.  "I  can't 
imagine  two  more  old-fashioned  elements  for 
a  logo,"  says  brand  consultant  Clive  Chajet. 
Grade:  C  Much  ado  about  nothing. 

THE  DEALERSHIPS  

nternet  portals  in  waiting 
lounges  and  lots  of  black  and 
silver  to  make  the  white-belts 
feel  hip  and  the  younger  set 
feel  wanted. 

Grade:  C+  Something  had  to 
be  done. 

THE  AOS  

Breathless  ad  proclaims: 
"For  every  American  who's 
1.    ever  had  a  dream,  they've 
dreamed  of  driving  a 
Cadillac." 

Grade:  B  Just  who  are 
e  Americans?  Market  share 
fell  by  half  (.  orn  1981  to  2001. 


Dog-and-Pony  Show 

It  won't  be  good  enough  for  Jeff  Kwatinetz 
to  be  the  next  Mike  Gvitz.  He  wants  to  be 
the  next  AOL  Time  Warner. 

BY  DOROTHY  POMERANTZ 

I  N  ALL  THE  BUZZ  ABOUT  MICHAEL  OVITZ'S  MOST  RECENT 
dovsrnfall  and  the  collapse  of  his  once-grandiose  scheme  tc 
!  reinvent  Hollywood  (again),  there  has  been  scant  mention  o 
I  leffrey  Kwatinetz. 
That  would  probably  suit  Kwatinetz  just  fine.  Unlike  mosi 
Hollywood  megalomaniacs,  Kwatinetz,  36,  prefers  to  remair 
under  the  radar.  You  won't  find  him  sitting  courtside  like  Ovitz 
at  Los  Angeles  Lakers  games  or  mugging  for  the  paparazzi. 

But  if  Kwatinetz  succeeds  in  his  behind-the-scenes  effort  tc 
take  over  what's  left  of  Ovitz's  remaining  collection  of  enter 
tainment  management  companies,  it's  a  safe  bet  that  Kwatinetz 
will  attract  the  media  attention  that  he  so  loathes. 

Though  Kwatinetz  is  far  from  completing  a  deal  with  Ovitz 
the  fact  that  Ovitz  is  even  negotiating  with  Kwatinetz  is  a  mea- 
sure of  the  power  that  Kwatinetz  has  quickly  accumulated.  Aftei 
cofounding  his  talent  management  agency  in  1997  out  of  hi; 
Malibu  bedroom,  the  company,  ominously  named  The  Firm 
now  represents  stars  like  the  Backstreet  Boys,  Korn,  Limp  Bizkit 
the  Dixie  Chicks  and  Pamela  Anderson.  By  The  Firm's  own  esti- 
mates, its  stable  of  actors  and  musicians  last  year  collectively 
generated  more  than  $1.5  billion  in  business.  These  Beverly 
HiUs,  Calif  talent  scouts  grandly  value  themselves  at  $250  mil- 
lion, six  times  this  year's  projected  revenue. 

Kwatinetz,  a  graduate  of  Harvard  Law  School,  didn't  get 
where  he  is  by  hiding  his  ambitions.  "Jeff  always  says  we  either 
become  a  Time  Warner  or  we  completely  fail,"  says  David 
Baram,  The  Firm's  president. 

For  now  at  least,  Kwatinetz's  empire  outside  of  entertain- 
ment consists  mostly  of  an  odd  collection  of  cats  and  dogs 
Backed  by  financial  partners  who  include  Gateway's  Theodore 
Waitt,  he  recently  ponied  up  an  undisclosed  amount  for  the 
near-defunct  Pony  sneaker  brand,  with  the  intention  of  having 
his  hip  clients  appear  in  the  shoes. 
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YOUR  CUSTOMERS  BUY  AT  WEB  SPEED. 


UPS  NOW  HELPS  YOU  HANDLE  E-RETURNS  JUST  AS  FAST. 


nouncing  point-and-click  returns.  UPS  now  offers  the  quickest,  simplest  way  to  handle 
ir  e-returns.  A  new,  customizable  solution  that  allows  your  customers  to  print  return  labels 
2ctly  from  their  PC — shrinking  the  process  from  five  days  to  five  minutes.  In  addition,  you'll 
able  to  route  your  returns  to  the  right  vend.or  and  rapidly  restock  your  inventory,  with 
I  visibility  tracking  throughout.  It  all  adds  up  to  fewer  customer  inquiries,  lower  operating 
Its,  and  much  happier  returns.  How  cool  is  that?  To  find  out  more,  visit  us  al  ec.ups.com 


ups 


MOVING  at  the  SPEED  of  BUSINESS* 


QUTFRONT 


"Jeff  always  says  we  either  BECOME 
TIME  WARNER  or  we  completely 

Following  that  deal,  he  took  a  50%  stake  in  the  marketing 
rights  to  Build- A-Bear  Workshop,  a  mall-based  chain  with  sales 
of  $158  million  that  lets  kids  make  their  own  stuffed  animals — 
and  then  shakes  the  stuffing  out  of  their  parents'  wallets  with  an 
endless  supply  of  accessories.  Plans  are  for  The  Firm  to  develop 
a  cartoon  series  and  plaster  the  bears  on  calendars  and  greeting 
cards.  Kwatinetz  also  has  a  deal  to  merchandise  Arthur,  the  car- 
toon aardvark. 

But  when  it  comes  to  negotiating  tactics,  Kwatinetz  is  any- 
thing but  a  teddy  bear.  To  get  out  of  his  employment  contract 


A  New  King 
of  Boxing 

Sugar  Ray  Leonard  won 
Olympic  gold  and 
six  boxing  titles.  But  can 
he  win  new  respect  for 
the  tarnished  sport? 

BY  BRETT  PULLEY 

WHEN  IT  COMES  TO  CORPORATE 
identity,  few  entities  rank  as 
low  in  the  public's  mind  as 
boxing.  Thanks  to  a  run  of  dubious 
officiating,  ridiculous  mismatches  and 
an  overaU  shortage  of  charismatic  fight- 
ers, the  sport  is  up  against  the  ropes. 
Revenues  from  pay-per-view  television, 
boxing's  main  profit  generator,  have 
fallen  by  half  in  the  past  two  years. 
Most  people  can't  even  name  the  cur- 
rent heavyweight  champion  of  the 
world.  (It's  Lennox  Lewis.) 

Sugar  Ray  Leonard  plans  to  change 
that.  Five  years  after  he  retired  with  six 
world  titles  under  his  belt,  Leonard  has 
stepped  back  into  the  rmg,  promising  to 
clean  up  the  sport's  image  and  help  it 
recapture  the  place  it  held  in  the  public's 
imagination  when  Muhammad  Ali 
became  champion  37  years  ago. 

To  do  that,  Leonard,  45,  will  have  to 
find  more  fighters  like  himself:  a  ruth- 
less champion  who  can  stay  squeakv- 
clean  out  of  the  ring.  Through  his  newly 


with  the  former  Gallin/Morey  management  agency  ii 
1997,  he  filed  a  lawsuit  accusing  partner  Sandy  Gallin  ol 
among  other  things,  asking  employees  to  "find  youn 
men  with  whom  Gallin  could  satisfy  his  sexual  desires., 
Gallin  denied  the  charges  and  the  suit  was  quiedy  settled.  | 
Once  out  on  their  own,  Kwatinetz  and  cofounder  Michae 
Green,  another  former  Gallin  manager  who  represented  trash 
talking  comedian  Martin  Lawrence,  quickly  established  a  repu 
tation  for  playing  hardball  with  record  labels. 

Kwatinetz  met  his  match  last  year  in  Robert  Sillerman,  th 
hard-charging  founder  of  Clear  Channel  Communications'  SF; 
division,  who  offered  to  take  over  The  Firm  in  a  friendly  deal  tha 
valued  the  company  at  $200  million.  But  the  deal  collapsed  ami< 
finger-pointing  and  a  lawsuit  that  was  eventually  settled. 


where  his  first  four  bouts  were  among 
the  channel's  top-rated  programs  for 
the  year.  One  reason  for  the  good  rat- 
ings: Leonard  insures  all  his  matches  pit 
one  tough  opponent  against  another. 
Says  Leonard,  "I  want  to  redefine  the 
sport  and  give  it  a  breath  of  fresh  air." 

But  if  Leonard  thought  that  his  bouts 
against  Roberto  (Hands  of  Stone) 
Duran,  and  Tommy  (The  Hit  Man) 
Hearns  were  tough,  he  now  must  com- 
pete with  wily  and  intimidating  pro- 
moters like  Don  King  and  Bob  Arum, 
who've  ruled  boxing  for  years. 
"Boxing  is  the  toughest  of 
all  sports  businesses,"  says 
Butch  Lewis,  who  pro- 
moted the  former  heavy- 
weight champion  Michael 
Spinks.  "There  are  no  rules. 
You've  got  to  fight  and  maneu- 
ver 24  hours  a  day." 

That's  because  boxing  has 
no  supreme  governing  body.  Big 
boxing  states  such  as  Nevada 
and  New  Jersey  have  their  own 
boxing  commissions,  and  fight- 
ers compete  for  an  array  of  ti- 
tles, all  staged  by  three  major 
sanctioning  bodies.  With  the 
game  so  splintered,  few  fighters  become 
household  names  these  days. 

"The  only  thing  that  will  keep  him 
from  re-energizing  the  sport,"  says  Ross 
Greenburg,  president  of  AOL  Time 
Warner's  HBO  sports,  a  major  boxing 
programmer,  "is  that  he  doesn't  find 
more  people  like  himself."  F 


formed  outfit.  Sugar  Ray  Leonard 
Boxing,  Leonard  hopes  to  land  a 
stable  of  top-ranked  fighters  by 
compensating  them  well  and 
providing  safety  nets,  such  as 
retirement  pensions. 

He  also  plans  to  teach  his 
boxers  how  to  transcend  the 
sport    and    land  lucrative 
endorsement  deals.  "We'd  like  to 
develop  some  crossover  boxing 
superstars,"  says  Bjorn  Rebney,  a 
sports  marketing  veteran  and 
Leonard's  partner.  "We'll  apply  Boxing  fans 
proven  marketing  principles  to  were  floored  by 
our  guys  and  introduce  corpo- 
rate America  to  them." 

It  will  take  a  lot  of  capital. 
The  average  investment  in  a 
fighter  runs  $1  million  before  he  gets  a 
shot  at  a  world  title.  Leonard  says  he's 
courting  a  few  strategic  investors  but 
won't  say  whom.  (Lately,  he's  been 
hanging  out  with  Rocky  himself,  actor 
Sylvester  Stallone.) 

In  A-ugust  Leonard  struck  a  deal 
with  Disney's  ESPN2  cable  channel. 


Muhammad  Ali's 
devastating  jabs. 
Not  to  mention 
his  punches. 
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Seconds  later,  you're  sold. 


One  look  and  the  decision  is  easy. 
Starting  at  just  $2199,  the  LifeBook-  S 
Series  dazzles  with  a  vivid  13"  display,  a 
built-in  bay  for  a  DVD/CD-RW  drive  or 
a  second  battery,*  and  a  stylish  thin  and 
light  (under  4lbs**)  design.  Visit  our  web- 
site to  see  this  stand-out  for  yourself. 


FuflTSU 


THE    POSSIBILITIES    ARE  INFINITE 

www.fujitsupc.com/s-series 
1-877-372-3473 


The  LifeBook®  S  Series  is  powered  by  a  low-voltage  mobile  Intel®  Pentium®  III 
Processor-M  800MHz  which  features  Intel  SpeedStep"" technology. 

Fujitsu  PCs  use  genuine  Microsoft®  Windows'^ 
http://www.microsoft.com/piracy/howtoteil 


'Optional  '  "With  weight  saver  configuration  (no  drive  in  the  uJy} 

itsu.  the  Fujitsu  logo  and  LifeBook  are  registered  trademarks  of  Fujitsu  Limited,  Intel  and  Pentium  are  registered  trademarks  and  SpeedStep  is  a  trademark  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States 

and  other  countries.  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation.  ©2001  Fujitsu  PC  Corporation.  All  rights  reserved. 
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Repeat 
Success 


What  to  do 
when  your 
cell  phone 
reception 
is  too  good? 
Sue,  of  course 


Two  YEARS  AGO  WILLIAM  C. 
I  epper  walked  into  an 
AT&T  store  and  bought 
himself  a  new  cell  phone.  The 
reception  in  the  store  was  ter- 
rific. But  when  the  Westchester 
County,  N.Y.  veterinarian 
brought  the  phone  home,  he 
found  it  didn't  work  nearly  as 
well.  That's  because  a  handful  of 
AT&T  stores  are  equipped  with 
"repeaters,"  electronic  devices 
that  enhance  digital  signals  and 
make  conversations  sound 
clearer. 

Tepper  related  his  experience 
to  Robert  Harwood,  a  New  York 
City  lawyer  whose  Airedale  ter- 
rier, Molly,  had  been  going  to 
Tepper  for  years.  Guess  what? 

Harwood  filed  suit.  In  the 
settlemenv  of  the  class  action, 
AT&T  agreed  to  stop  using  re- 
peaters, or  at  least  hang  signs  in 
repeater-equipped  stores  alerting 
shoppers  to  their  presence.  If  the 
settlement  is  approved  by  a 
judge  in  lanuary,  Tepper  and 
30,000  class  members  will  each 
get  a  coupon  for  1 5%  off  cell 
phone  accessories  like  battery 
chargers  and  faceplates. 

Whoopee. 

At  least  Harwood's  Airedale 
should  be  eating  premium 
pooch  food  for  some  time  to 
come.  Harwood  stands  to  collect 
a  fee  of  up  to  $275,000. 

— Michael  Freedtnan 


Less  Is  More 

Venture  capital  looks  awfully  different  from  a  year  ago: 
It  looks  a  whole  lot  better. 

BY  CARLEEN  HAWN 


LET'S  HANG  SOME  CREPE:  THE  VEN- 
ture  capital  business  is  dying. 
Money  raised  is  off  78%  from  a 
year  ago;  money  invested  in  pup 
companies  is  off  73%.  With  no 
market  for  public  offerings  and  few 
prospects  for  buyouts,  venture  capitalists 
are  wary  and  idle.  Some  $45  billion  raised 
since  1997  still  sits  uninvested. 
Investors  want  their  money 
back,  so  more  firms  will  drop 
out  of  the  picture. 

But  appearances  can 
deceive.  VC  shops  have  raised 
$36  billion  so  far  this  year, 
making  it  already  the  third- 
best  year  in  VC  history,  behind 
2000  and  1999,  respectively  In 
the  third  quarter  873  startups 
were  funded,  with  $7.7  billion 
in  venture  capital,  more  than 
was  invested  in  the  same 
period  in  1999,  Venture  Eco- 
nomics reports. 

"Now  is  the  absolute  best 
time  to  be  making  new 
investments  in  venture  capi- 
tal," says  Dixon  Doll  of  Doll 
Capital  Management  in  Palo 
Alto,  Calif.  "The  Nasdaq  is 
low,  valuations  for  compa- 
nies are  very  attractive. 
They're  as  good  as  I've  ever 
seen  them."  He  has  raised 
$470  million  since  September 
2000  and  has  bet  $55  million 
on  1 1  firms  so  far. 

New  Enterprise  Associates 
has  pumped  more  than  $200 
million  of  its  $2.3  billion  fund  into  18  com- 
panies this  year.  In  two  deals,  DataCore 
Software  and  a  wireless  play  called  Megisto 
Systems,  NEA  had  to  turn  away  other  firms 


Back  into  the  breach: 
Venture  backer  Dixon  Doll 


Bronze  Is  Still 
A  Medal 

Despite  the  downturn, 
venture  capital  has 
already  recorded  its 
third-best  year  ever. 


raised  by 
venture  capitalists 


invested  in  3,130 
startups. 


first-time  venture  funds 
launched. 

Sources:  Venture  Economics: 
National  Venture  Capital 
Association. 


keen  on  getting  in.  In  the  dot-com  era/ 
newcomers  like  investment  banks  and  ncv 
money  angels  drove  up  the  prices  of  equil 
stakes;  now  the  rookies  have  retreated.  "V> 
like  to  say  that  the  tourists  have  all  gor 
home,"  says  Peter  Barris,  NEA's  managin 
general  partner. 

Today's  typical  first  round  totals  onl 
$10  million  or  so;  a  year  ago 
could  have  gone  as  high  as  $4 
million.  A  mere  $5  million  ir 
vestment  can  now  buy  a  heft 
stake  of  20%  or  30%.  "Plu; 
the  money  now  goes  twice  t 
far,"  says  Robert  Roeper  c 
Venture  Investment  Manage 
ment  in  Boston.  "Talent 
cheap,  real  estate  is  cheaj 
equipment  is  cheap — everv 
thing  is  cheap." 

Though  some  1,300  V 
firms  operate  in  the  U.S.,  full 
half  of  the  $45  billion  in  idl 
cash  is  held  by  only  35  hug 
funds,  says  Jesse  Reyes  of  Ven 
ture  Economics.  The  bi 
guys — such  heavyweights  a 
Bain  Capital  and  Warbur 
Pincus,  managing  billion-dol 
lar  war  chests — often  mak 
large  investments  in  lat 
stages  but  now  are  holdin 
back;  that  makes  the  ventur 
business  look  as  if  it's  at 
standstill  when  it  isn't.  Th 
smaller  players  are  bank 
rolling  this  new  surge 
investment. 

"Our  job  is  to  buy  lov 
and  sell  high,"  Doll  says.  "In  the  last  fiv 
years  we  could  sell  high,  but  we  couldn' 
buy  low."  Times  are  better  now — at  leas 
for  the  VCs. 


"Now  is  the  absolute  best  time  to  be  MAKING 
NEW  INVESTMENTS  in  venture  capital." 
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SMART  GIVING 

makes  a  difference 

For  the  charities  you  support. 
For  the  taxes  you  save. 


Open  a  Giving  Account™  with  the 

Fidelity  Charitable  Gift  Fund.' 


One  of  America's  leading  public  charities 
offers  you  a  new  way  to  give  to  your  favorite 
causes.  Establish  a  Giving  Account  with  an 
irrevocable  contribution  of  $10,000  or  more 
in  cash  or  stock.  Receive  an  immediate  tax 
deduction,  plus  the  freedom  to  decide  when 
you  want  to  recommend  grants  —  now  or  in 
the  future.  And  because  the  assets  in  a  Giving 
Account  have  the  opportunity  to  grow,  there 
is  potential  to  give  more  to  charity  —  and 
make  a  greater  charitable  impact. 

Smart  giving 

makes  a  difference.^" 


Call  800-682-4438 

Visit  www.charitablegift.org 


•  Immediate  tax  deduction 

•  Recommend  grants  on 
your  own  timetable  to  the 
public  charities  you  care 
about  anywhere  in  the 
country 

•  Grant  to  many  charities 
from  a  single  block 

of  stock 

•  Contributions  have  potential 
to  grow,  ultimately  bringing 
more  to  charity 

•  Consolidated  record- 
keeping and  tax  reporting 

•  No  capital  gains  taxes 
on  gifts  of  long-term 
appreciated  stock 


C  H  A  R  I  T  A  B  L  E^''/^  FUND* 


Fidelity 


Investments' 


*  Availability  of  certain  federal  iruoine  lax  deduclions  may  depend  -  mi  a  I  hi  I  k  i  ,  i  u  i  iiemi-e  deductions.  Rules  and  regulations  vary  ai  the  .slate  level.  Please  check 
with  your  tax  advisor.  Tax  deductions  discussed  herein  reler  spccilkalK  in  lu  In.il  laxcs. 

The  Fidelity  Charitable  Gift  Fund is  a  public  charity  and  donor-advised  fumi  \ . 1 1  :oi  i  I  idelity  companies  provide  invcstmeni  iiianai;eniem  and  atlniinistrative 
services  to  the  Fund.  '  Charitable  Gift  Fund,"  "SMART  GIVING  makes  a  dilK  u  lu  i  ,    ( .iving  Account,"  anci  the  Chantable  Gilt  Fund  logo  are  service  marks  of 
the  Trustees  of  the  Fidelity  Chantable  Gift  Fund.  Fidelity  and  Fidelity  Invesinieiu.s  a;e  registered  service  marks  of  FMR  Coip.  used  under  license. 
The  Fidelity  Chantable  Gift  Fund  has  granted  more  than  $2  billion  to  chanties  across  the  U.S.  125002.001 


When  Ads  Recede 


20% 


15 


10 


Madison  Avenue  is  poised 
to  set  a  historic  low. 


ii 


BOMBS  FALLING  IN  AFGHANISTAN  MAY  BOOST  TELEVISION  RATINGS, 
but  don't  be  fooled:  Broadcasters  and  Madison  Avenue  folks  are 
getting  soaked.  Thanks  to  a  confluence  of  ill  timing  and  circum- 
stance— no  Olympic  Games,  evaporating  technology  advertising  and  a 
recession  punctuated  by  terrorist  attacks — the  ad  industry  is  wrapping 
up  its  worst  year  since, 1938,  with  ad  expenditures  shrinking  by  4.5%. 
Rough  waters  lie  ahead.  Analysts  at  Merrill  Lynch  expect  another  decline 
in  2002,  which  would  n^ark  the  first  time  since  the  Great  Depression 
that  ad  spending  droppad  in  consecutive  years.  — Matthew  Swibel 
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1938  FDR's  New  Deal 

policies  fail  to  pull  the  economy 
out  of  the  Depression. 


1942  Pearl 
Harbor  attack 
takes  economy  by 
surprise,  brings 
U.S.  into  WWII. 


1961  Cold  War  tensions 
lead  to  Cuban  missile  crisis 
and  economic  recession. 


1991  Credit  crunch, 
bankruptcies  in  retail  sector 
and  Persian  Gulf  war  send 
ad  spending  down. 


2001-2002 

Tumbling  stock  markets 
and  terrorist  attacks 
prompt  deep  cuts  in 
marketing  budgets. 


Re-engineer  This! 


Executive  education,  hurt 
by  the  downturn,  has  a  new 
curriculum— and  new  prices. 

BY  ROBYN  MEREDITH 


SUDDENLY  THE  NATION'S  BUSINESS 
schools  are  forced  to  practice 
what  they  preach  in  high-profit 
executive  education  courses.  Ail- 
ing companies,  including  giants 
like  Ford,  are  sending  far  fewer  managers  to 
$l,000-a-day  classes.  So  business  schools, 
faced  v^^ith  attendance  declines  of  up  to 
30%,  are  frantically  lowering  prices  and 
rejiggering  course  offerings.  Brand-build- 
ing courses  are  out,  cost-cutting  is  in. 

The  University  of  Michigan  (where 
executive  attendance  is  down  20%)  rushed 
to  add  a  new  three-day  class,  "Leading  In 
Difficult  Times."  Normal  price:  $2,400. 
Price  for  the  first  session:  a  bargain-base- 
ment $600.  The  University  of  Virginia's 
Darden  School  (attendance  down  15%)  is 
going  one  better:  Starting  this  month  it  is 


offering  a  Web-only  course,  "Leadership  ir 
Turbulent  Times."  It's  ft^ee. 

"Redeployment  of  resources  is  in,"  say: 
Thomas  Moore,  dean  of  Babson  College' 
executive  ed  program.  In  other  words 
management  euphemisms  never  die.  Ter 
companies  have  asked  Babson  (whert 
attendance  has  dropped  12%  in  si? 
months)  to  send  faculty  to  lead  workshop: 
on  how  to  manage  in  uncertain  times. 

The  good  news  for  business  schools  i 
that  full-time  student  rosters  will  probabl) 
jump.  In  a  downturn  some  of  those  laid  of 
or  trying  to  bolster  their  credentials  are 
quick  to  apply  for  M.B.A.  programs.  Since 
lanuary  there's  been  a  15%  jump  in  taker: 
of  the  Graduate  Management  Admission: 
Test.  Business  professors  are  unlikely  to  fine 
their  ranks  downsized  soon. 


F 
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THE   STRAIGHT  GOODS  ON   RESTRICTED  PROMOTIONS 


> 


Oracle  has  issued  a  bold  offer. 
They'll  give  a  million  dollars  to 
any  DB2,  WebLogic  or  SQL  Server 
user  who  switches  to  Oracle 
technology  and  fails  to  triple 
the  performance  of  their  website. 
Pretty  impressive  talk. 

Some  say  Oracle  is  putting  their 
money  where  their  mouth  is.  But 
for  Sybase  users,  it's 
pure  silence. 

For  that,  we 
apologize.  But 
we  wonder.  Why 
are  Sybase  users 
exempt  from  this 
extraordinary  piece 
of  generosity? 

To  begin  with,  our 
tests  show  that 
Sybase  Enterprise 
Application  Server 
(EAServer)  is  right 
there  with  Oracle, 
performing  as  fast 
and  sometimes 
faster  than  some 
of  our  competition. 

EAServer  4.0  has 
what  it  takes  to 
manage  millions  of 
transactions  a  day 
and  the  scalability 
to  reliably  support 
thousands  upon 
thousands  of 
concurrent  users. 

Big  deal,  you  say.  That's  the 
cost  of  entry  for  an  app  server. 
We  think  not. 

The  real  cost  of  entry  is  what 
happens  when  your  app  server 
enters  your  environment. 

Does  it  leverage  your  existing 
investments?  Does  it  nuke  them? 


Or  does  it  just  strangle  your  IT 
department  for  a  couple  of  months 
in  a  painful  integration  process? 

In  reality,  that's  where  all  the 
substantial  costs  are  hidden. 

And  it's  here  where  EAServer 
really  leaves  the  competition 
whimpering. 


EAServer  is  the  most  open 
application  server  available  on 
the  planet.  It's  J2EE  certified.  It 
supports  C,  C++,  CORBA,  COM 
and  PowerBuilder,  as 
well  as  virtually  every 
switch,  server  and 
legacy  system 
known  to  IT. 
It  also  allows 
for  complete 
integration  with 


any  back-end  database  using 
JDBC  or  ODBC  databases. 

Run  those  specs  up  against  the 
competitors. 

Naturally,  it  also  has  enterprise- 
class  security.  The  kind  you  can 
bet  a  couple  of  million  credit 
card  numbers  on. 

And  last  but  not 
least,  EAServer 
gives  you  a  wicked, 
wicked  fast 
development 
environment  that 
will  amaze  your 
friends  and  delight 
your  superiors  as 
you  get  your  stuff 
to  market  really, 
really  fast. 

So  there  you  have 
it.  Perhaps  now 
you  have  a  better 
understanding  why 
Sybase  users  were 
excluded  from  the 
Oracle  lottery. 

We're  sorry  our 
technology  makes 
you  ineligible  for 
Oracle's  millions. 
But  on  the  bright 
side,  EAServer  can 
help  your  business 
earn  some  millions 
of  its  own.  No  restrictions. 

For  more  information  on  how 
you  can  get  a  great  application 
server,  if  not  a  million  bucks,  visit 
www.sybase.com/customers  or 
call  1-800-8-SYBASE. 


I  Sybase 


Information  Anywhere' 


SYBASE   e-BUSINESS  SOFTWARE 
ECAUSE   EVERYTHING    WORKS   BETTER  WHEN    V    V  EVERYTHING  WORKS  TOGETHER^ 

''2001  Sybase,  Inc.  All  rights  reserved.  All  trademarks  are  the  property  of  their  respective  owners. 
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A  blast  from  the  past; 
Ivan  F.  Boesky. 


Almost  Makes  Boesky  a  Saint 

The  U.S.  Tax  Court  says  Chicago-based  FMC  Corp.  can't  take  a 
$218  million  tax  deduction  for  theft  losses  blamed  on  the  big 
mid-1980s  insider  trading  scandal  involving  infamous  arbi- 
trager Ivan  P.  Boesky.  The  court  held  that  FMC's  complaint — 
Boesky's  dealings  caused  it  to  pay  that  much  more  to  buy  back 
its  own  stock — was  erased  when  it  lost  a  nontax  case  making  the 
same  claim  against  an  investment  firm  whose  employee  had 
leaked  then-Forbes  400  member  Boesky  the  information.  FMC, 
the  court  said,  was  asserting  the  "remarkable  proposition"  that 
its  own  shareholders  had  received  too  much.  — Janet  Novack 

Watch  What  We  Do,  Not  What  We  Say 

Goldman  Sachs  Group  is  preparing  to  sell  shares  of  a  real  estate 
investment  trust  it  created  consisting  of  commercial  property  in 
Japan.  A  big  pitch:  Rental  yields  are  juicy  compared  with  other 
investments  available  to  domestic  investors.  Yet  sources  say 


Goldman  itself  is  holding  back  on  signing 
lease  for  new  digs  in  Tokyo,  expecting  rents  t 
drop  in  coming  months,  which  could  happer 
An  ongoing  building  boom  is  expected  to  add 
glut-inducing  25%  to  downtown  Tokyo  prim 
office  space  by  2004.  No  comment  from  th 
venerable  Goldman.  — Justin  Doebei 

Regulators  Get  Hang  of  Law 

After  criticism  on  this  page  and  elsewheri; 
.\'ASD  Regulation,  the  brokerage-owned  regula 
tory  agency,  is  finally  moving  to  make  it  harde 
for  errant  stockbrokers  to  hide  their  sins  fror 
investors.  Under  proposed  rules,  brokers  whc 
settle  (i.e.,  pay  money  to  end)  a  client's  arbitr.i 
4Hfe^  tion  claim  before  a  hearing  would  generally  n< 

^^H^  longer  be  able  to  keep  the  matter  out  of  ai 

NASDR  database  accessible  to  the  public.  Alsc 
^^^^^^^^^       NASDR  would  drop  its  legally  absurd  positioi 
that  it  had  to  honor  expungement  orders  won  by  brokers  in  stat 
courts  even  if  it  wasn't  a  party.  — W.P.h 


A  Buying  Opportunity,  Y'all? 

Energy-company  mergers — Enron-Dynegy  and  Chevron-Tex 
aco — likely  will  help  swell  the  office  vacancy  rate  under  Hous 
ton's  glittering  skyline  from  a  tight  2%  to  a  not-so-tight  15% 
Also  heading  south:  prime  space  rent,  already  cheap  by  major 
city  standards  at  $27  per  square  foot  per  year.  Big  landlorc 
losers:  Canadian  real  estate  investment  trust  TrizecHahn  anc 
Fort  Worth's  Crescent  Real  Estate  Equities.  — Lynn  Coo) 


Soap  Opera 


In  Japan,  Sanyo,  the  big  appliance  maker,  has  just  rolled  out 
washing  machine  the  company  claims  needs  no  detergent  at  all 
Soapmakers  are  foaming  at  the  mouth  as  they  try  to  disprove  tht 
new  contraption's  effectiveness.  Amid  the  claims  and  counter 
claims,  machine  sales  appear  brisk.  — Benjamin  Fulfon 


With  the  sudden  collapse  of  its  stock,  Enron  becomes  the  latest  public  company  to  join  the  growing  list  of  big  firms  whose  share 


price  underperformed  the  market  after  buying 

the  naming  rights  to  a  professional  sports  arena. 

—Daniel  Fisher 

YEAR 

PERFORMANCE 

YEAR 

PERFORMANCE 

VENUE/CITY 

NAMED 

VS.  S&P  500' 

VENUE/CITY 

NAMED 

VS.  S&P  500' 

3Com  Park/San  Francisco 

1995 

-186% 

Cinergy  Field/Cincinnati 

1996 

-63% 

Pro  Player  FieldVMiami 

1996 

-171 

Coors  Field/Denver 

1991 

-52 

PSINet  stadium/Baltimore 

1999 

-111 

Enron  Field/Houston 

1999 

-52 

Compaq  Center/Houston 

1998 

-95 

Network  Associates  Coliseum/Oakland 

1998 

-48 

CMGI  Ficld/Foxborough,  Mass. 

2000 

-69 

Adelphia  Coliseum/Nashville 

1999 

-47 

Bank  One  Ballpark/Phoenix 

1996 

-65 

Safeco  Field/Seattle 

1998 

-35 

I  'Percent  change  in  split-adjusted  stock  price  less  corresponding  S&P  500  percent  change  from  naming  date  through  Nov.  14.  -Division  of  Fruit  of  the  Loom. 
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"Just  order  the 
standard  computers." 

Translation:  By  standard  I  mean  configured  just  like  mine 


At  CDW,  we  understand 

what  it  can  be  like 
for  your  IT  department. 


That's  why  we  offer  all  the  brand  n  ; 
technology  solutions  you  might  need. 
Like  software,  PCs,  storage,  networking, 
telephony  and  more.  Plus,  ai!  the  services  to 
support  them.  You  name  it  and  we've  got  it. 


One-Stop  Solution:  From  systems 
software  to  networking,  no  matter 
what  you  need,  CDW  is  your  one- 
stop  solution.  In  a  flash,  we'll  get 
you  what  you  need,  and  get  it 
shipped  out  -  usually  the  sap" 


Personal  Expertise:  CDW  assigns 
account  manager  and  a  team  of  product 
experts  to  your  business.  So  we  better 
understand  your  IT  needs  and  know 
how  to  make  your  day  a  little  easier. 


Reliable  Resource:  CDW  is  your  Dirert 
Solutions  Provider;"  delivering  com- 
puting solutions  at  competitive  prices. 
Plus,  the  technical  expertise  to  support 
every  purchase  and  the  backing  and 
reliability  of  a  Fortune  500'  company. 


rw.cdw.com 


)  800.778.4239 


Computing  Solutions 
Built  for  Business' 
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Caps  Off 

LONG-SUFFERING  CELLULAR  PHONE  USERS  HAVE  REASON  FOR 
hope,  and  the  cell  phone  industry  may  finally  stop  bleeding  red 
ink.  In  late  October  the  Bush  Administration  said  it  favored  killing 
the  so-called  spectrum  cap,  which  limits  the  airwaves  a  cell  phone 
company  can  own  and  effectively  guarantees  fragmented,  unprof- 
itable markets.  A  few  weeks  later  the  FCC  agreed,  freeing  national 
carriers  to  acquire  some  regional  players  by  raising  the  amount  of 
spectrum  a  company  can  own  22%,  to  55MHz  of  the  190  currently 
available.  Megamergers,  like  Sprint- Verizon  or  AT&T  Wireless-Cingu- 
lar,  will  follow  shortly,  timed  to  close  when  the  caps  are  fully  repealed 
on  Jan.  1 ,  2003.  —Scott  Woolley 


AUGUST  7.  2000 

Better  Lucky 
Than  Smart 

AERIE  NETWORKS  HAD  AN  AUDACIOUS 
plan  to  build  a  $5  billion,  20,000-mile 
fiber-optic  network.  But  the  bandwidth 
market  collapsed  before  Aerie  got  going. 
What  a  break!  The  debt  Aerie  would  have 
taken  on  to  build  would  likely  have  killed 
the  Denver-based  company.  Instead,  in 
November  Aerie  purchased  the  assets  of 
Metricom,  a  high-speed  wireless  service 
with  operations  in  17  U.S.  cities.  Metricom 
spent  $1  bUlion  on  its  network  and,  despite 

Flashbacks 


investments  from  the  Ukes  of 
Microsoft  cofounder  Paul 
Allen,  filed  for  Chapter  1 1  under 
a  mountain  of  debt.  Price  to  Aerie 
for  its  new  business:  $8.25  million,  or 
less  than  1  cent  on  each  dollar  originally  in- 
vested in  Metricom.      — Quentin  Hardy 

MAY  14.  2001 


Chutzpah 


WHY  DID  IT  TAKE  SO  LONG  FOR  LINDA 
Wachner  to  be  fired  as  Warnaco's  chief  ex- 
ecutive after  she  drove  the  New  York  ap- 
parel company  to  file  for  bankruptcy  in 
June?  It  could  be  related  to  concerns  over 


her  employment  contract,  which  wou 
have  paid  her  up  to  $43  million  in  sever 
ance  (on  top  of  the  $160  million  she' 
reaped  in  total  compensation  since  1991 1 
The  company  says  the  bankruptcy  filin 
nullified  the  contract  and  paid  her  no  sev 
erance  package.  But  nobody  would  be  sur 
prised  if  Wachner  sued  in  bankruptc; 
court  to  get  it.  — Phyllis  Bermat 


80  YEARS  AGO  IN  FORBES/SEPTEMBER  17,  1921 

A  Ford  in  the  Future  When  people  were  throwing 

money  around  recklessly,  the  latest  and  fanciest  styles  were  all- 
important.  Today  the  vast  majority  of  families  are  more  interested  in 

securing  right  prices  than 
the  very  latest  notion  in 
styles.  Henry  Ford  has  again 
startled  the  automobile  world 
by  announcing  a  further  cut 
in  the  price  of  his  cars,  the 
second  within  three  months. 
The  Ford  Company  is  now 
operating  at  full  capacity, 
turning  out  more  cars  than 
ever  before,  and  selling  them 
at  the  lowest  prices  in  the 
history  of  the  company. 


40  YEARS  AGO  IN  FORBES/MARCH  15,  1961 

Fed-Ache  Why  should  the  Fed  play  the  long-term  govern- 
ment securities  market  at  all?  Simply  because  it  is  forced  to  by  the 
economic  logic  of  the  current  recession.  The  Fed  must  try  to  keep 
short-term  rates  up,  to  minimize  any  further  gold  losses.  At  the  very 
same  time  it  has  to  seek  to  lower  long-term  rates  as  a  recession- 
fighting  measure. 

30  YEARS  AGO  IN  FORBES/MAY  15,  1971 

Homework  William  R.  Hewlett,  president  and  chief  execu- 
tive officer  of  Hewlett-Packard,  on  the  boss'  working  habits:  "Actu- 
ally, you  probably  do  most  of  your  thinking  not  at  work.  I  do  it  when 
I'm  trying  to  get  to  sleep  at  night.  In  the  shower  in  the  morning. 
Shaving.  I  suppose  this  says  that  you're  really  thinking  about  the 
job  most  of  the  time.  There  are  so  many  day-to-day  distractions 
that  I  consider  important  that  it  is  really  hard  to  sit  down  and  do  any 
concentrated  thinking." 


56     FORBES,  necember  in,  2001 


ilike  investment  banks,  Neuberger  Berman  wasn't  created  to  underwrite  stocks.  For  over  60  years,  we've 
ecialized  in  one  thing:  managing  money.  Why  is  that  important?  It  means  there  are  no  hidden  agendas 
len  we  buy  or  sell  stocks  for  you.  It  means  there  are  no  di-stractions,  either:  we  spend  all  our  time 
'eating  every  detail  of  your  portfolio,  whether  it's  $500,000  or  $50  million.  And,  mostly,  it  means  we  can 
Ip  you  realize  your  goals.  Even  if  your  goals  include  such  numbers  as  120  over  80.  If  you  have  a  minimum 
$500,000  to  invest  in  a  customized  portfolio,  and  would  like  a  free  brochure  on  money  management,  call 
7.232.4859.  Or,  for  more  information  and  a  list  of  our  offices  across  the  country,  visit  us  at  nb.com. 


NEUBERGER  BERMAN 


Private  Asset  IVlanagement 

■  COITI        ]  "Money  management  is  what  we  do"  is  a  service  mark  of  Neuberger  Berman,  LLC.  ©2001 .  All  rights  reserved.  Member  NYSE/NASD/SIPC.  7/01 . 
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On  My  Mind  

Cops  and  Crime 

Federal  money  for  cops  is  an  appealing  idea.  Except  it's  not  especially  efBctive. 


Crime  rates  declined  in  the  1990s,  and  fans  of  the  federal  gov- 
ernment's Office  of  Community  Oriented  Policing  Services 
(cops)  want  to  take  some  credit.  The  COPS  program,  begun  in 
1994,  was  designed  to  add  100,000  additional  police  officers  to 
the  streets.  So  far  the  government  has  spent  $9  billion  for  hiring 
new  cops  or  other  related  grants.  "The  COPS  program  is  a 
proven  success,"  Senator  loseph 
R.  Biden  (D-Del.)  has  declared. 

This  is  simply  incorrect.  The 
nation's  violent  crime  rate  began 
to  decline  in  1991,  three  years 
before  the  program  was  created. 
Our  study  and  others  like  it  show 
no  link  between  putting  more 
officers  on  the  streets  without  a 
clear  crime-fighting  strategv'  and 
reducing  crime.  Biden  should 
know  firsthand.  While  crime 
dropped  in  most  places,  it  didn't 
in  his  home  state.  From  1994  to 
1998  Delaware  received  $20  mil- 
lion in  COPS  grants;  its  violent 
crime  rate  increased  by  36%. 

How  can  this  be?  Before  any- 
one asserts  that  the  COPS  pro- 
gram is  a  "proven  success,"  one 
needs  to  account  for  other  factors 
that  affected  crime  rates.  The 


age  point  increase  in  the  probability  of  going  i  a  state  prison 
after  an  arrest  for  a  violent  crime  reduces  crimey  1.2  incidents 
per  100,000  residents,  a  statistically  significant  aiount. 

Demographics:  Counties  with  more  minories  experienced 
steeper  declines  in  violent  crime  rates.  Our  anal-.is  shows  that  a 
one  percentage  point  increase  in  the  minon'  fraction  of  a 

county's  populabn  was  associ- 


navin  muhihausew 

Policy  analyst,  heritage  foundation 

Washington,  D.C. 


Heritage  Foundation's  Center  for  Data  Analysis  examined  the 
effect  of  COPS  grants  on  violent  crime  rates  in  more  than  750 
counties  firom  1995  to  1998.  After  accounting  for  socioeconomic 
factors,  the  COPS  hiring  and  redeployment  grants  faQed  to  show 
a  statistically  measurable  effect  in  reducing  violent  crime  rates. 
The  evidence  suggests  that  factors  outside  the  control  of  COPS 
^vere  more  influential.  A  few  are: 

Employment:  An  increase  m  the  Arresting  NlHTlberS 
fraction  of  working-age  Ameri- 
cans ioining  the  work  force  helped 
fuel  the  drop-off  in  crime.  Our 
research  found  that  increasing 
COPS  funds  1%  in  a  county  did 
nothing  to  reduce  violent  crime, 
but  a  one  percentage  point  rise  in 
labor  force  participation  cut  vio- 
lent crime  0.8°o. 

Fear  of  prison:  A  one  percent- 


The  decline  in  the  crime  rate  started  three  years  before 
the  federal  government's  spending  on  local  police. 
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ated  with  a  57:ount  greater 
decline  in  violat  crimes  per 
100,000  resident  in  a  one-year 
period,  holding  oier  factors  con- ' 
stant.  These  resul  are  consistent 
with  studies  howing,  for 
instance,  that  vient-crime  vic- 
timization rati  for  blacks 
declined  by  259  from  1995  to 
1998,  while  it  fell  v-  only  16%  for 
whites. 

Traditional]  communities 
with  more  miorities  have 
higher  levels  of  dme,  but  dur- 
ing the  1990s  the:  communities 
also  had  great-  declines  in 
crimes  than  areawith  fewer  mi- 
norities. This  is  I'gely  an  unex- 
plained phenomeon.  It  could  be 
anything  from  le  decline  in 

 '    crack-cocaine  usco  higher  rates 

of  incarceration.  But  while  we  cannot  tell  whataused  the  dis- 
proportionate drop  in  crime  in  minority  commnities,  we  can 
be  sure  the  COPS  program  had  nothing  to  do  vth  it. 

Fighting  crime  is  a  state  and  local  matter.  T  inject  federal 
money  is  to  add  layers  of  grant  jockeying  and  oHticking  into 
the  process,  with  aU  the  inefficiency  that  entailsThe  City  Uni- 
versity of  New  Yo;  got  $13  mil- 
lion of  COPS  monc  from  1994  to 
1999  while  the  L.  Vegas  Police 
Department  rece  ed  only  $2.7 
million. 

Flooding  a  paticular  high- 
crime  area  with  cos  may  have  an 
impact  on  the  criir  rate.  But  so- 
cioeconomic factcs  clearly  con- 
tributed more  tcthe  nation's 
crime  decline  thanhe  COPS  pro- 


gram ever  did. 
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>  It  ever  there  was  a  time  to  get 
al  our  energy  from  one  source, 
t  ^      isn't  it. 


The  estimates  are  hair-raising.  By  2020,  the  U.S.  will  need 
45%  more  lectricity.  And  it's  the  little  things  that  are  killing  us:  Your  home  PC 
sucks  up  alf  as  much  energy  as  your  refrigerator.  Clearly,  no  one  fuel  can  answer 
'the  deman.  Hence,  Exelon's  diversified  energy  portfolio.  We're  generating  nuclear 
energy  moe  efficiently  than  ever.  We're  working  on  solar  power.  And  early  in  2002, 
we'll  be  he  East's  largest  marketer  of  wind  energy.  Because  there's  no  solution 
to  the  enrgy  problem.  There  are  several.        lore  at  exeloncorp . com 
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On  My  Mind 


Cops  and  Crime 

Federal  money  for  cops  is  an  appealing  idea.  Except  it's  not  especially  effective. 


Crime  rates  declined  in  the  1990s,  and  fans  of  the  federal  gov- 
ernment's Office  of  Community  Oriented  Policing  Services 
(cops)  want  to  take  some  credit.  The  COPS  program,  begun  in 
1994,  was  designed  to  add  100,000  additional  police  officers  to 
the  streets.  So  far  the  government  has  spent  $9  billion  for  hiring 
new  cops  or  other  related  grants.  "The  COPS  program  is  a 
proven  success,"  Senator  Joseph 
R.  Biden  (D-Del.)  has  declared. 

This  is  simply  incorrect.  The 
nation's  violent  crime  rate  began 
to  decline  in  1991,  three  years 
before  the  program  was  created. 
Our  study  and  others  like  it  show 
no  link  between  putting  more 
officers  on  the  streets  without  a 
clear  crime-fighting  strategy  and 
reducing  crime.  Biden  should 
know  firsthand.  While  crime 
dropped  in  most  places,  it  didn't 
in  his  home  state.  From  1994  to 
1998  Delaware  received  $20  mil- 
lion in  COPS  grants;  its  violent 
crime  rate  increased  by  36%. 

How  can  this  be?  Before  any- 
one asserts  that  the  COPS  pro- 
gram is  a  "proven  success,"  one 
needs  to  account  for  other  factors 
that  affected  crime  rates.  The 


DAVID  MUHLHAUSEN 

POLICY  ANALYST,  HERITAGE  FOUNDATION 
Washington,  D.C. 


age  point  increase  in  the  probability  of  going  to  a  state  prisoi 
after  an  arrest  for  a  violent  crime  reduces  crime  by  1 .2  incident 
per  100,000  residents,  a  statistically  significant  amount. 

Demographics:  Counties  with  more  minorities  experiencec 
steeper  declines  in  violent  crime  rates.  Our  analysis  shows  that . 
one  percentage  point  increase  in  the  minority  fraction  of. 

county's  population  was  associ 
ated  with  a  57-count  greate 
decline  in  violent  crimes  pe 
100,000  residents  in  a  one-yea 
period,  holding  other  factors  con 
stant.  These  results  are  consisten 
with  studies  showing,  fo 
instance,  that  violent-crime  vie 
timization  rates  for  black 
declined  by  25%  from  1995  tt 
1998,  while  it  fell  by  only  16%  fo 
whites. 

Traditionally  communitie 
with  more  minorities  hav 
higher  levels  of  crime,  but  dur 
ing  the  1990s  these  communitie 
also  had  greater  declines  ii 
crimes  than  areas  with  fewer  mi 
norities.  This  is  largely  an  unex 
plained  phenomenon.  It  could  b 
anything  from  the  decline  ii 
crack-cocaine  use  to  higher  rate 


Heritage  Foundation's  Center  for  Data  Analysis  examined  the 
effect  of  COPS  grants  on  violent  crime  rates  in  more  than  750 
counties  ft-om  1995  to  1998.  After  accounting  for  socioeconomic 
factors,  the  COPS  hiring  and  redeployment  grants  failed  to  show 
a  statistically  measurable  efl^ect  in  reducing  violent  crime  rates. 
The  evidence  suggests  that  factors  outside  the  control  of  COPS 
were  more  influential.  A  few  are: 

Employment:  An  increase  in  the  ArteStingNUHlbGrS 
fraction  of  working-age  Ameri- 
cans joining  the  work  force  helped 
fuel  the  drop-off  in  crime.  Our 
research  found  that  increasing 
COPS  funds  1%  in  a  county  did 
nothing  to  reduce  violent  crime, 
but  a  one  percentage  point  rise  in 
labor  force  participation  cut  vio-  _ii 
lent  crime  0.8%.  '81 

Fear  of  prison:  A  one  percent-  Source. -re/. 


The  decline  in  the  crime  rate  started  three  years  before 
the  federal  government's  spending  on  local  police. 
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of  incarceration.  But  while  we  cannot  tell  what  caused  the  dis 
proportionate  drop  in  crime  in  minority  communities,  we  cai 
be  sure  the  COPS  program  had  nothing  to  do  with  it. 

Fighting  crime  is  a  state  and  local  matter.  To  inject  federa 
money  is  to  add  layers  of  grant  jockeying  and  politicking  into 
the  process,  with  all  the  inefficiency  that  entails.  The  City  Uni 

versity  of  New  York  got  $13  mil 
lion  of  COPS  money  from  1994  to 
1999  while  the  Las  Vegas  PoliC' 
Department  received  only  $2.' 
million. 

Flooding  a  particular  high 
crime  area  with  cops  may  have  ai 
impact  on  the  crime  rate.  But  so 
cioeconomic  factors  clearly  con 
tributed  more  to  the  nation' 
crime  decline  than  the  COPS  pro 
gram  ever  did.  1 


COPS 
program 
begins 
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|>  If  ever  there  was  a  time  to  get 
all  our  energy  from  one  source, 
this  isn't  it. 


NERGY:  WHAT'n  eMERGIMH    >    The  estimates  are  hair-raising.  By  2020,  the  U.S.  will  need 
5%  more  electricity.  And  it's  the  little  things  that  are  killing  us:  Your  home  PC 
ucks  up  half  as  much  energy  as  your  refrigerator.  Clearly,  no  one  fuel  can  answer 
he  demand.  Hence,  Exelon's  diversified  energy  portfolio.  We're  generating  nuclear 
nergy  more  efficiently  than  ever.  We're  working  on  solar  power.  And  early  in  2002, 
e'll  be  the  East's  largest  marketer  of  wind  energy.  Because  there's  no  solution 
0  the  energy  problem.  There  are  several.  >   More  at  exeloncorp.com 
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Welcome  change. 


Abbreviations  seldom  do  their  spelled-out 
brethren  justice.  Allow  us  to  elaborate  with 
the  aid  of  the  LX470,  one  of 
the  worlds  most  capable 
and  luxurious  full-time 
4 -wheel-drive  vehicles. 

We  will  begin  with 
AVS^  otherwise  known  as 
Adaptive  Variable  Suspension 
AVS  is  actually  a  sophisticated  system  that 
automatically  feels  the  character  of  the  terrain 


and  then  adjusts  the  electronically  control! 
shock  absorbers  to  respond  appropriately. 

AHC,  short  for  a  quite  uniq 
feature  called  Adjustal 
Height  Control,  raises 
lowers  the  body  of  t 
UC470  by  almost  fc 
inches.  Choose  the  high' 
setting  for  the  maximum  grou 
clearance  while  venturing  off  the  road;  choc 
the  middle  setting  in  order  to  help  the  LX  4' 


'Lexus  Vehicle  Skid  Control  (VSC)  is  an  electronic  system  designed  to  help  the  driver  maintain  vehicle  control  under  adverse  conditions.  If  is  not  a  substitute  for  safe  driving  pi 

r.,.rmi«jon  '^CR  \Fii '!-.••:;  tmclcni.irl  of  H,,  ^hrn  in  the  United  States  and     i ,,   i,   ''fini  ii.  >. .     '  :nO'  I  .  >nv.  a  Division  of  Tovola  Motor  Sales.  U.S.A..  Inc 


lieve  optimal  handling  and  fuel-efficient 
odynamics;  choose  the  lowest  setting  for 
narkably  easy  vehicle  entry  and  exit. 
Last  on  our  list  is  VSC,  or  Vehicle  Skid 
»ntrol.  Working  in  tune  with  the  LX470s 
ti-lock  brakes  and  its  four-wheel  Traction 
>ntrol.  Vehicle  Skid  Control  helps  control 
s  of  lateral  traction  in  a  turn  by  applying 
e  or  more  of  the  brakes  and,  if  necessary, 


reducing  the  throttle  of  the  LX  470s  engine* 
Combine  all  that  with  the  solid  drive  of  a 
4.7-liter  V8  engine  and  enough  fine  wood 
and  leather  trim  for  up  to  eight  passengers  to 
enjoy  simultaneously,  and  you  certainly  must 
agree:  Common  abbreviations  simply  fail  to 
do  the  uncommon  ride  of  the  LX  470  justice. 

Oh,  we  forgot  about  the  standard  NAV 
system,  but  wouldn't  that  belabor  the  point? 


n  an  automobile  delight,  comfort,  fascinate  and  energize  you? 
ee  lexus.com  for  a  test  drive.  The  Passionate  Pursuit  of  Perfection. 


ncluding  speed,  road  conditions  and  driver  steering  input  can  all  affect  whether  VSC  will  be  effective  in  preventing  a  loss  of  control.  SC^RABBI.F"  &  ©2001  Hasbro,  Inc.  Used  with 
you  to  wear  seatbelts,  secure  children  in  rear  seat,  obey  all  speed  laws  and  drive  responsibly  For  more  information,  call  800-USA-LEXL'S  (800-872-5398). 


Forbes^ 
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A  String  of  setbacks  spurred  Johnson  &  Johnson  to 
revamp  its  labs.  Now  it  is  poised  to  reap  the  benefits. 

BY  ZINA  MOUKHEIBER  AND  ROBERT  LANGRETH 


JOHNSON  &  JOHNSON  CHIEF  RALPH 
Larsen  watched  in  dismay  three  years 
ago  as  his  health  care  agglomeration 
headed  for  nothing  but  trouble.  Sure, 
J&l's  low-sizzle  consumer  business — 
baby  powder,  Band-Aids,  Tylenol, 
tampons  and  such — was  okay.  But  its 
medical  device  division  was  strug- 
gling on  plummeting  market  share  in 
coronary  stents.  And  the  $9-billion-a-year  pharmaceu- 
tical business  was  reeling. 

Five  promising  drugs  flopped  in  late  stages.  Regula- 
tors shot  down  treatments  for  multiple  sclerosis  and 
premature  labor,  and  medicines  for  stroke  and  diabetes 
fizzled  in  large-scale  trials.  And  J&I  lost  a  crucial  battle 
over  rights  to  a  new  version  of  Procrit,  its  top-selling 
anemia  drug.  Suddenly  the  115-year-old  company, 
once  renowned  for  its  breadth,  seemed  like  an 


unwieldy  and  aimless  hodgepodge.  Sales  growth 
slowed  to  5%  in  1998  and  profits  fell  9%  as  j&J  took  a 
rare  restructuring  charge.  Some  Wall  Street  analysts 
said  I&I  should  break  itself  up. 

"I  thought,  'What  in  heaven's  sake  is  going  on? 
Something's  wrong  with  what  we're  doing,'"  says 
Larsen,  63.  l&l's  chief  executive  since  1989,  he  likens 
himself  to  the  conductor  of  a  far-flung  orchestra.  But 
he  knew  the  real  problem:  His  performers  had  grown 
complacent  and  out  of  tune  with  the  rest  of  the 
industry. 

Three  years  later  J&I  is  playing  a  different  song. 
Investors  now  see  the  giant's  diversity — once  deemed  a 
flaw — as  a  virtue,  cushioning  it  against  bad  times  in 
any  one  market.  The  stent  business  is  regaining  ground, 
leading  the  race  to  develop  new  drug-coated  devices 
that  could  virtually  eliminate  the  risk  of  arteries  reclog- 
ging  (see  "Cardiac  Comeback,"  Apr.  30).  More  impor- 
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Top  scientist 
Per  Peterson 
is  focusing 
J&J's  once- 
complacent 
labs  on 
likelier  hits. 


tant,  Johnson  &  Johnson's  drug  business, 
which  provides  almost  haif  of  total  rev- 
enue and  62%  of  operating  profit,  shows 
promise  of  becoming  a  powerhouse  on  a 
par  with  Pfizer  and  Merclc. 

The  New  Brunswiclc,  N.J.  titan  sud- 
denly has  35  promising  new  drugs  in 
early  trials,  including  treatments  for  dia- 
betes and  artliritis,  up  from  half  a  dozen 
in  1996.  By  next  year  the  lineup  could 
surpass  50  new  entries.  To  bolster  results 
in  the  meantime,  Larsen  acquired  biotech 
outfit  Centocor  for  $5  billion  in  1999  and 
Alza,  which  is  developing  new  forms  of 
drug  delivery,  for  $11  billion  in  March. 
Since  the  start  of  the  year  J&J  shares  are 
up  17%,  while  Merck  is  down  30%  and 
Pfizer  is  down  7%.  Morgan  Stanley  Dean 
Witter  analyst  Glenn  Reicin  expects  J&J  to 
earn  $5.8  billion  on  $32  billion  in  revenue 
this  year,  up  15%  from  2000. 

The  company  will  have  to  endure  a 
few  years  of  uncertainty  as  the  new 
drugs  move  through  the  pipeline.  J&J 
faces -the  same  regulatory  slowdown  that 
now  threatens  the  rest  of  the  industry 
(see  p.  133).  But  it  is  undeniably  experi- 
encing a  comeback,  thanks  to  the  moves 


"There  is  nothing  less 
conducive  to  science 

than  bureaucracy^'  


Larsen  orchestrated. 

He  split  medical  devices  and  drugs 
into  two  separate  divisions  and  named  a 
rising  star,  William  Weldon,  53,  to  run  the 
drug  side.  Larsen  accelerated  an  overhaul 
of  drug  research,  killing  layers  of  bureau- 
cracy and  lifting  spending  50%  in  three 
years  to  $3.5  billion.  He  also  anointed  Per 
Peterson  the  first  executive  to  oversee  all 
J&)  drug  labs,  and  named  him  to  J&j's  13- 
member  executive  committee,  the  first 
scientist  ever  to  join  the  inner  circle. 

In  the  mid-1990s,  by  contrast,  J&l's 
labs  were  a  backwater  where  compla- 
cency, even  mediocrity,  was  tolerated.  Its 
major  U.S.  drug  research  division,  with 
labs  in  Raritan,  N.J.  and  Springhouse,  Pa., 
had  produced  only  one  drug  for  testing  in 
1995  and  1996  combined,  an  astonish- 
ingly low  number.  (The  industry  average 
is  six  a  year.)  J&J  scientists  had  become  so 


reliant  on  licensing  promisiil 
compounds  from  other  conj 
panics  that  they  had  lost  tlj 
focus — or  the  ability — to  com 
up  with  their  own. 

Regulators  tightened  stail 
dards  for  drug  approvals,  viev< 
ing  side  effects  much  mo| 
harshly,  but  J&J  kept  pursuir 
drugs  with  a  1980s  mind-sfl 
As  long  as  they  were  effectiv 
side  effects  were  acceptabl 
Ergoset,  a  diabetes  drug  it  ha 
licensed  from  Ergo  Science 
was  rejected  in  1998.  Last  ycc 
l&I  was  forced  to  withdra 
from  the  market  a  heartbur 
drug,  Propulsid,  losing  close  t 
$1  billion  in  sales,  after  usei 
suffered  irregular  heartbeats. 

Its  famed  Janssen  Pharmi 
ceutica  unit  in  Belgium  ha 
also  fallen  on  hard  times.  1 
longtime  leader,  Paul  Jansser 
had  retired  m  1994,  deprivin 
the  subsidiary  of  its  mentc 
and  creative  force. 

J&j's  research  chief,  Pe 
Peterson,  was  desperate  to  wak 
the  giant  from  its  torpor.  "W- 
had  to  sharpen  our  thinkin 
and  not  Jive  in  the  past," 

  says.  Peterson,  57,  a  Swedish 

born  immunologist,  had  joine 
I&I  in  1994  to  lead  U.S.  basic  researcl 
after  having  run  a  lab  at  the  La  Jolh 
Calif.-based  Scripps  Research  Institute 
He  was  promoted  to  run  drug  R&l 
worldwide  in  2000,  with  a  mission  t' 
revamp  J&j's  antiquated  R&D  process. 

Peterson  first  moved  to  clear-cu 
management.  J&J  had  six  layers  of  paper 
pushers  separating  scientists  from  th 
research  chief;  now  the  number  is  dowi 
to  three.  "There  is  nothing  Jess  conduciv 
to  science  than  bureaucracy,"  he  says. 

He  eliminated  24  departments  ani 
their  chiefs,  each  focusing  on  a  differen 
disease  group,  and  replaced  the  rigid  hier 
archy  with  small,  interdisciplinary  team 
of  two  dozen  biologists  and  chemists  whc 
report  directly  to  lab  heads.  Instead  o 
narrowly  studying  only  one  disease,  eacl 
team  had  the  latitude,  within  a  broad  cat 
egory,  to  focus  on  any  drug  targets  or  dis 
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At  Fannie  Mae,  it  has  been  our  nnission  for  over  30  years  to  break  down  as  many  barriers 
to  homeownership  as  possible.  Along  the  way  we've  realized  that  there  are  certain 
rights  that  are  necessary  in  a  family's  pursuit  of  the  American  Dream. 

The  right  to  have  access  to  mortgage  credit. 

The  right  to  the  lowest-cost  mortgage  for  which  a  consumer  can  qualify. 

The  right  to  know  the  true  cost  of  a  mortgage. 

The  right  to  be  free  of  regulatory  burden. 

The  right  to  know  what's  behind  a  lender's  mortgage  decision. 

Fannie  Mae's  Mortgage  Consumer  Bill  of  Rights  is  the  foundation  to  making  sure 
that  all  people  are  treated  equally  in  the  home-buying  process.  And  in  the  end, 
given  the  same  opportunity  to  not  only  dream  the  American  Dream,  but  to  live  it  as  well. 

To  learn  more  about  Fannie  Mae's  Mortgage  Consumer  Bill  of  Rights  visit  www.fanniemae.com/consumerrights. 


^  FannieMae 

w.fanniemae.com 


At  Fannie  Mae,  we  support  the  Mortgage  ConSUITier  Bill  of  Rights. 

So  the  memories  that  begin  with  the  Campbells'  first  home 
will  be  those  of  honesty,  opportunity,  and  fairness. 


JOHNSON  JOHNSON 


eases  they  wanted  to. 

Six  months  ago  Peterson  trained  his 
sights  on  the  Janssen  labs — laying  off 
40%  of  the  old-line  researchers,  who  were 
accustomed  to  Paul  Janssen's  leadership, 
and  hiring  newcomers.  "Per  challenges 
you.  He  gives  you  what  he  wants  in  broad 
brush  strokes,  and  you  have  to  come  up 
with  the  solutions,"  says  William  Murray, 
a  veteran  chemist  at  J&j's  Raritan  lab. 

The  upheaval  has  spawned  a  plethora 
of  promising  drugs.  At  J&j's  new  lab  in 
La  Jolla,  scientists  developed  a  com- 
pound that  could  ease  jet  lag  and  even 
memory  loss,  which  is  now  entering 
human  trials.  It  blocks  a  newly  discov- 
ered receptor  known  as  H3,  the  third  in  a 
family  of  crucial  cell-surface  proteins  that 
receive  messages  from  the  hormone 
histamine. 

H3  was  located  by  a  research  team  led 
by  Michael  Jackson,  a  former  Scripps  col- 
league of  Peterson,  who  deployed  the  La 


Jeyond  Baby  Shampoo  

J&J  is  best  known  for  consumer  wares,  but  its 
reawakened  drug  unit  pays  most  of  the  bills. 


2001  operating  profit  by  unit 
Consumer  products 

Medical  devices/, 
diagnostics 


2001  sales 


Pharmaceuticals 
Figures  are  for  nine  months  through  September.  Source.  J&J. 

Jolla  group  a  few  years  ago  to  find  gene- 
based  drugs.  H3  is  especially  promising 
because  the  first  two  H-receptors  have 
yielded  blockbusters:  HI  is  targeted  by 
Schering-Plough's  Claritin  and  other 
antihistamines;  H2  is  hit  by  Glaxo- 
SmithKline's  heartburn  drug,  Zantac. 


The  Halo  Effect 


Big  pharma  has  been  in  pare-down  mode.  Pfizer,  Bristol-Myers  Squibb  and 
American  Home  Products  have  sold  off  lower-margin  businesses  such  as 
shampoo  to  focus  on  developing  profitable  drugs.  Not  J&J.  Chairman  Ralph 
Larsen  is  steadfast  in  his  belief  that  j&j's  disparate  operations— which  include 
prescription  drugs,  medical  devices  and  a  panoply  of  consumer  goods— make 
more  sense  together  than  apart.  He  admits  few  synergies  exist  between  drugs 
and  baby  powder,  but  he  likes  the  halo  effect:  Consumers,  even  doctors,  trust 
J&J  more  because  it  sells  baby  oil.  "It  gives  us  a  wonderful  image  that  most 
companies  would  kill  for,"  he  says. 

The  rationale  for  a  splitup  doesn't  exist,  he  avers.  "We've  looked  at  it  until  we 
are  blue  in  the  face.  Every  analysis  we  have  done  finds  you  cannot  make  a 
financial  case"  for  breaking  up  the  company,  he  says. 

No  one  can  predict  for  certain  where  the  next  medical  breakthroughs  will 
come  from,  so  going  broad  maximizes  J&J's  odds  of  capitalizing  on  some  of  them. 
And  some  synergies  can  be  had  between  drugs  and  devices,  Larsen  adds.  An 
early  example  is  J&J's  new  drug-coated  stent,  expected  to  reach  the  market  in 
early  2003  and  become  a  big  hit;  look  for  more  examples  in  the  next  decade,  he 
says.  The  company  says  the  new  stent  prevents  an  artery  from  reclogging  after  it 
is  installed;  such  "restenosis"  occurs  in  25%  of  cases.  The  idea  came  from  a  J&J 
drug  researcher  who  heard  that  an  organ  transplant  drug,  sirolimus,  also  pre- 
vented arteries  from  clogging.  He  passed  on  the  finding  to  his  device  colleagues. 

"If  we  hadn't  been  in  the  pharma  business,  it  wouldn't  have  happened," 
Larsen  says.  J&J's  drug  research  also  could  pave  the  way  for  new  gene-based 
diagnostics  in  the  device  division.  Its  lab  in  La  Jolla,  Calif,  is  searching  for  genes 
that  are  markers  indicating  when  a  tumor  is  starting  to  form;  that  way  a 
diagnostic  test  could  sound  the  alarm,  and  J&J  drugs  could  attack  the  tumor 
while  it  still  is  treatable.  — Z.M.  and  R.L. 
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Next  up:  The  I&J  team 
working  on  compounc 
that  neutralize  H4,  whic 
may  be  involved  in  asthm: 
On  the  East  Coas 
another   klatch   of  ja 
researchers  has  devised  a 
arthritis  drug  to  block  a 
enzyme  that  unleashe 
toxic  immune  proteins  i 
arthritic  joints.  A  secon 
team  has  concocted 
novel  diabetes  drug  the 
packs  a  one-two  puncl 
simultaneously  lowerin 
blood  sugar  and  choles 
terol  levels.  A  third  group  is  using  sofi 
ware  to  map  proteins  in  3-D,  crafting 
new  class  of  drugs  for  the  digestive  sy 
tern.  All  three  are  in  early  human  trial 
or  are  about  to  begin  them. 

To  improve  J&l's  odds  of  gettin 
drugs  to  market,  Weldon  in  1999  set  up 
new  committee  that  evaluates  an  entry 
readiness  for  early  human  testing.  A  yea 
later  he  formed  a  second  group,  whic 
decides  whether  a  compound  is  superio 
enough  to  advance  to  large-scale  clinic; 
trials,  at  a  cost  of  hundreds  of  millions  c 
doDars.  (Because  typically  only  one  in  te 
prototypes  makes  it  to  market,  the  aver 
age  cost  of  developing  an  approved  dru 
works  out  to  half  a  billion  dollars.) 

Peterson  sits  on  both  committees  an 
has  veto  power.  Last  year  he  scuttled  tw^ 
drugs  that  J&J  had  licensed  after  decidin 
they  weren't  any  better  than  existin 
drugs.  He  also  ditched  a  homegrow 
drug  for  migraines  when  results  showe 
it  offered  no  advantages  over  Glaxo 
Imitrex.  "Before  1998,  we  would  hav 
gone  forth  with  both,"  he  says. 

Even  with  its  rich  prospects,  I&I  isn 
quite  there  yet.  It  could  take  five  years  fo^ 
the  crush  of  new  cures  to  pan  out.  Acqu 
sitions  can  plug  only  some  of  the  gap 
The  Alza  acquisition  brought  Concerts 
for.  attention  deficit  disorder,  an 
Ditropan  XL,  for  urinary  incontinence 
Their  combined  sales  total  $430  mil 
lion — nice,  but  a  mere  3%  of  I&j's  pre 
scription-drug  business.  Larsen,  howevei 
is  unconcerned;  his  orchestra  is  playing  ii 
tune  again.  "Give  me  two  or  three  drugs, 
he  says,  "and  I'll  be  happy." 
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@  business  infrastructure 


INFRASTRUCTURE: 

THE  MICKEY  MANTLE  ROOKIE 
CARD  OF  E-BUSINESS. 


RETURN  ON  INVESTMENT.  It's  what 
turns  a  nickel  investment  in  1951  into  a 
$19,500  profit  in  2001.  It's  the  very  principle 
motivating  companies  to  make  large  invest- 
ments in  their  infrastructure  (hardware, 
software  and  services)  every  day. 

A  relatively  small  investment  in  IT 
equipment  or  software  can  provide  a  huge 
payday  for  companies  that  are  looldng  to  grow. 
Companies  that  want  to  streamline  processes, 
attract  new  customers  and  expand  services  to 
existing  customers. 

The  real  issue  lies  in  how  to  recognize  the 
gem  behind  the  stick  of  gum.  There's  no  set 
formula.  An  e-business  solution  for  a  large 
banlc  will  be  different  than  one  for  the  auto- 
motive industry  or  the  retail  sector.  If  your 
company  is  going  to  prosper,  you'll  need  help 
identifying  your  optimum  investment. 


Of  course,  you  can  realize  high  returns 
by  simply  cutting  costs.  But  then  again,  you 
could  hit  a  home  run  by  investing  in  open 
standards  with  Linux°-enabled  servers  that 
scale  on  a  simple  pay-as-you-grow  basis. 

You  could  focus  your  spending  on 
innovative  and  cost-cutting  IBM  software 
such  as  Tivoli®  and  WebSphere.®  Or  you 
could  speak  to  IBM  Global  Services  about 
implementing  Return  on  Web  Investment 
(ROWI)  methods.  They  help  balance  your 
spending  by  providing  a  thorough  framework 
to  evaluate  your  Web,  IT  and  general 
business  investments. 

So  unless  you  have  a  "hunch"  about  this 
one,  call  us  at  800  426-7080  (ask  for  Invest) 
or  visit  us  at  ibm.com/e-business/roi  for  our 
latest  white  paper,  "ROI  Methodology  lor 
Evaluating  e-business  Infrastructure." 


Corporation  in  the  United  States  and/or  other  countries.  Linux  is  a  registered  trademark  of  Linus  Torvaids.  ©  2001  IBM  Corporation.  All  rights  reserved. 
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India's  drug  industry  is  growin; 
beyond  cheap  knockoffs  of  Western  innovation 


T'S  BETTER  TO  BE  A 
pirate  than  a  killer,"  says  Amar  Lulla,  co- 
managing  director  of  Bombay-based 
Cipla  Ltd.  Lulla's  outfit  is  the  type  of 
pharmaceutical  manufacturer  most  asso- 
ciated with  India:  It  ignores  patents. 
Cipla's  copy  of  Bayer's  anthrax-fighting 
Cipro,  fabricated  by  more  than  100 
Indian  drug  manufacturers,  retails  for  12 
cents  a  piU  in  India,  versus  $5.50  in  Man- 
hattan. With  reverse  engineering,  Cipla 
(fiscal  2001  revenues,  $226  million) 
makes  and  sells  more  than  400  of  the 
v^orld's  top  500  branded  drugs. 

Now  meet  the  face  of  a  new  Indian 
pharma  industry:  K. 
Anji  Reddy,  58,  soft-spo-  ^SOITIG 
ken  founder  and  chair- 
man of  Hyderabad-based  Dr.  Reddy's 
Laboratories  Ltd.  Reddy  is  lobbying  the 
Indian  government  to  adopt  and  enforce 
the  international  drug-patent  regime, 
something  Delhi  has  promised  to  do  by 
2005  under  a  World  Trade  Organization 
agreement.  Reddy  aspires  to  build  his 
enterprise  into  a  research-based  drug 
major.  "We  [in  India]  have  brilliant  peo- 
ple who  are  as  good  or  even  better  than 
anywhere  in  the  world,"  he  insists. 
"We're  ready  for  2005." 

India,  with  its  flowering  of  English- 
fluent  and  scientifically  literate  minds. 


just  might  rise  above  the  business  of  mak- 
ing generic  drugs  and  ripping  off  patents. 
It  could  become  an  innovator  and  a 
respecter  of  intellectual  property. 

Dr.  Reddy's  invests  6.5%  of  its  $276 
million  sales  in  research,  a  habit  it  began 
in  1994.  The  results  are  impressive;  the 
firm  has  discovered  three  molecules  that 
it  has  licensed  for  diabetes  drugs,  two  to 
Novo  Nordisk  and  one  to  Novartis.  Anji 
Reddy  says  he's  negotiating  licenses  for 
several  more  cholesterol,  diabetes  and 
cancer  drug  molecules  discovered  in  his 
laboratory.  For  the  three  diabetes  licenses. 
Dr.  Reddy's  should  gross  $72  million  dur- 


BY  ANDREW  TANZE 

come  off  patent  (Barr  Labs  gained  tf 
license  for  the  much-better-selling  2( 
milligram  dosage).  Merrill  Lynch  sa) 
that  Reddy's  took  an  80%  share  of  the  4( 
milligram  market  within  eight  weeks  an 
estimates  the  firm  will  net  an  amazin 
$45  million  on  $65  million  sales  of  tf 
generic  capsule  this  year.  Overall,  Merri 
forecasts  Reddy's  will  earn  $69  million,  c 
25%  of  revenues  after  tax;  that's  a  bettt 
profit  margin  than  Merck's  1 5%. 

In  April  Reddy's  listed  on  the  Ne' 
York  Stock  Exchange  and,  with  help  ft^oi 
Merrill,  raised  $133  miUion.  The  shai 
price  has  since  more  than  doubled  to  $2 


drugsJp  India  sell  fot3%  of  their  U.S.  price. 


ing  the  drug-development  stage.  After 
commercialization,  Reddy's  will  earn  roy- 
alties on  overseas  sales  and  v/Ol  hold  co- 
marketing  rights  in  India,  where  70  mil- 
lion diabetics  live. 

Even  this  research-rich  company  gets 
a  chunk  of  revenue  from  generics.  Dr. 
Reddy's  generics,  though,  are  increasingly 
of  the  sanctioned  variety — they  are  copies 
of  drugs  whose  patents  have  expired.  In 
August  U.S.  drug  regulators  awarded  Dr. 
Reddy's  a  so-called  180-day  exclusive 
period  for  the  40-milligram  generic  ver- 
sion of  Eli  Lilly's  Prozac,  which  had  just 


and  is  this  year's  best  performing  ADR. 

The  company  symbolizes  enormoi 
national  potential.  India  may  hav 
missed  the  industrial  revolution,  but  it 
bursting  with  entrepreneurs  and  inte 
lectual  capital.  "Our  chemistry  skills  at 
arnong  the  best  in  the  world,"  boasi 
G.V.  Prasad,  Reddy's  chief  executive  ( an 
Anji  Reddy's  son-in-law).  In  India 
chemist  with  a  Ph.D.  can  be  hired  for 
salary  of  $15,000,  versus  maybe  $100,00 
in  the  U.S. 

But  you  need  patent  protection  t 
keep  that  talent  from  voting  with  its  fee 
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DR.  REDDY'S  LABORATORIES 


"Since  patents  weren't  recognized  in 
India,  the  best  brains  went  abroad," 
explains  Satish  Reddy,  the  firm's  Purdue- 
educated  chief  operating  officer  and  Anji 
Reddy's  son.  Ajit  V.  Dangi,  director  gen- 
eral of  the  Organisation  of  Pharmaceuti- 
cal Producers  of  India,  estimates  that  15% 
of  the  drug  scientists  in  U.S.  labs  are 
Indian  immigrants.  But  he  foresees  a 
"revolution"  in  the  Indian  industry, 
including  an  influx  of  foreign  investment 
in  research  and  clinical  testing — if  the 
Indian  government  implements  the 
patent  law. 

Will  it?  In  a  1970  law  the  government 
stopped  recognizing  product  patents  on 
drugs  but  respected  process  patents.  This 
permitted  Indian  drug  companies  to 
reverse-engineer  Western  pharmaceuti- 
cals without  paying  licensing  fees.  For- 
eigners' share  of  the  Indian  market  col- 
lapsed from  75%  in  1 970  to  30%  last  year. 

In  a  poor  nation  with  scant  medical 
insurance  and  serious  public  health  prob- 
lems, the  patent  abrogation  made  emi- 
nent political  sense.  It  may  also,  at  least 
transitionally,  have  spurred  a  certain  (and 
rare  for  India)  industrial  competitiveness. 
Today  drugs  in  India  typically  sell  for  just 
3%  to  15%  of  the  price  in  the  U.S.  V. 
Thyagarajan,  managing  director  for  India 
of  GlaxoSmithKline,  the  national  market 
leader,  estimates  that  the  country 
accounts  for  35%  to  40%  of  the  drug 
giant's  global  sales  by  volume  but  only 
1  %  by  value. 

Anji  Reddy,  who  founded  Dr.  Reddy's 
in  1984  with  $40,000  cash  and  a  bank 
loan  of  $120,000,  makes  no  apologies  for 
his  country's  history.  "We  [Dr.  Reddy's 
Labs]  are  products  of  that  [1970  law].  But 
for  that,  we  wouldn't  be  here.  It  was  good 
for  the  people  of  India,  and  it  was  good 
for  this  company."  The  Reddy  family's 
26%  stake  in  the  Bombay-listed  company 
is  today  worth  $430  million. 

India  gets  efficiencies  from  huge  vol- 
ume. Quality  is  high;  more  than  25  of  the 
country's  drug  plants  are  now  U.S.  FDA- 
inspected  and  okayed.  The  country's 
chemists  are  innovative. 

Sankar  Krishnan,  a  consultant  for 
McKinsey  &  Co.  in  Bombay,  puts  Indian 
drug  production  costs  at  up  to  70%  less 
than  U.S.  costs.  He  projects  that  the  coun- 


try's exports  of  drugs  will  more  than 
quadruple  to  $6.5  billion  by  2010, 
increasingly  in  legal  generics  for  patent- 
protecting  markets  like  the  U.S.  and 
Europe. 

Dr.  Reddy's  shipments  of  generics  to 
the  U.S.  should  zoom  to  at  least  $65  mil- 
lion this  year  from  $5  million  last  year. 
Next  year:  $100  million.  The  company 
ships  active  ingredients  in  bulk  to  gener- 
ics heavies  such  as  Teva  and  Ivax.  A  dozen 
more  of  Dr.  Reddy's  generic  applications 
have  received  FDA  approval,  among  them 
a  40-milligram  dosage  of  omeprazole. 
This  generic  version  of  Astra-Zeneca's 
Prilosec  (for  heartburn),  the  world's  best- 

IN   THE  TRENCHES 


selling  pharmaceutical,  is  likely  to  go  o 
the  market  next  year. 

Of  course  Dr.  Reddy's  can  only  sue 
ceed  in  becoming  an  international  dru 
major  if  India  adopts — and  polices — 
product-patent  law  by  2005.  Isn't  this 
done  deal  under  WTO?  Well,  remembe 
that  this  is  India,  where  the  politics  ar 
fractious,  the  bureaucracy  oppressiv 
and  the  courts  sclerotic.  A  Patents  Bi 
has  been  stuck  in  Indian  parliament  fa 
two  years— just  one  of  many  dauntin 
issues. 

Entrepreneurs  such  as  Anji  Reddy  ar 
ready  to  graduate  from  imitation  to  inno 
vation.  If  the  government  cooperates. 


Patients^  Yes.  Property  Rights? 


You  can  get  any  disease  in  the  world  here,"  marvels  GlaxoSmithKline's  V. 
Thyagarajan.  "That's  good  for  [drug]  testing."  Rarely  do  you  find  a  place 
with  both  so  many  well-trained  doctors  and  so  many  needy  patients. 
Entrepreneur  Anji  Reddy  cites  one  example.  Pfizer  wanted  to  test  a  typhoid 
antibiotic.  "In  America  you  have  six  cases  in  one  year,"  he  notes.  "In  India  you  get 
two  dozen  in  one  month."  Pfizer,  Novo  Nordisk  and  Novartis  have  begun  clinical 
research  there.  Quintiles  Transnational,  the  world's  largest  pharma  contract 
research  outfit,  has  opened  several  centers  and  is  expanding. 

Drug  multinationals  would  also  like  to  conduct  basic  drug  research  in  India. 
This  would  respond  to  the  developing  world's  accusation  that  Western  drug  firms 
ignore  its  health  problems.  "The  West  goes  for  research  on  erectile  dysfunction- 
lifestyle  drugs,"  argues  Ajit  Dangi  of  the  Organisation  of  Pharmaceutical  Producers 
of  India.  "Somebody  has  to  do  research  on  malaria,  leprosy,  TB." 

Sure,  says  Novartis'  Ranjit  Shahani,  "but  not  until  we  see  a  strong  patent  law 
policed  well."  In  2005  India  will  recognize  patents  granted  after  January  1995— 
that  is,  if  it  sticks  to  the  WTO  agreement.  —A.T. 
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THE  S&P  500  IS  A  CAR  RACE. 
TRUE  OR  FALSE? 
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*Since  inception  in  1993,  the  SPDR  trust  lias  distributed  only  one  capital  gain  of  $.09  in  1996.  For  more  complete  information  and  a  prospectus 
including  potertial  risks,  on  SPDRs?  call  1-800-THE  AMEX  or  visit  www.amex.com/SPY.  Read  ttie  prospectus  carefully  before  you  invest 

SPDRs  are  subject  to  risks  similar  to  those  of  stocks.  Investment  returns  will  fluctuate  and  are  subject  to  market  volatility,  so  that  an  investor' 
shares,  when  redeemed  or  sold,  may  be  worth  more  or  less  than  their  original  cost.  Past  performance  is  no  guarantee  of  future  results 

ALPS  Distributors,  Inn  a  registered  broker-dealer,  is  distributor  for  the  SPDR  Trust,  a  unit  investment  trust.  Standard  &  Poor's.  '  S&R  "  "S&l 

500.   'Standard  &  Pou  :  Hspositary  Receipts'"  and  ■  SPDRs"'  are  trademarks  of  The  McGravv-Hill  Companies,  inc..  and  have  been  licensed  for  uS' 

by  PDR  Services  LLC  a:  'erican  Stock  Exchange  LLC.  SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted  by  S&R  a  division  of  The  McGravv 

Hill  Companies,  Inc..  a  makes  no  representation  regarding  the  advisability  of  investing  in  SPDRs.  ©  2001  American  Stock  Exchange  LL( 


If  you  chose  false, 
congratulations! 
You're  savvy  enough  to 
invest  in  Spiders. 


If  you're  looking  at  ways  to  invest  in  the  S&P  500  Index™ 
compare  and  contrast  them  to  Spiders.  Spiders  are 
the  best  parts  of  a  stock  and  a  mutual  fund  all  pressed 
into  one  neat  little  package.  Each  share  you  buy  is  a 
portion  of  the  whole  basket  of  S&P  500®  stocks,  just  like  a 
traditional  index  fund.  And  with  Spiders,  the  management 
fees  and  taxes  are  very  low.  (One  capital  gain  of  nine 
cents  in  1996.  That's  it.*)  You  buy  and  sell  Spiders 
the  same  way  you  buy  stocks,  and  pay  your  usual 
commission.  And  they're  easy-in-easy-out,  allowing  you 
to  sell  anytime  without  a  penalty.  Spiders  (SPY)  are  one 
of  over  100  different  Exchange  Traded  Funds  listed  on 
the  American  Stock  Exchange,  making  it  possible  for 
you  to  spread  the  genius  all  over  your  portfolio.  Talk 
to  your  broker  or  financial  advisor  Or  to  get  more  details 
call  1-800-THE  AMEX  or  vlsIt  www.amex.com/SPY. 
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_  .  *  STANDING  BEFORE  SECURITIES  ANALYSTS  AT  HIS  OAK 
Brook,  111.  headquarters  in  late  October,  Chief  Executive  Jack  M. 
Greenberg  outlined  his  plan  "to  firmly  establish  McDonald's  as 
a  growth  company  of  the  21st  century."  How?  By  opening  more 
restaurants  abroad,  buying  back  $5  billion  worth  of  stock, 
increasing  its  dividend  by  4.7%  and  cutting  $100  million  in 
overhead.  After  trumpeting  those  plans  Greenberg  treated  his 
guests  to  lunch,  unveiling  new  menu  items  like  the  Onion 
McDouble  (grilled  onions  and  Swiss  cheese  atop  two  hamburger 
patties),  the  280  Burger  (one-third  pound  of  grilled  beef  with 
bearnaise  sauce  on  a  chiabatta  bun)  and  the  Sausage  McGriddle 

a  sausage  patty  served  between  griddle  cakes  with  baked-in 
maple  syrup). 

Apparently  the  analysts  found  Greenberg's  words  harder  to 
digest  than  his  food.  Some  rushed  to  trim  estimates,  putting 
likely  earnings  per  share  7%  below  last  year's  $1.46.  The  trend 
was  well  under  way  even  before  the  Sept.  1 1  terrorist  bombings, 
and  is  a  distant  cry  from  Greenberg's  promise  two  years  ago  to 
boost  profits  10%  to  15%  a  year.  This  should  be  McDonald's 
moment.  With  recession-friendly  food  prices,  its  powerhouse 
all-America  brand  and  reliable  double-digit  annual  sales  growth, 
the  golden  arches  ought  to  be  glowing  bright  on  Wall  Street. 

They're  not.  By  nearly  all  measures,  Greenberg  has  done  a 
poor  job  investing  McDonald's  profits  and  improving  its  opera- 
tions. Expensive  menu  and  cooking  changes  in  the  U.S.  have 
backfired,  driving  customers  away.  Underperforming  fran- 
chisees are  chipping  away  at  the  company's  storied  efficiencies. 
International  growth  has  stalled.  Two  promising  new  properties, 
the  revitalized  Boston  Market  and  the  hot  Chipotle  Mexican 
Grill,  are  still  too  small  to  turn  the  earnings  around. 

McDonald's  watchers  are  starting  to  doubt  whether  Green- 
berg, 59,  a  former  Ernst  &  Young  accountant,  is  capable  of 
putting  sizzle  back  into  the  old  Big  Mac.  His  problem:  how  to 
reinvigorate  a  company  buUt  around  rapidly  opening  new  stores. 


lion  sales  in  rent,  another  4%  in  royalties.  They  also  share  mar- 
keting costs  and  buy  some  of  their  supplies  fi-om  headquarters. 
As  much  as  20%  of  a  store's  top  line  goes  to  Oak  Brook. 

It's  a  great  profit  engine — between  1996  and  2000  U.S. 
restaurants  returned  an  eyelid-snapping  69%  on  invested  capi- 
tal, reports  Credit  Suisse  First  Boston — but  it's  a  growth  com- 
pany only  if  the  chain  can  add  stores.  With  a  total  10,342  units  in 
the  U.S.,  1,902  company-owned  and  8,440  franchised  (29,417 
worldwide),  McDonald's  has  run  out  of  room  to  grow.  This  year 
it  will  open  just  300  new  restaurants  in  the  U.S.,  a  far  cry  fi-om 
1995,  when  the  company  added  1,130  restaurants.  And  it  can't 
squeeze  much  more  from  existing  units:  Same-store  sales  have 
risen  an  average  1%  over  the  last  five  years,  with  cash  flow  firom 
operations  falling  8.3%  last  year  to  $2.75  billion  in  1999.  The 
greatest  opportunity  for  growth  lies  in  overseas  expansion.  But 
without  the  requisite  efficiencies  ft^om  these  operations  abroad, 
returns  on  invested  capital  over  the  same  1996-2000  period  were 
less  than  1%. 

Not  that  there  aren't  troubles  closer  to  home.  Corporate 
overhead  runs  91%  higher  than  at  Tricon  Global  Restaurants, 
which  owns  30,000  Taco  Bell,  Pizza  Hut  and  KFC  stores.  McDon- 
ald's spends  an  average  $45,400  to  operate  each  domestic  restau- 
rant and  $63,300  for  the  average  overseas  unit.  Inefficiencies 
abound  at  headquarters,  too,  despite  Greenberg's  "home  office 
productivity  initiative"  in  1998,  designed  to  bring  down  costs 
and  resulting  in  a  $160  million  pretax  special  charge.  In  October 
McDonald's  announced  it  was  taking  another  special  charge  of 
$175  million  to  $200  mOlion  in  the  fourth  quarter  of  2001  whOe 
dropping  500  to  700  employees. 

Investments  in  new  menu  items  aren't  paying  off.  The  BBQ 
Bacon  Crispy  Chicken,  for  instance,  is  a  flop — not  surprising 
from  a  company  that  hasn't  had  a  new  product  hit  since 
Chicken  McNuggets  in  1983.  Greenberg's  Made  For  You  pro- 
gram is  an  even  bigger  disaster.  The  idea  was  to  give  customers  a 


BY  MARK  TATGE  AND  BRANDON  COPPLE 


Just  when  McDonald's  should  be  thriving,  it's  starting  to 


lose  its  grip. 


The  business  model  was  pioneered  by  former  Tastee  Freeze  exec- 
utive Harry  Sonneborn,  the  chief  financial  officer  under  founder 
Ray  Kroc,  who  wisely  saw  that  McDonald's  success  would  come 
ft-om  its  real  estate,  not  its  fi-ies.  For  each  new  store  Sonneborn 
snatched  a  fi-anchisee's  deposit  for  a  down  payment  on  the  land, 
then  borrowed  the  rest  to  build  the  restaurant.  From  there  the 
company  could  sit  back  and  collect  rent  and  royalty  checks. 
Today  fi-anchisees  pay  around  12%  of  the  average  unit's  $1 .6  mil- 


freshly  cooked  meal  instead  of  a  burger  that's  been  soaking  in 
its  own  juices  under  a  heat  lamp.  Introduced  two  years  ago,  cost- 
ing $470  million  in  kitchen  retrofits,  the  program  hasn't  worked 
out.  Fresh  cooking  is  a  nice  idea  but  it's  not  what  Ray  Kroc  had 
in  mind.  People  go  to  McDonald's  because  it's  cheap,  pre- 
dictable and  fast.  Made  For  You  is  more  labor-intensive,  and 
franchisees  claim  it  slows  down  drive-through  times. 

The  bad  reviews  are  getting  around.  In  a  University  of  Michi- 
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MCDONALD'S 


Baogiorlhe  Burger. 


McDonald's  enjoys  terrific  returns  in  the  U.S.  But  the  cost  of  building  stores 
overseas  makes  it  tough  to  match  the  returns  of  major  consumer  brands. 

TESTA2  MONTHS 


Return  on  incremental 

Sales 

Operating 

.  P/E 

invested  capital' 

($bil) 

margin^ 

2002  est 

Kellogg 

100% 

$8.2 

18.3% 

21 

Kraft 

85 

32.0 

12.5 

24 

Pepsi 

75 

25.4 

21.3 

27 

Colgate  Palmolive 

75 

9.4 

19.6 

27 

General  Mills 

50 

72 

19.6 

17 

Procter  &  Gamble 

45 

39.0 

19.1 

21 

M(iD6nald's 

40 

14.7 

28.0 

18 

'  Incremental  growth  in  operating  profit  divided  by  the  capital  spent;  CSFB  estimate.  ^Earnings  before  interest,  taxes, 
depreciation  and  amortization  divided  by  sales. 

Sources:  Market  Guide  via  FactSet  Research  Systems:  Credit  Suisse  First  Boston. 

gan  survey  ranking  customer  satisfaction  at  the  three  biggest  burger 
chains,  McDonald's  trailed  Wendy's  and  Burger  King,  continuing 
a  seven-year  decline.  Consumers  complained  about  service,  "sloppy 
burgers  and  pictures  in  advertisements  that  don't  resemble  the  real 
food."  In  a  survey  of  drive-through  restaurants,  McDonald's 
ranked  22nd  out  of  25  fast-food  chains  in  order  accuracy. 

Franchisees  are  starting  to  smolder.  Told  that  the  retrofitting 
for  Made  For  You  would  run  $25,000  per  store,  with  McDonald's 
picking  up  half  the  cost,  one  store  operator  says  the  actual  cost 
was  up  to  $185,000.  "It  has  not  produced  any  new  profits  for  us," 
says  Michael  Muntzel,  a  Little  Rock,  Ark.  franchisee  who  runs 
four  McDonald's  restaurants.  McDonald's  declines  to  comment. 

Now  the  franchisees  have  new  cause  for  resentment.  Starting 
first-quarter  2002,  Greenberg  is  sending  in  undercover  agents, 
posing  as  customers,  to  give  every  store  the  white-glove  treat- 
ment. Using  a  grading  or  scoring  system,  the  2,500  franchisees 
will  be  rated  on  quality  of  service,  cleanliness,  accuracy  and  speed. 
The  home  office  will  work  to  help  all  the  stores  get  a  better  grade. 
But  word  among  store  owners  is  Greenberg  is  looking  for  a  sys- 


"We  have  our  biggest 
jMtential  outside  the 
U.S^^:  Micky  D  Chief 
Jack  Greenberg. 


tematic  way  to  wee 
out  underperformini 
operators — eventually  buying  out  c 
selling  off  up  to  20%  of  the  franchises. 

Greenberg  adamantly  denies  this  alle 
gation.  "I  believe  strongly  that  we  shoul 
grow  mostly  with  our  existing  owner 
operators,"  he  says. 

WhUe  he's  grappling  with  operatiouc 
problems  at  home,  Greenberg  migh 
rethink  how  McDonald's  is  investing  it 
profits  overseas.  Despite  being  the  driver  c. 
top-line  growth,  international  store  open 
ings  haven't  produced  healthy  return 
Between  1996  and  2000  the  company  spen 
$4.7  billion  in  Europe,  Latin  America  and  the  Pacific — resultin 
in  $37.7  million  in  additional  operating  income,  according  to  ai 
analysis  by  CSFB.  For  the  nine  months  ended  Sept.  30,  sales  wer 
down  2%  in  Europe,  5%  in  Asia/Pacific  and  flat  in  Latin  Ameria 
During  the  third  quarter  of  2001,  McDonald's  took  an  $84  mi 
lion  aftertax  charge  related  chiefly  to  the  closing  of  1 54  under 
performing  stores  in  international  markets. 

None  of  this  has  deterred  Greenberg  from  expandin; 
abroad.  "We  have  our  biggest  potential  in  McDonald's  cor 
brand  and  clearly  the  vast  majority  of  it  is  outside  the  Unitec 
States,"  he  says.  Next  year  he  plans  to  open  1,000  restaurants  oi 
foreign  soil,  down  from  1,100  this  year. 

There's  plenty  of  potentially  profitable  work  stateside — in  de 
veloping  the  so-called  partner  brands,  which  now  contribute  a  mi 
nuscule  8%  of  total  revenues.  Greenberg  has  done  a  phenomena 
job  turning  around  Boston  Market,  the  roast-chicken-mashed 
potatoes  chain  bought  last  year  for  $176  million.  He  took  a  bank 
rupt  operation  losing  an  estimated  $100  million  before  interest  anc 
taxes  and  turned  it  into  a  winner  This  year  the  674-store  chickei 
chain  should  net  $300  million  before  interes 
and  taxes  after  closing  about  100  stores. 

Why  can't  the  same  attention  ht 
brought  to  Chipotles,  whose  gourmet  bur 
ritos  are  popular  with  the  young-adul 
crowd  that  has  all  but  abandoned  McDon 
aid's?  Greenberg  has  opened  only  12" 
Chipotles  in  the  four  years  since  he  acquirec 
the  chain.  And  what  of  Pret  A  Manger,  £ 
115-unit  prepackaged  sandwich  chain 
which  is  posting  double-digit  sales  growth  ir 
the  U.K.?  Applying  the  good  old  Sonneborr 
real-estate  formula  to  these  businesses- 
most  of  them  company-ovraed — would  be 
a  way  to  mint  cash  and  grow  like  the  devil 
"We  want  to  make  sure  we  have  the  righl 
formula  before  we  expand,"  says  Greenberg 
Is  he  intimidated  by  the  menu  flops  al 
the  original  chain?  It  would  be  the  wrong 
lesson  to  draw  from  that  experience.  F 
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Right  now,  your 
best  wealth  management 
strategy  may  be  to  protect 
what  youVe  built. 


At  Prudential  Financial,  we  understand  how  this  market  can  make 
you  feel.  All  that  you've  worked  for,  all  the  wealth  you've  spent  years 
cuhivating,  seems  vulnerable.  In  times  like  this,  it  makes  sense  to  stop, 
take  stock  of  your  wealth — and  make  sure  it's  built  to  last.  We  have 
a  unique  perspective  on  financial  security.  Because  we're  specialists 
in  growing  and  protecting  wealth. 


A  more  complete 
approach  to  wealth 
management 

Today,  achieving  financial 
security  is  a  two-sided 
effort:  growing  your 
assets,  and  protecting 
what  you've  built.  With 
decades  of  experience  in 
both  asset  management 
and  insurance,  Prudential 
is  creating  new  and  more 
powerful  ways  to  grow 
and  protect  wealth. 


investment  risk  management,  when 

the  market  changes,  you  need  a  financial 
plan  that  can  change  with  it.  Prudential's 
sophisticated  planning  software  uses  a 
personalized  risk/reward  profile  and 
historical  investment  analysis  to  create 
individualized  asset  allocations  for  meeting 
each  of  your  financial  goals.  With  this  tool, 
you  can  evaluate  investment  results  and 
adjust  your  portfolio  as  needed. 

Tax  protection.  The  new  tax  legislation 
provides  important  new  ways  to  protect 
the  money  you've  earned.  Your  Prudential 
professional  will  show  you  how  you  can 
benefit  now.  We'll  also  share  proven  strategies 
for  tax-smart  investing,  and  help  you  realign 
your  portfolio  for  better  tax  protection. 

Estate  protection.  Wealth  isn't  just 
about  living  well  in  the  present.  It's  about 
your  children — and  their  children — 
enjoying  the  benefits.  At  Prudential, 


we  have  experience  in  complex  wealth 
transfer  situations  like  trusts,  gifting 
strategies,  and  business  continuation 
planning.  So  you  can  count  on  us  for 
sound  guidance  and  smart  solutions. 

Life  insurance  protection,  with 

125  years  of  experience  in  life  insurance. 
Prudential  delivers  superior  under- 
writing capabilities,  including  special 
undenvriting  for  special  needs,  and 
higher  face  values  for  affluent  clients. 

Are  you  protected?  Find  out. 

Prudential's  licensed  financial 
professionals  can  help  you  analyze 
your  wealth  protection  needs  and 
pinpoint  areas  for  improvement. 

1-800-THE-ROCK 

ext.  5631 

or  visit  us  at:  prudential.com 


Prudential  (£  Financial 

Crowing  and  Protecting  Your  Wealth'" 

ttier  Prudential  nor  its  affiliates  are  legal  or  tax  advisors.  Insurance  products  ore  issued  by  The  Prudential  insurance  Compony  of  America,  751  Brood  Street,  Newark,  NJ  07102,  and  its  affiliates.  Securities  products  and 
ices  offered  tfirough  Pruco  Securities  Corporation,  751  Broad  Street,  Newark,  Nj  07102,  Prudential  Securities  Incorporated,  199  Woter  Street,  New  York,  NY  10292,  and  Prudential  Investment  Manogement  Services 
,  Three  Gatewoy  Center,  1 4th  Floor,  Newark,  NJ  07 1 02,  members  SIPC.  All  are  Prudenhal  companies.  Prudential  Financial  is  o  sen/ice  mark  of  The  Prudenhal  Insurance  Company  of  America,  Newark,  NJ  and  its  ai'iSiotes. 


Card  Player 


Thanks  to  loose  banking  regulations,  the  Feds  may  be  partly 
on  the  hook  for  shaky  credit  card  giant  Providian  Financial. 


Exile  or 
Main  Stre 
Providiar 
Tilton,  N. 
bank. 


BY  JOHN  GORHAM 

THE  PROVIDIAN  NAnONAL  BANK 
of  Tilton,  N.H.  (pop.  3,500)  has 
its  headquarters  in  a  turn-of- 
the-century  brick  building  at 
the  end  of  the  aging  mill  town's 
Main  Street.  Nearby  is  a  flower 
shop,  fiirther  up  is  Pauli's  Bakery  &  Restau- 
rant. On  Saturdays,  the  bank  opens  up  its 
parking  lot  to  a  farmers'  market. 

Though  one  might  expect  to  find 


Jimmy  Stewart  behind  the  teller's  cage, 
Providian  National  is  no  ordinary  small- 
town bank.  Unbeknownst  to  the  citizens 
of  Tilton,  it  has  piled  up  $13.5  billion  in 
federally  insured  deposits,  mostly  certifi- 
cates of  deposit.  That's  just  about  half  the 
deposits  of  the  entire  New  Hampshire 
banking  industry. 

The  sources  of  those  deposits  are  Wall 
Street  brokers  flogging  CDs  to  their  clients. 


Providian's  Web  site  and  toll-free  number 
advertised  in  newspapers.  The  deposits  i 
turn  are  used  to  fund  the  giant  subprirr 
credit  card  machine  of  the  bank's  farawa 
owner,  Providian  Financial  of  San  Francisa 
Most  of  the  town  has  only  a  vague  ide 
of  what  the  bank  does.  But  with  the  ecor 
omy  in  a  tailspin  and  Providian  Financi; 
in  turmoil,  bank  regulators  are  all  to 
familiar  with  the  Tilton  operation  and  ii 
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outsized  balance  sheet.  In 
October  Providian  Financial 
suspended  the  business  of 
lending  to  people  with  lousy 
credit  because  of  big  increases 
in  loss  rates.  The  company 
took  a  $271  million  charge  to 
increase  loan  provisions  and 
vs^rite  off  uncollectible  fees  and 
said  loss  rates  for  its  riskiest 
loans  could  reach  20%. 

Providian  has  seen  its  debt 
ratings  cut  to  junk,  its  stock 
collapse  95%  to  $3  a  share  in 
the  last  five  months  and  its 
chairman  resign.  Regulators 
are  watching  closely.  The 
Tilton  bank,  together  with  a 
Providian  bank  in  Utah,  rep- 
resents $16  billion  in  deposits, 
a  portion  of  which  federal 
insurers  could  be  on  the  hook 
for,  says  Bradley  Ball,  a  Pru- 
dential Securities  specialty 
finance  analyst.  That  sum 
comes  to  half  of  Providian's 
total  credit  card  receivables. 

Providian  isn't  the  only 
company  to  use  FDIC-insured 
deposits  to  extend  loans  to 
weak  borrowers.  Banks  and 
thrifts  (including  Citigroup 
and  Washington  Mutual)  have 
mmmm  been  encroaching  on  the  sub- 
^^^^  prime  sector  in  recent  years. 
3ut  Providian  is  one  of  a  handful  of  sub- 
L)rime  credit  card  issuers  and  consumer- 
inance  outfits  that  have  exploited  their 
iccess  to  FDIC-insured  deposits  by  using 
special  "nonbank  bank"  or  credit  card 
?ank  subsidiaries,  while  avoiding  restric- 
tive bank  holding  company  regulations. 

"Deposits  give  us  an  enormous 
imount  of  flexibility  and  frankly,  it's  a 
.'ery  good  financial  source.  It's  inexpen- 
sive funding,"  says  Jack  Carsky,  vice  pres- 
ident of  Providian's  investor  relations. 

Like  Providian,  subprime  lenders 
iuch  as  Capital  One,  Metris  and 
SlextCard  have  increasingly  used  govern- 
nent-insured  deposits  as  a  funding 
iource.  Their  "banks"  are  often  little  more 
han  office  suites  or  call  centers  in  lax 
asury-law  states  such  as  Arizona,  New 
Hampshire  and  South  Dakota.  But  none 


of  these  issuers  has  any  more  than  28%  of 
receivables  funded  by  insured  deposits, 
according  to  SNL  Securities.  NextCard,  a 
subprime  Internet  outfit  founded  by  for- 
mer Providian  executives,  had  $500  mil- 
lion of  deposits  representing  28%  of 
receivables  when  it  was  forced  by  regula- 
tors to  put  itself  up  for  sale  in  October. 

The  tiny  Tilton  bank  that  helped  fuel 
Providian's  meteoric  growth  since  it  went 
public  in  1997  has  a  history  as  old  as  the 
town   (a  point  that  Providian  has 
stretched  in  its  marketing  hype  to  inject  a 
sense  of  tradition  into  its  sub- 
prime  business).  Formed  in 
1853,  it  received  a  charter  in 
1865 — one  of  the  first — from 
the  then-new  Office  of  the 
Comptroller  of  the  Currency. 

In  1981  the  pipsqueak  bank 
was  acquired  by  a  blandly  named 
consumer  finance  company 
called  First  Deposit  Corp.  First 
Deposit,  majority-owned  at  the 
time  by  Parker  Pen,  was  run  by 
financial  services  guru  Andrew 
Kahr,  who's  credited  with  de- 
signing Merrill  Lynch's  hugely 
successfiJ  cash  management  ac- 
count. Kiihr  had  been  developing  computer 
formulas  that  identified  profitable  credit  card 
customers,  those  most  likely  to  run  up  big 
balances  and  pay  them  oft"  with  interest.  Now 
he  needed  a  bank  to  test  out  his  theories.  The 
one  in  Tilton  would  do. 

Kahr  renamed  the  bank  First  Deposit 
National  Credit  Card  Bank.  Applying  the 
same  creative  approach  to  regulation  he 
used  in  creating  the  cash  management 
account,  Kahr  successfully  argued  to  bank 
regulators  that  First  Deposit  National 
shouldn't  be  classified  as  a  bank,  because 
it  only  made  consumer  loans,  not  com- 
mercial loans.  That  meant  Kahr's  creation 
could  avoid  being  regulated  as  a  bank 
holding  company,  but  still  have  most  of 
the  powers  of  a  bank. 

Regulators  may  have  only  themselves 
to  blame  if  Providian  blows  up.  When 
Congress  changed  its  definition  of  a  bank 
in  1987  to  close  that  loophole,  it  grandfa- 
thered First  Deposit's  exemption.  But 
lawmakers,  just  beginning  to  realize  the 
extent  of  the  savings-and-loan  debacle, 
inserted  a  caveat.  First  Deposit,  as  well  as 


the  other  companies  grandfa 
the  new  law,  couldn't  expar 
base  by  more  than  7%  a  yeai 
Parker  Pen  sold  First  De 
tucky  insurer  Capital  Holt 
Holding  eventually  spun  off 
in  1 997  as  the  newly  named 
In  1996  Congress  repe 
cap,  and  Providian  went  to  t 
one  nine-month  stretch  in  1 
ian  National's  deposit  base 
$10.5  billion. 

"Where  you  have  financ 

Too  Much  of  a  Good  Thir 


Providian  has  been  the  most  aggressive 
deposit  funding  among  consumer  finan 

Deposits/Managed 

Providian  Financial^ 
Capital  One  Financial 
NextCard 
MBNA 
Discover  Bank 
Metris 

Household  International 

Conseco  Finance^ 

'Data  as  of  9/30/01,  except  for  Household  and  Discover  B; 
of  6/30/01.  ^Deposit  data  for  Conseco  Inc.;  Conseco  Finan 
posits  on  its  balance  sheet.  Source:  SNL  Securities. 


that  have  bank  charters,  you 
cost-effective  funding,"  says 
Thomas  Abruzzo.  "However 
ing  by  the  whims  of  the  regu 
the  extent  that  they  don't  lil 
ness  is  shaping  up — perforr 
agement  or  practices — they 
things  pretty  quickly." 

With  about  $4  billion 
other  liquid  assets,  Providian 
ger  of  a  liquidity  crunch  just 
at  least,  regulators  are  suspe 
ment.  "It's  really  hard  to  pi 
going  to  happen  v/hen  a  rec 
says  Mark  Schmidt,  associat 
the  FDIC's  Division  of  Super 

But  if  the  attitude  in  1 
indication,  Providian  has  its 
for  it.  The  town  moved  itj 
another  bank  a  few  years  aj 
vidian  refused  to  pay  Tiltoi 
interest  on  its  deposits  of  ; 
checks.  Says  Town  Admini; 
MacKinnon:  "I  think  the  to 
should  be  at  a  local  bank  inst 
ifornia  bank.  That's  just  my  ( 
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Doing  five  things  at  once  is  no  big 
deal  to  me.  Except  when  four  of 
them  don't  make  my  company 
more  profitable.  So  when  the  time 
came  to  build  a  new  system  to 
move  our  business  forward,  I  knew 
it  was  also  time  to  allow  someone 
else  to  handle  maintaining  our 
existing  systems.  Was  it  hard  to  let 
that  all  go?  Not  really.  I  work  in  IT. 
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Fujrrsu 

THE    POSSIBILITIES    ARE  INFINITE 


www.fujitsu.com 


Backseat  Driver  By  Jerry  Flint 

Time  to  Praise  GM 


FOR  YEARS  I  HAVE  BEEN  AN  UNRELENTING  CRITIC  OF 
General  Motors  and  the  management  team  of  Jack 
Smith  (now  chairman  of  the  board)  and  Rick  Wag- 
oner Jr.,  the  chief  executive  officer  since  June  kist  year. 
My  predictions  of  GM's  long  and  deep  decline  in  mar- 
ket share  were  correct. 

But  in  recent  months  GM  has  made  three  excellent  moves 
that  deserve  recognition  and  praise. 

1.  Trucks.  GM  was  terribly  late  in  seeing  the  trend  to  trucks 
but  has  come  back  with  breathtaking  speed.  It  has  recaptured 
truck  leadership  from  Ford  with  a  stampede  of  new  and  very 
good  trucks.  Better  yet,  GM 
seems  to  have  relearned  the 
game  it  had  forgotten. 

Here  is  what  I  mean: 
The  company's  best  truck  plat- 
form— the  skeleton  upon  which 
the  truck  is  built — is  the  T800. 
It's  used  on  the  big  Chevy  Silver- 
ado and  GMC  Sierra  pickups, 
plus  the  really  big  Suburban 
sport  utility  vehicles,  the  Chevy 
Tahoe  and  GMC  Yukon.  In  a 
good  year  these  high-profit 
models  can  add  up  to  1.5  mil- 
lion vehicles  to  GM's  sales  count. 

But  GM  is  adding  still  more 
models  to  this  T800  base. 
There's  the  new  Chevrolet 
Avalanche,  a  half-Suburban/ 
half-pickup,  which  might  sell  100,000  a  year  (at,  say,  $36,000 
each).  There's  the  new  $50,000  Cadillac  version  called  the 
Cadillac  Escalade  EXT  about  to  go  on  sale,  and  in  a  year  there 
will  be  the  Hummer  H2. 

This  is  the  way  to  make  money  in  the  auto  business:  lots  of 
high-priced  vehicles  off  a  common  platform,  which  holds  down 
costs.  I  had  thought  the  demand  for  these  big  T800  vehicles 
would  drop.  I  was  wrong.  The  recent  slump  in  gasoline  prices 
makes  the  purchase  of  weighty,  low-mileage  vehicles  all  the 
more  plausible. 

GM  also  has  it  right  with  its  medium-size  sport  utilities.  The 
Chevy  Trailblazer  and  GMC  Envoy  are  now  competitive  with 
Ford's  Explorer,  after  years  of  inferiority.  GM  has  two  small  SlA'^s 
coming  early  next  year  to  strengthen  its  hand  in  this  weak  area, 
and  a  third  in  the  works.  The  Buick  Rendezvous,  the  new 
"crossover"  (a  vehicle  that  combines  the  less  bumpy  ride  of  a 
sedan  and  some  of  the  ruggedness  of  a  sports  utility  vehicle), 
sold  6,491  in  October  and  looks  like  a  moneymaker. 
There  is  more  good  stuff  on  the  way,  like  a  new  small 


Offering  zero- 
percent  financing 

was  a  brilliant 
move.  And  it's  only 
one  sign 
that  the  world's 
biggest  car 
company  is 
finally  waking  up.  " 


pickup  in  another  year. 

2.  The  hiring  of  Rob 
Lutz.  Yes,  it  is  an  admission 
Wagoner  and  his  import 
managers  that  they  need  he 
but  that  takes  courage.  Lutz,  ( 
the  former  Chrysler  preside 
now  GM  vice  chairman 
charge  of  creating  the  cars  a 
trucks,  and  all  North  Americ 
operations  as  well,  won't  chan 
the  line  of  a  fender  for  yea 
Hut  he  has  won  his  first  power  struggle  with  the  resignation 
Ron  Zarralla,  the  president  of  North  American  operations  a 
apostle  of  the  despised  brand  marketing.  There  is  an  enormo 
positive  internal  effect:  Lutz  plants  a  flag  at  GM  for  all  prodt 
people  to  rally  behind  and  creates  an  aura  of  victory  to  con 
Three  cheers  for  Rick  Wagoner  for  this  move. 

3.  Zero-percent  financing.  Here  I  really  take  my  hat  off 
GM.  The  auto  business  was  in  danger  of  coming  to  a  compk 
halt  after  Sept.  11.  This  might  have  triggered  a  nationwide  cc 
lapse  much  deeper  even  than  the  plunge  we  are  seeing  now.  G 
stopped  such  a  potential  disaster  with  zero-percent  financir 
with  Ford  and  Chrysler  following.  The  car  business  kept  rollir 
It's  possible  that  all  those  car  and  truck  sales  just  pulli 
business  forward  and  vehicle  sales  will  stop  when  the  zero-pe 
cent  money  stops.  Even  if  that  is  true,  GM,  by  sacrificing  its  pre 
its,  kept  the  factories  and  industry  going  in  a  time  of  natior 
crisis.  It's  even  possible  that  by  its  dramatic  move  GM  broke  tl 
back  of  the  downturn.  Yes,  there  is  a  recession,  but  just  mayl 
GM  stopped  a  depression. 

What's  good  for  America  is  good  for  General  Motors.  Ai 
here's  my  salute. 

Is  everything  fine  at  GM? 

No.  The  organization  still  doesn't  work.  GM  continues 
pursue  the  failed  policy  of  foreign  alliances — meaning  taking 
share  of  such  companies  as  Isuzu,  Subaru,  Suzuki,  Saab  ar 
now  Korea's  Daewoo.  This  has  cost  GM  billions  of  dollars  and 
has  little  to  show  for  it.  Overseas  operations  are  weak,  partici 
larly  the  once-strong  GM  of  Germany  (Opel).  In  the  U.S.  its  ca 
are  generally  unattractive  and  technically  behind  the  compet 
tion.  Even  Bob  Lutz  can't  change  this  overnight. 

GM  isn't  out  of  the  woods  yet.  But  its  leadership  may  ha^ 
learned  from  its  mistakes.  Market  share  may  climb  over  the  ne: 
few  years  if  competitors  like  Chrysler  and  Ford  keep  sliding.  Tl 
giant  is  awake  now.  You  know  what  they  say  about  giants:  bett< 
to  let  them  sleep.  When  they  wake  up,  they  get  dangerous.  I 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1958.  Find  past  columns  at  www.forbes.com/flint. 
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BioteGhnoloqy 


From  InfgrmatiQn  tQ,)<J3Q)A/ledge 


by  Karl  Thiel 


The  human  genome  —  that  nearly  endless  string  of  A,  G,  C  and  T  — 
seerhed  to  be  on  everyone's  lips  for  a- heady,  few  months  between 
1999  and  2000.  The  turn  of  the  century  ushered  in  record  numbers 
of  IPOs  for  biotech  stocks,  not  to  mention  double-,  triple-  and  even 
quadruple-digit  increases  in  stock  valuation  for  some  "genomics"  compa- 
nies. Now,  in  the  tech  slowdown  of  2001 ,  it's  hardly  surprising  that  investors' 
feverish  imaginations  have  come  somewhat  back  down  to  earth.  The  20th 
century  is, going  to  be  a  hard  act  to  follow,  after  all. 


ADVERTISEMENT  2 


But  the  architects  and  insideraof  the  biotechnology  industry  insist 
that  the  advances  of  the  twentieth  century  have  merely  set  the 
stage  for  what  is  yet  to  come.  In  fact,  industry  supporters  and  critics 
alike  have  dubbed  this  "The  Biotech  Century"  in  anticipation  of  some 
stunning  scientific  advances. 


Biotechnology  has  not  only  meant  new 
technologies,  but  also  a  new  way  of  doing 
things.  In  the  past  25  years,  a  handful  of 
upstart  connpanies  have  challenged  the 
giants  of  the  pharmaceutical  industry,  prov- 
ing not  just  that  advances  in  genetic  engi- 
neering and  biology  can  be  used  to  make 
new  medicines,  but  that  a  better  under- 
standing of  life's  functions  and  dysfunctions 
will  lead  us  to  better  disease  treatments. 

That's  a  big  change  from  the  way  things 
used  to  work.  While  the  first  gen- 
eration of  biotech  companies  was 
showing  that  recombinant  pro- 
teins —  manufactured  to  exactly 
mimic  the  body's  natural  chem- 
istry —  could  become  block- 
buster products,  established  drug 
companies  were  stuck  in  an  older 
paradigm.  They  screened  libraries 
of  compounds  against  a  handful 
of  known  cellular  targets,  hoping 
to  find  a  chemical  bullet  that 
knocked  out  disease,  but  often 
not  understanding  why  com- 
pounds failed  or,  for  that  matter, 
why  they  succeeded. 

Biotechnology  promised  to 
replace  trial  and  error  with  ratio 
nal  drug  design.  That  epiphany  ral- 
lied a  generation  of  young,  entrepreneur- 
ial scientists  who  populated  new  startups. 
But  It  also  shot  straight  to  the  heart  of  the 
old  guard. 

Hence,  the  line  between  biotech  and 
pharmaceutical  companies  has  grown 
blurry  over  the  last  decade;  on  the  one 
hand,  biotechs  like  Genentech  and  Amgen 
earn  billions  of  dollars  in  revenues,  placing 
them  on  a  level  with  some  small  pharma- 
ceutical companies  of  much  longer  lin- 
eage. On  the  other  hand,  every  major 


pharmaceutical  company  now  uses  the 
tools  of  biotechnology  —  combing  through 
the  human  genome  to  better  understand 
where  the  next  blockbuster  drug  might 
come  from,  manipulating  genes  in  both 
cells  and  experimental  animals  to  learn 
more  about  the  cellular  functions  they 
intend  to  manipulate  with  new  medicines. 

But  the  secret  to  better,  faster,  cheaper 
medicines  is  not  just  technology,  but  how 
you  use  it 


The  Cell  Assay 

\LabChlp®. 
together  with 
the  Agilent  2100 
Bloanalyzer, 

/is  now  able  to 
perform  simple  . 
flow  cytometric 
analysis.  .• 


Turning  Information  into  Knowledge 

Nalini  Murdter  gives  credence  to  this 
point  when  she  talks  about  driving  tech- 
nological progress  through  a  "convergence 
of  multiple  disciplines."  Murdter  is  senior 
director  of  strategic  business  development 
at  Agilent  Technologies,  the  testing  and 
measurement  equipment  spin-out  of 
Hewlett-Packard.  She  has  found  that  man- 
aging technology  is  just  as  important  as 
acquiring  it  when  it  comes  to  maintaining 
a  competitive  edge. 


The  life  sciences,  like  much  of  moi 
life,  have  been  plagued  by  the  basic 
lem  of  too  much  information,  too 
knowledge.  The  widely  publicized  c 
phenng  of  the  human  genome  last  ye 
a  case  in  point:  Investors  snappec 
stocks  in  companies  involved  in 
sequencing  project  and  related  efforts, 
to  lose  interest  when  they  realized  re\ 
tionary  medicines,  diagnostics,  crops 
other  products  were,  for  the  most  part 
years  away.  More  than  three  billion  As 
Cs  andTs  put  into  proper  order  repres 
many  large  encyclopedias  of  informa 
but,  all  alone,  offer  no  real  knowledge 
The  experiments  necessary  to  glean 
knowledge  require  a  lot  of  repetitive  si 
—  prepanng  samples,  measu 
chemicals,  conducting  clean  r 
tions  and  reading  results.  Th 
days,  that  approach  to  labv\ 
raises  more  than  simple  issue 
tedium  (and  the  inevitable  r 
takes  that  come  from  human 
ings).  Turning  massive  amount 
data  into  knowledge  can  m 
conducting  essentially  ident 
experiments  over  and  over  tf 
sands  of  times.  That's  just 
time-consuming  using  traditic 
experimental  methods. 

When  Agilent  was  spun 
in  1999,  it  inherited  fr 
Hewlett-Packard  a  long-stanc 
franchise  in  high-performar 
liquid  chromatography 
mass  spectrometry  systems  —  bi 
nesses  HP  had  been  in  since  the  197 
Sales  of  this  R&D  and  manufactur 
equipment,  which  helps  research 
separate,  purify  and  identify  varic 
compounds,  provide  healthy  revenue 
the  company.  But  some  of  the  m 
exciting  growth  prospects  for  Agilf 
come  from  newer  technologies  t 
allow  researchers  to  do  a  broad  range 
experiments  in  a  high-speed  seria 
massively  parallel  fashion. 


.agilentcom 


The  race  for  the  cure  is  a  slow,  grueling,  full-length 
marathon.  There's  a  lot  of  ground  to  cover.  And  the 
answers  could  be  anywhere.  With  disease  and  drug 
discovery  technologies  from  Agilent,  researchers 
can  analyze  genes  and  proteins  to  discover  causes 
and  cures  faster  than  ever  before.  Quickly  getting 
treatment  to  those  who  need  it  most.  Making 
the  marathon  more  like  a  100-meter  dash. 


Agilent  Technologies 


dreams  made  reai 
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Inkjet  Technology  Put  to  Work  in  the  Lab 

Fortuitously,  Agilent  had  access  to  a  fan- 
tastic technology  —  in  fact,  one  that  had 
long  been  hugely  profitable  for  HR  It  was 
the  inkjet,  a  device  that  can  spot  down  tiny 
volunnes  of  ink  in  very  precise  locations. 
Life  sciences  researchers  realized  this 
technology  could  be  used  to  deposit  more 
than  just  ink.  For  instance,  it  could  pre- 
cisely align  tiny  volumes  of  nucleic  acids, 
creating  "microarrays"  that  researchers 
could  use  to  identify  unknown  bits  of  DNA 
and  genes  by  testing  an  unknown  analyte 
against  thousands  of  probes  in  parallel. 
These  arrays  have  already  become  a 
widely  used  research  tool,  helping  scien- 
tists to  figure  out  what  genes  are  involved 
in  specific  illnesses. 

Agilent's  2100  Bioanalyzer,  developed  in 
conjunction  with  CaliperTechnologies  of 
Mountain  View,  Calif.,  offers  a  way  of  rapid- 
ly and  efficiently  conducting  serial  experi- 
ments. They  call  It  "Lab-on-a-Chip"  tech- 
nology, because  it  offers  a  platform  for 
performing  a  range  of  experiments  in  the 
miniaturized  footprint  of  a  glass  wafer. 
Instead  of  test  tubes  and  pipettes  being 
manipulated  by  all-too-human  hands,  the 
2100  Bioanalyzer  automatically  pipes 
chemicals  through  tubes  smaller  than  a 
hair's  width  in  diameter,  using  tiny  electri- 
cal charges  to  guide,  separate  and  mix 
fluids  and  conduct  reactions.  Experiments 
take  place  on  a  disposable  chip,  so  the 
only  limitation  on  the  kinds  of  assays  the 
core  machine  performs  is  the  kinds  of 
chips  that  are  designed  for  it. 

"To  be  a  successful,  large  life  sciences 
company  today,  you  need  multiple  tech- 
nology platforms  and  you  have  to  be  able 
to  leverage  them  into  multiple  application 
spaces,"  says  Murdter  "Life  science  today 
isn't  just  biochemistry;  it  is  instrumenta- 
tion, software,  biology,  chemistry  and  the 
reagents  that  go  with  it." 

That  strange  confluence  of  biology, 
chemistry,  computer  science,  physics, 
electronics  and  other  fields  has  made  for 


some  strange  bedfellows.  We  can  assume 
the  continuing  hegemony  of  the  comput- 
er over  other  R&D  tools  will  have  an 
impact.  It's  hard  to  predict,  however,  who 
the  future  pioneers  of  biotechnology  will 
be.  Agilent  now  sells  equipment  to  clients 
that  HR  in  the  1970s  never  would  have 
dreamed' of.  In  addition  to  the  obvious 
pharmaceutical  and  biotech  clients,  Mur- 
dter notes,  "we  are  finding  a  lot  of 
demand  on  the  agncultural  research  side." 

New  Technology 

With  Life-Saving  Potential 

Reassessing  the  full  potential  of  a 
technology  is  not  merely  an  exercise  for 
large,  established  companies  trying  to 

"To  be  a  successful,  large 
life  sciences  company  today, 
you  need  multiple  technology 
platforms  and  you  have  to  be 

able  to  leverage  them  Into 
multiple  application  spaces," 
says  Nadine  Murdter,  Senior 
Director  of  Strategic  Business 
Development,  Agilent. 

think  in  new  directions.  At  Ribozyme 
Rharmaceuticals,  Inc.  (RPI)  in  Boulder, 
Colo.,  researchers  are  developing  a  new 
class  of  drugs  based  on  a  Nobel  Rrize- 
winning  discovery  that  could  offer  a  truly 
unprecedented  means  of  treating  dis- 
ease. But  in  the  cash-hungry  field  of  drug 
development,  where  discoveries  take 
years  and  hundreds  of  millions  of  dollars 
to  develop,  RRI  President  and  Chief  Exec- 
utive Officer  Howard  Robin  realized  that 
the  company's  platform  technology  could 
be  leveraged  beyond  its  current  scope. 

The  DNA  in  our  cells  is  there  to  make 
proteins  in  the  right  way,  in  the  right 
amount,  at  the  right  time.  Needless  to  say, 
the  production  of  proteins  is  vital  to  the 


growth  and  maintenance  of  life;  howe 
in  some  cases,  the  production  of  prott 
may  lead  to  harmful  effects.  To  mak 
protein,  DNA  copies  its  code  into  Rl 
which  acts  as  a  messenger,  translal 
the  code  into  proteins.  RPI  works  v 
ribozymes,  molecules  that  search  out  s 
cific  strings  of  RNA  and  destroy  thf 
Since  we  know  that  certain  proteins  . 
viruses  have  deleterious  effects,  inter 
ing  with  the  production  of  these  protf 
or  replication  of  these  viruses  potenti 
could  treat  many  diseases. 

Over  the  last  few  years,  RPI  scient 
have  engineered  these  molecules 
specifically  recognize  faulty  or  unwan 
RNA.  These  developments  have  led 
company  to  develop  several  drug  car 
dates,  including  Heptazyme^'^  (a  pot 
tial  treatment  for  hepatitis  C),  Herzym 
(a  potential  treatment  for  breast  i 
ovarian  cancer)  and  Angiozyme™ 
antiangiogenenic  for  the  treatment 
metastatic  cancers).  Both  Heptazy 
and  Angiozyme  are  currently  in  Phas 
human  clinical  trials. 

Robin  realized,  however,  that  ribozyn 
could  be  used  for  much  more.  Shortly  a 
becoming  CEO  m  July  of  this  year, 
decided  to  expand  the  company's  focu; 
include  diagnostic  and  pharmacogenor 
applications  of  the  ribozyme  technolc 
To  this  end,  RPI  scientists  have  enginee 
a  new  type  of  ribozyme,  the  alloste 
ribozyme.  Allostenc  ribozymes  are  mc 
cules  that  cleave  a  specific  RNA  target, 
only  in  the  presence  of  another  molec 
such  as  a  protein,  nucleic  acid  or  sn 
molecule.  Researchers  had  demonstra 
this  principle  in  the  lab,  and  Robin  rec' 
nized  that  this  application  of  ribozyn' 
could  mean  an  explosion  of  diagnos 
products  that  work  in  a  matter  of  minut 
research  tools  that  correlate  the  activitv 
genes  and  proteins  with  specific  diseas 
and  more. 

If  RPI's  drugs  prove  successful  in  clini 
trials,  they  will  bring  much-needed  bene 
(continued  on  page 


Biotechnology 
researchers  call  it 
"golden"  rice. 

For  the  color. 
For  the  opportunity. 

"When  mothers  and  their  children  eat 
an  adequate  amount  of  vitamin  A  in 
a  daily  meal,  it  could  help  alleviate 
more  suffering  and  illness  than  any 
single  medicine  has  done. " 

The  excitement  expressed  by  plant 
biologist  Charles  Arntzen  reflects  the 
golden  opportunity  that  many  see  in  a 
new  strain  of  rice  being  developed  with 
biotechnology.  "Golden"  rice  contains 
increased  amounts  of  beta-carotene,  a 
source  of  vitamin  A.  Because  rice  is  a  crop 
eaten  by  almost  half  the  world,  golden 
rice  could  help  relieve  a  global  vitamin  A 
deficiency  that  now  causes  blindness  and 
infection  in  rrullions  of  the  world's  children. 

Discoveries  in  biotechnology,  from 
medicine  to  agriculture,  are  helping 
doctors  treat  our  sick,  faiTners  protect  our 
crops -and  could  help  mothers  nourish 
our  children,  and  keep  them  healthier. 
To  learn  more  about  biotechnology  and 
agriculture,  visit  our  Web  site  or  call  us. 

Council  For 
Biotechnology 
Information 

good  ideas  are  growing 


1-800-980-8660 
www.whybiotech.com 
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San  Diego: 

Building  a  Biotech  Stronghold 


by  Stephen  Grec 


M 


ankind's  age-old  quest  to  conquer  sickness  and  disease  is,  it 
appears,  recession-proof.  Despite  fluctuating  financial  nnarkets 
tossed  between  the  double  whammy  of  a  weakening  economy  and 
the  September  terrorist  attacks,  the  biotech  and  life  sciences  sec- 
tors remain,  for  many  investors,  a  relatively  secure  harbor  amid  a 
storm-lashed  sea  of  uncertainty. 


The  biotech  sector,  in  general,  has 
weathered  the  economic  downturn 
better  than  most  industries.  Ernst  & 
Young  reports  that  the  AMEX  index  of 
biotech  stocks  consistently  outper- 
formed the  Nasdaq  composite  index 
between  October  2000  and  the  end  of 
June.  And  while  both  indices  fell 
sharply  between  August  1 
and  mid-September,  the 
biotech  index  had,  by  October 
15,  recovered  all  but  3%  of  its 
lost  value  while  the  Nasdaq 
continued  to  shoulder  a  net 
loss  of  18%. 

"The  whole  health  care 
sector  is  fairly  resistant  to 
these  kinds  of  market  swings 
because  traditionally  these 
companies  aren't  driven  by 
consumer  demand  like  retail 
and  other  industries,"  says 
Scott  Morrison,  national  direc- 
tor for  life  science  industry 
research  at  Ernst  &  Young. 

Excitement  over  the  near  limitless 
potential  for  medical  advances  now 
possible  in  the  wake  of  the  recently 
completed  map  of  the  human  genome 
has  also  sparked  investor  interest  in 
the  biotech  field,  Morrison  says.  "There 
is  clearly  a  funds  flow  out  of  some  of 
the  key  high-risk  tech  sectors  and  an 
increased  allocation  in  health  care." 


Private  investment  also  appears  to  be 
getting  into  the  act,  particularly  in  San 
Diego,  Calif.,  home  to  a  tight-knit,  cutting- 
edge  community  of  nearly  400  biotech  and 
medical  device  companies  working  dili- 
gently to  vanquish  some  of  the  deadliest 
maladies  and  chronic  health  afflictions 
plaguing  humankind.  In  an  era  when  the 


term  "startup"  has  become  nails  on  a 
chalkboard  to  much  of  the  investment  com- 
munity, newly  launched  biotech  companies 
in  San  Diego  attracted  132%  more  venture 
capital  during  the  first  half  of  this  year  than 
an  equal  number  of  new  firms  did  during 
the  same  period  the  year  before,  according 
to  Ernst  &Young  statistics. 

What's  more,  at  $349  million,  the 
amount  of  VC  tunneled  into  new  San 


Diego  biotech  firms  far  outpac 
investment  in  similar  companies  in 
San  Francisco  Bay  Area  ($229  milli 
and  the  Boston,  Mass.,  region  ($1 
million)  —  long  considered  the  natic 
premier  biotech  hotbeds,  yet  both 
which  saw  at  least  a  30%  falloff  in 
this  year. 

The  San  Diego  biotech  sector,  ind 
try  observers  say,  benefits  from  a  v 
brain  trust  of  renowned  bioscience  a 
demics  and  researchers  (includ 
seven  Nobel  laureates),  an  aggress 
VC  community  and  a  collection  of  tc 
notch  research  institutes  that  actiV' 
seek  to  license  their  tec 
nology  and  discoveries 
the  private  sector  for  co 
mercial  application. 

While  most  of  San  Dieg 
biotech  sector  is  made  up 
small,  privately  held  comf 
nies.  Big  Pharmaceutical  a 
has  established  a  foothold 
the  region.  Within  the  p£ 
three  years,  companies  st- 
as  Merck,  Pfizer,  DuPont  a 
Johnson  &  Johnson  have 
acquired  local  companie 
says  Joe  Panetta,  preside^ 
and  CEO  of  BIOCOM/s 
diego,  an  advocacy  and  networki 
group  for  biotech  and  life  sciences  co 
panies  in  the  area. 

"I  think  it's  an  indication  that  our  indi 
try  is  not  just  a  research  and  deveic 
ment  entity,  but  also  one  that  is  poiS' 
to  commercialize  and  manufacture  pre 
ucts  on  a  large  scale,"  Panetta  says. 

He  should  know.  BIOCOM/san  diegc 
ranks  have  grown  from  75  when  it  w 
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jnded  in  1995,  to  nearly  400  corporate 
jnnbers.  During  that  tinne  the  percent- 
e  of  companies  with  product  sales, 
lether  from  diagnostic  assays,  gene 
•covery  equipment,  biologic  reagents 
iFDA-cleared  drugs  and  devices,  has 
ladily  climbed.  BIOCOM/san  diego  has 
:en  instrumental  in  fostering  this  tran- 
on  and  is  credited  with  being  the  glue 
3t  holds  this  cohesive  community 
aether.  BIOCOM/san  diego  is  commit- 
i  to  raising  the  profile  of  San  Diego  life 
lence  companies  among  the  VC  and 
'estment  banking  communities 
'ough  programs  such  as  its  annual 
\LBIOsummit  Conference.  The  organi- 
:ion  also  promotes  and  supports  legis- 
lon  that  helps  this  community  to  grow 
d  flourish  in  the  San  Diego  region. 
^mong  BIOCOM/san  diego  members 
3  a  collection  of  nine  companies  that 
)ify  the  potential  Panetta  spoke  about, 
^vanir  Pharmaceuticals,  for  example, 
ins  to  make  a  name  for  itself  in  areas 
the  health  care  market  where  there 
currently  little  competition,  address- 
3  health  disorders  ranging  from  the 
mmon  cold  sore  to  complications 
sociated  with  Lou  Gehrig's  disease 
d  multiple  sclerosis, 
-ate  last  year,  publicly  traded  Avanir 
reduced  ABREVA,  the  first  and  only 
S.  FDA-approved  cold  sore  product 
ailable  without  a  prescription.  The 
3dication,  marketed  by  pharmaceuti- 
giant  GlaxoSmithKline,  is  expected 
generate  roughly  $65  million  in  retail 
les  by  the  end  of  December.  Such 
ies  are  sure  to  help  further  Avanir's 
al  of  reaping  anywhere  from  $50  mil- 
n  to  $100  million  in  annual  revenue 
2005.  Last  year,  the  company  took 
$10.6  million. 

\vanir's  strategy  to  boost  revenue 
;ludes  development  of  a  new  drug 
ned  at  reducing  neuropathic  pain 
sociated  with  diabetes  and  improv- 
I  the  quality  of  life  for  stroke  patients 


and  those  afflicted  with  Lou  Gehrig's 
disease  and  multiple  sclerosis.  It  does 
this  by  moderating  neurodegenerative 
emotional  instability  common  with 
those  ailments. 

The  drug,  called  Neurodex,  is  cur- 
rently in  the  latter  stages  of  clinical 
trials  on  its  initial  indications  and  could 
reach  the  FDA  for  review  by  2003. 
Avanir  estimates  that  the  market 
potential  for  all  patented  Neurodex 
indications  could  reach  $2  billion. 

Avanir  recently  formed  a  subsidiary 
company,  Xenerex  Biosciences,  to  com- 
mercialize a  proprietary  platform  technol- 

At  $349  million,  the  amount 
of  VC  funneled  into  new  San 
Diego  biotech  firms 
far  outpaced  investment 
in  similar  companies  in 
the  San  Francisco  Bay  Area 

($229  million)  and 
the  Boston,  Mass.,  region 
($181  million). 

ogy  for  producing  fully  human  monoclon- 
al antibodies.  Today,  one  in  five  drugs 
engaged  in  the  clinical  trial  process  are 
monoclonal  antibodies.  Xenerex  Bio- 
sciences competes  with  few  players  in 
this  field  and  has  partnership  agreements 
with  companies  to  discover,  develop  and 
potentially  commercialize  fully  human 
monoclonal  antibody  therapies  for  cancer. 

For  its  part.  Cypress  Bioscience,  Inc.  — 
the  onginal  developer  of  the  PROSORBA 
column,  a  medical  device  used  in  the 
treatment  of  rheumatoid  arthritis  —  is 
now  focusing  its  attention  on  a  debilitat- 
ing illness  that  affects  up  to  4%  of  the 
world's  population. 

Earlier  this  year.  Cypress  divested  its 
PROSORBA  column  business  and. 


with  the  cash  garnered  from  the  deal, 
is  pursuing  a  comprehensive  treatment 
program  for  Fibromyalgia  Syndrome. 

Fibromyalgia  Syndrome,  or  FMS, 
besets  sufferers  with  chronic  and  severe 
pain  and  stiffness  throughout  their 
bodies  and  is  accompanied  by  fatigue, 
sleeplessness  and  headaches.  There  are 
currently  no  drugs  specifically  approved 
to  treat  FMS,  and  traditional  products  for 
treating  pain  have  little  effect. 

While  some  antidepressant  medica- 
tions have  proven  effective  in  relieving 
FMS  pain,  studies  have  found  that  less 
than  half  of  the  patients  find  adequate 
relief  from  current  remedies. 

In  August,  the  company  in-licensed  the 
compound  milnacipran,  a  promising  FMS 
remedy,  from  France-based  Pierre  Fabre 
Medicament.  Second-stage  clinical  trials 
using  milnacipran  to  treat  FMS  are 
scheduled  for  early  next  year. 

Cypress  also  has  secured  a  research 
agreement  with  Georgetown  University 
Medical  School,  the  largest  recipient  of 
government  funding  for  FMS  research  in 
the  country.  In  addition,  the  company  has 
assembled  a  cross-disciplinary  team  of 
experts,  including  psychopharmacolo- 
gists,  rheumatologists  and  pain  special- 
ists, to  brainstorm  possible  other  treat- 
ments for  this  complex  syndrome. 

Publicly  held  Cypress  estimates  the 
market  potential  for  effective  FMS  treat- 
ments could  top  $11  billion  worldwide. 

With  the  medical  community  calling 
for  new  antimicrobial  drugs  given  the 
rise  of  drug  resistance  among  common 
bacteria  and  fungi,  Elitra  Pharmaceuti- 
cals is  working  to  discover,  develop  and 
commercialize  a  new  generation  of 
antibiotic  and  antifungal  medication. 

Using  proprietary  technology  that 
allows  researchers  to  determine  which 
of  the  thousands  of  genes  in  a  microbe 
are  essential  to  keep  it  alive,  Elitra  has 
been  able  to  identify  and  file  patents 
on  over  4,000  genetic  targets  suscep- 
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tible  to  drug  therapy  in  11  species  of 
pathogenic  bacteria  and  fungi  in  the 
past  two  years. 

In  recent  years,  strains  of  bacteria  and 
fungi  have  emerged  that  are  clinically 
resistant  to  nearly  alt  known  antibiotics, 
triggering  a  dramatic  increase  in  the 
number  of  deaths  from  hospital-acquired 
infections.  To  make  matters  worse,  only 
one  new  class  of  antibacterial  medications 
has  been  introduced  in  the  past  20  years. 

Over  the  next  five  years,  privately 
held  Elitra  hopes  to  change  that  by 
developing  several  new  antibiotic  and 
antifungal  drugs,  a  move  that  would 
not  only  save  lives  but  also  could  sub- 
stantially boost  the  company's  rev- 
enues. Last  year,  worldwide  sales  of 
antimicrobial  drugs  totaled  over  $30  bil- 
lion. Recently,  Elitra  signed  a  collabo- 
ration agreement  with  Merck  &  Co.  to 
discover  and  develop  such  new  drugs. 

Meanwhile,  Hollis-Eden  Pharmaceu- 
ticals, Inc.,  IS  working  to  fight  disease 
by  shoring  up  the  body's  own  internal 
defenses  through  development  of  nat- 
urally occurring  and  synthetic  hormones 
that  help  the  seriously  ill  restore  their 
disease-ravaged  immune  systems. 

Afflictions  such  as  HIV/AIDS,  malaria 
and  hepatitis  B  and  C  are  known  to 
deplete  key  hormones  that  direct  and 
control  the  body's  immune  system, 
speeding  progression  of  those  dis- 
eases in  the  stricken,  says  Richard 
Mollis,  chairman  and  CEO  for  Hollis- 
Eden,  a  publicly  traded  company  found- 
ed in  1994. 

In  an  effort  to  counter  this  depletion, 
the  company  is  currently  engaged  in 
clinical  trials  on  three  scientifically  ren- 
dered hormones  that  help  re-regulate 
the  immune  system.  One  of  the  hor- 
mones, HE2000,  is  now  being  tested  on 
patients  with  HIV/AIDS,  malaria  and 
hepatitis  B. 

Mollis  says  his  company's  approach  to 
fighting  disease  can  best  be  thought  of 


as  hormone  replacement  therapy,  and 
as  such,  has  been  shown  to  be  easily 
processed  by  human  recipients.  Up  to 
1  billion  people  globally  are  suffering 
from  the  chronic  infectious  diseases 
currently  being  targeted  by  the  compa- 
ny's drug  candidates. 

Mollis-Eden  hopes  its  novel  immune 
therapies  also  will  be  effective  in  help- 
ing alleviate  other  conditions  such  as 
arthritis,  psoriasis  and  cancer. 

Named  for  the  Egyptian  goddess  of 
healing,  Isis  Pharmaceuticals,  Inc.,  is 
working  to  combat  disease  through  a 
groundbreaking  approach  called  anti- 
sense.  For  more  than  a  decade,  Isis 

Private  investment  also 
appears  to  be  getting  into 
the  act,  particularly  in 
San  Diego,  home  to  a 
tight-knit,  cutting-edge 

community  of  nearly 
400  biotech  and  medical 
device  companies. 

has  pioneered  antisense  technology, 
which  works  at  the  genomic  level  by 
targeting  RNA  to  prevent  the  produc- 
tion of  disease-causing  proteins.  In 
contrast,  traditional  drugs  generally 
work  by  binding  to  proteins  after  they 
are  produced.  The  RNA-based  approach 
of  antisense  offers  the  opportunity  to 
reach  biological  targets  generally  pre- 
sumed to  be  "undruggable"  and  to 
reduce  the  potential  of  unwanted  side 
effects  for  patients. 

Isis  has  already  successfully  commer- 
cialized the  first  antisense  drug,  Vitra- 
vene®,  and  has  eight  others  in  mid-  and 
late-stage  clinical  trials.  Isis'  pipeline 
includes  drugs  to  treat  diseases  such  as 
cancer,  rheumatoid  arthritis,  hepatitis  C, 
psoriasis  and  diabetes. 


In  addition  to  developing  drugs,  I 
GeneTrove  division  is  using  antiser 
technology  to  analyze  the  function 
10,000  human  genes  over  the  next  f 
years.  The  goal  of  this  work  is  to  de' 
mine  what  role  these  genes  pla\  in  n 
ease  and  biological  processes.  GeneTri 
IS  commercializing  this  information  i 
database  that  is  offered  to  pharmaceut 
and  biotechnology  companies.  GeneTr( 
also  provides  services  to  industry  partn 
that  help  them  identify  and  prioritize  d 
discovery  targets. 

The  therapeutic  potential  of  RNA  dc 
not  end  with  antisense.  The  IbisThe 
peutics  research  program  has  develoj: 
a  sister  technology,  in  which  Ibis  desic 
small  molecule  drugs  that  target  spec 
areas  of  RNA  structure.  ■ 

Publicly  traded  Isis  generated  $30 
million  in  revenue  last  year  through  c| 
porate  partnerships  on  both  the  arl 
sense  and  Ibis  Therapeutic  froni 
licensing  of  its  intellectual  property  a| 
GeneTrove  collaborations. 

Isis  isn't  the  only  San  Diego  company 
give  a  nod  to  ancient  mythology.  Idun  Pl- 
maceuticals,  Inc.,  for  example,  turned 
Norse  legend  for  its  namesake.  To  G 
manic  tnbes,  the  goddess  Idun  personif 
youth  and  springtime  and  was  chargi 
with  keeping  her  fellow  gods  equally  spl 
and  nimble  by  feeding  them  her  magi 
golden  apples. 

With  the  drugs  it  has  developed,  la 
Pharmaceuticals  looks  to  do  much  t 
same  thing  for  mere  mortals  by  working 
control  a  naturally  occurring  biologn 
process  called  apoptosis,  or  programm 
cell  death. 

Specifically,  Idun  is  working  to  halt  c 
death  in  otherwise  healthy  tissue  s 
organs  that  come  under  assault  frc 
ailments  such  as  heart  disease  a  I 
stroke.  Conversely,  the  company  is  devi 
oping  drugs  that  can  actually  trigger  c  . 
death  in  cancer.  By  controlling  a  func  I 
mental  cellular  pathway,  Idun's  dru 
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ly  be  effective  in  treating  a  wide  vari- 
7  of  other  acute  and  chronic  diseases, 
'^rivately  held  Idun  has  assembled  a 
pad  patent  portfolio,  has  research  col- 
dorations  with  Abbott  Laboratories  in 
ncer  and  Elan  Pharmaceuticals  in 
oke,  and  currently  has  one  of  its  drugs 
clinical  trials  for  treatment  of  acute 
3r  disease. 

^ounded  in  1993,  Idun  has  raised  more 
m  $70  million  through  private  financ- 
es, of  which  nearly  80%  came  from 
rporate  partners. 

Vleanwhile,  Maxia  Pharmaceuticals, 
;.,  is  at  work  on  a  treatment  for  a  con- 
ion  that  can  lead  to  cervical  cancer  in 
)men  and  on  a  new  generation  of 
jgs  that  allow  cells  in  the  bodies  of 
pe  II  diabetics  to  respond  to  insulin 
thout  the  drawbacks  of  current  so- 
led "insulin  sensitizer"  drugs, 
^rivately  held  Maxia  currently  has  in 
ase  II  clinical  trials  in  Europe  a  topical 
I  used  to  treat  lesions  on  the  surface 
the  cervix  that  can  lead  to  cancer. 
3xia  CEO  C.  Richard  Piazza  says  the 
atment  could  prove  a  viable  alternative 
surgery,  which  generally  requires 
noving  a  portion  of  the  cervix  and  can 
suit  in  complications  during  pregnancy. 
Additionally,  Piazza  says,  Maxia  expects 
0  more  products  to  enter  clinical  trials 
thin  the  next  10  months,  including  one 
it  may  actually  help  lower  cholesterol 
diabetics. 

Vlaxia's  new  insulin  sensitizer  drug 
uld  be  a  major  player  in  its  $2  billion 
irket  niche.  Piazza  explains,  because 
ioesn't  induce  weight  gain  and  swell 
art  tissue  like  its  main  competitors.  In 
:t,  the  drug,  encourages  production  of 
)L,  or  good  cholesterol,  and  thwarts 
)duction  of  LDL,  or  bad  cholesterol, 
izza  says. 

vlaxia  plans  to  develop  other  drugs  for 
~icer,  metabolic  disorders,  inflammato- 
diseases  and  heart  disease  through 
learch  aimed  at  chemically  manipulat- 


ing the  nucleus  of  diseased  cells  to 
impede  ailments  and  triggering  mecha- 
nisms inside  cancer  cells  that  cause 
them  to  self-destruct. 

Not  too  far  from  Maxia,  Sequenom,  Inc., 
is  hot  on  the  trail  of  the  genetic  causes  of 
disease.  By  the  end  of  next  year, 
Sequenom,  developer  and  provider  of  the 
MassARRAY  product  line  —  a  system  that 
allows  researchers  to  simultaneously  ana- 
lyze the  makeup  of  hundreds  of  genetic 
samples  —  plans  to  use  its  own  technolo- 
gy to  identify  up  to  400  genes  most  com- 
monly associated  with  human  aliments. 

Publicly  traded  Sequenom,  which  ana- 

"It's  an  indication  tiiat  our 

industry  is  not  just  a 
research  and  development 
entity,  but  also  one  that  is 
poised  to  commercialize  and 
manufacture  products  on  a 
large  scale,"  says  Joseph 
Panetta,  President  &  CEO, 
BIOCOM/san  diego. 

lysts  say  should  generate  200%  more  rev- 
enue this  year  than  last,  has  already  iden- 
tified 80  likely  disease  genes  with  a  high 
impact  on  human  health  from  the  roughly 
40,000  identified  as  part  of  the  human 
genome,  Sequenom  President  and  CEO 
Toni  Schuh  says.  The  80  identified  are 
associated  with  conditions  such  as  high 
cholesterol,  osteoporosis,  high  blood  pres- 
sure, cancer  and  diabetes. 

In  its  endeavor,  Sequenom  is  using  its 
own  MassARRAY  technology,  which  it  cur- 
rently licenses  through  nearly  50  system 
placements,  including  organizations 
involved  in  mapping  the  human  genome 
such  as  the  Whitehead  Institute  and  the 
National  Institutes  of  Health.  System 
prices  start  at  $400,000. 


MassARRAY  uses  MALDI-TOF  mass 
spectrometry  to  weigh  similar  stretches  of 
DNA  on  hundreds  of  gene  samples  at  the 
same  time  to  locate  genetic  variations. 
Variations  in  genes  associated  with  human 
health,  Schuh  says,  could  help  researchers 
determine  the  cause  and  nature  of  disease 
and,  ultimately,  the  means  to  combat  it. 

Sequenom  plans  to  focus  its  efforts  pri- 
marily on  diseases  that  affect  large  num- 
bers of  people,  Schuh  says,  with  the  aim 
of  playing  "a  critical  role  in  bringing  new 
therapeutic  products  to  the  market." 

For  its  part,  Maxim  Pharmaceuticals, 
Inc.,  a  publicly  held  company  with  more 
than  130  employees,  is  out  to  combat  the 
degenerative  aspects  of  cancer  and  hepati- 
tis C  by  seeking  to  halt  the  ravaging  effects 
those  diseases  inflict  on  the  body's 
immune  system. 

Twenty  years  ago,  Swedish  scientist 
Kristoffer  Hellstrand  discovered  that  dis- 
eases such  as  cancer  and  hepatitis  under- 
mine the  body's  immune  system  by  trig- 
gering production  of  free  oxygen  radicals 
in  cells  that  the  body  itself  recruits  to  the 
site  of  the  illnesses.  Helpful  in  fighting  bac- 
terial infections,  free  oxygen  radicals  in  the 
case  of  cancer  and  hepatitis  actually  touch 
off  reactions  in  immune  system  cells  that 
cause  them  to  self-destruct  and  die. 

Maxim's  President  and  CEO  Larry  Stam- 
baugh  says  the  company  is  currently  con- 
ducting clinical  trials  on  a  drug  called  Cep- 
lene  that  aims  to  restore  and  strengthen 
the  immune  system's  ability  to  fight 
against  hepatitis  and  cancer  in  patients  by 
stopping  production  of  free  oxygen  radi- 
cals. Ceplene,  which  would  be  taken  in 
conjunction  with  other  drugs  and  therapies 
that  fight  the  illnesses,  is  in  Phase  III  clini- 
cal trials  and  could  enter  the  market  within 
three  to  five  years. 

Stambaugh  says  the  potential  market 
for  the  drug  is  vast.  The  U.S.  Centers  for 
Disease  Control  estimates  that  more 
than  4  million  Americans  alone  suffer 
from  hepatitis  C.  ■ 
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to  patients  and  enormous  financial  reward 
to  RPI.  But  the  reality  of  the  drug  develop- 
ment process  means  this  goal  is  still  sev- 
eral years  and  many  dollars  away.  Diag- 
nostics and  research  tools  could  prove  a 
path  to  near-term  revenues. 

"I  joined  RPI  because  I  believe  in  this 
very  important  technology,"  says  Robin, 
recently  corporate  vice  president  and  gen- 
eral manager  of  therapeutics  at  Berlex  Lab- 
oratories, the  U.S.  subsidiary  of  the 
German  pharmaceutical  company 
Schering  AG.  "We  have  some  of  the 
best  RNA  chemists  in  the  world.  The 
question  I  ask  is,  how  do  we  make 
the  most  of  our  know-how  and  opti- 
mize our  technology  platform?" 

It's  a  question  that  is  reverberating 
across  a  surprising  number  of  indus- 
tries. If  we  know  how  to  identify 
genes  and  gene  products,  if  we  can 
discover  what  they  do,  if  we  know 
how  to  predictably  manipulate  them 
in  organisms  —  what  can  we  do 
with  that  knowledge?  Biotechnology 
has  worked  its  way  into  not  just  the 
stalwarts  of  the  pharmaceutical 
industry,  but  into  environmental  test- 
ing, materials  sciences,  electronics 
and  agriculture.  In  fact,  one  of  the 
most  flourishing  aspects  of  the 
biotech  revolution  has  to  do  with  the 
food  we  eat.  Agricultural  biotechnol- 
ogy IS  almost  certain  to  be  one  of 
history's  great  revolutions  in  how  we  feed 
ourselves,  on  par  with  the  advent  of  irriga- 
tion or  crop  domestication. 


Eradicating  World  Hunger 

An  estimated  800  million  people  in  the 
world  —  many  of  them  children  —  are  mal- 
nourished, according  to  Channapatna 
Prakash,  professor  of  Plant  Molecular 
Genetics  atTuskegee  University  in  Alabama. 
The  causes  of  hunger  and  famine  are  man- 
ifold —  often  political  in  nature,  as  we've 
seen  in  Afghanistan.  But  much  of  it  also  has 
to  do  with  agricultural  technologies. 


The  fact  that  about  19%  of  people  in 
the  world  are  malnourished  may  be 
shocking,  but  in  the  1970s,  that  figure 
was  more  than  twice  as  high  —  39%. 
In  30  years,  we've  cut  hunger  in  half, 
even  while  the  world's  population  has 
doubled.  How? 

One  major  contributing  factor  was 
the  "Green  Revolution"  of  the  1960s. 
This  change  in  farming  practices  that 
increased  crop  yields  around  the  globe 


Therapeutic  Ribozyme 


Allosteric  Ribozyme 


The  Promise  of  Ribozyme  Technology: 

Ribozymes  have  at  least  two  important  applications; 
one  as  therapeutics  (left)  in  which  a  Therapeutic 
Ribozyme  binds  and  cleaves  a  disease-causing 
Therapeutic  Target,  such  as  viral  or  messenger  RNA. 
Once  the  Target  is  cleaved,  the  virus  or  disease-caus- 
ing protein  can  no  longer  be  produced.  In  the  second 
application  (right),  an  Allosteric  Ribozyme  binds  a 
Reporter  Target.  The  Allosteric  Ribozyme  is  then  acti- 
vated by  an  Analyte,  which  may  be  other  nucleic  acids, 
proteins  or  small  molecules.  The  activated  Allosteric 
Ribozyme  then  cleaves  a  Reporter  Target  that  pro- 
duces a  diagnostic  signal  (red  star). 


was  essentially  a  revolution  in  plant 
breeding  brought  about  by  agricultural 
scientists  who  learned  how  to  create 
dwarf  hybrid  species  of  common  crops. 
For  plants  like  wheat,  this  had  an  enor- 
mous impact. 

If  you  heavily  fertilize  regular  wheat,  it 
grows  tall  rather  than  dense  and  falls  over 
from  its  own  weight,  rotting  on  the  ground. 
Hybnd  breeds,  on  the  other  hand,  stay  rel- 
atively short  but  grow  thicker.  The  result  is 
more  food  yield  from  the  same  amount  of 
land.  Norman  Borlaug,  an  American  plant 
breeder,  won  the  1970  Nobel  Peace  Pnze 


for  his  work  in  creating  these  dwarf  hyb 
and  fueling  the  Green  Revolution. 

Borlaug's  work  took  decades  beca 
he  did  his  research  at  a  time  bef 
genomics  made  it  possible  to  efficiei 
pinpoint  and  study  the  genes  responsi 
for  growth  and  yield  traits  in  crc 
Although  for  many,  agricultural  biotech 
ogy  brings  to  mind  images  of  gene  sp. 
ing,  much  of  the  science  is  actual! 
simple  outgrowth  of  traditional  plant  bre 
ing.  Scientists  merely  guide  X\ 
breeding  work  with  precision  affc 
ed  by  modern  biotechnologies. 

In  other  cases,  scientists  h 
found  that  the  best  way  to  giv 
plant  an  improved  trait  is  indeec 
splice  in  a  desired  gene,  often  fr 
another  species. Thus  Monsant 
St.  Louis,  Mo.,  has  introduce 
commercially  successful  line 
seeds  for  plants  resistant  to 
widely  used  herbicide  Roundup, 
well  as  corn  that  resists  the  El 
pean  corn  borer,  an  insect  that  i 
decimate  harvests. 

The  impact  of  these  produ 
has  already  been  profound.  "Fa 
ers  adopt  these  technolog 
because  they  make  more  mor 
as  a  result,"  says  Leonard  Giane: 
senior  research  associate  at  " 
nonprofit  National  Center  for  Fc 
and  Agricultural  Policy.  Insteac 
using  four  or  five  different  chemicals  t 
can  control  various  weed  species  but  i 
damage  crops,  farmers  can  simply  l 
broad-spectrum  Roundup  after  plant 
Monsanto's  "Roundup  Ready"  crop  v 
eties.  Gianessi  estimates  the  technolc 
is  saving  U.S.  soybean  farmers  ale 
about  $200  million  per  year. 

But  the  impact  goes  beyond  econom 
Many  conventional  herbicides  linger  in  1 
ground  for  years,  while  Roundup  bree 
down  completely  in  a  matter  of  hours.  T 
means  less  potential  for  chemicals  to  en 
groundwater  supplies. 


imagine  a  woria 
where  no  child  begs  for  food. 

Where  a  healthy  diet 
is  as  basic  as  breathing. 

How  do  we  get  there? 
DM  has  found  that  coimtiies  that 
plant  grazing  land  in  soybeans 


can  increase  protein  yields 
30  times  per  acre.  It's  a  natural  way 
to  fight  malnutrition,  fight  famine  and 
make  peace  with  a  growing  planet. 
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KihozyOie  Pharmaceuticals,  Inc. 

Creating  a  new  class  of" 
therapeutics  and  diagnostics  based 
on  Nobel  Prize  winning  nucleic 
acid  technology 

RPI's  product  pipeline  includes: 

•  ANGIOZYME' ' 

an  anti-angiogenic  cancer 
agent 

•  HEPTAZYME' ■ 

for  Hepatitis  C 

•  HERZYME™ 

for  metastatic  breast  cancer 

•  HepBzyme'^' 

for  Hepatitis  B 

•  Allosteric  ribozyme  systems 

for  diagnostics  and 

pharmacogenomic 

applications 

R-Pl  is  a  global  leader  in  the 
development  of  ribozyme-based 
biotherapeutics  and  diagnostic 
tools  for  the  treatment  and 
monitoring  of  significant  human 
diseases 

wvvw.rpi.com 
NASDAQ:  RZYM 

RIBOZ^MF.  PHARMACEUTICALS,  INC. 

2950  Wilderness  Place 
Boulder;  CO  80301 
303-449-6500 
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Agricultural  scientists  think  the  revolu- 
tion has  just  begun.  At  seed  companies 
and  academic  institutions  around  the 
globe,  researchers  are  studying  plants  to 
see  how  we  might  further  improve  crops 
—  by  developing  breeds  that  resist 
common  diseases,  can  survive  drought,  or 
grow  in  salty  soil.  Those  developments 
could  allow  people  to  farm  land  currently 
considered  non-arable. 

Researchers  also  have  developed  foods 
with  improved  nutritional  characteristics. 
"Golden  Rice,"  developed  by  Ingo 
Potrykus  of  the  Swiss  Federal  Institute  of 
Technology  in  Zurich  and  Peter  Beyer  at  the 
University  of  Freiburg,  Germany,  contains 
genes  from  the  daffodil  flower.  This  gives 
the  rice  a  golden  color  and,  more  impor- 
tantly, a  high  level  of  vitamin  A  precursors 
like  beta  carotene.  Blindness  resulting 
from  vitamin  A  deficiency  is  a  serious 
problem  in  many  areas  where  rice  is  a 
staple.  Rice  does  not  naturally  contain 
much  vitamin  A,  and  people  who  eat  little 
else  suffer  from  chronic  deficiencies  of  this 
important  nutrient. 

From  the  Lab  to  Your  Grocer's  Shelves 

In  addition  to  the  problems  with  yield, 
disease  and  pests,  there  is  the  problem 
of  spoilage.  Most  of  us  have,  at  one  time 
or  another,  bought  a  quart  of  strawber- 
ries, juicy  and  beautifully  ripe,  only  to  find 
them  rotting  by  the  time  we  get  to  the 
bottom  of  the  package.  We  know  that  a 
head  of  lettuce  seldom  stays  fresh,  even 
in  the  refrigerator,  long  enough  for  us  to 
eat  the  whole  thing.  Even  produce  that 
we  buy  in  smaller  quantities,  like  toma- 
toes, suffers  from  a  spoilage  problem 
less  obvious  to  the  consumer.  Tomatoes 
will  often  rot  in  transit  from  Mexico  or 
other  farming  areas,  so  farmers  must 
pick  them  while  they're  still  green  and  let 
them  ripen  en  route.  That  leads  to  a 
tomato  that  didn't  ripen  on  the  vine  and 
doesn't  have  the  full  flavor  of  a  fresh 
garden  tomato. 


Even  with  such  obstacles,  of  coui 
we're  very  lucky  to  live  in  a  country  v 
high-tech  growing  techniques,  a  rang( 
climates  and  efficient  transportation  ; 
tems  that  allow  us  to  get  a  variety 
produce  in  reasonably  good  shape 
other  parts  of  the  world,  farther  fr 
centers  of  agriculture,  many  fruits  ; 
vegetables  are  difficult  to  get  and  of 
very  expensive. 

At  Senesco Technologies,  a  Princel 
N.J. -based  company  founded  in  19 
researchers  are  developing  new  strain: 
crops  that  don't  rot  as  quickly  as  conv 
tional  plants. 

Dr.  John  Thompson,  a  professor  of  bi- 
gy  at  the  University  of  Waterloo,  has  b( 
studying  plant  senescence  —  the  nati 
rotting  process  —  for  over  two  dec  if: 
His  research  has  formed  the  backboo 
Senesco,  where  he  is  executive  vice  ;  ' 
ident  of  R&D.  Thompson  has  discov-  - 
handful  of  molecular  targets  that  app^Jcl 
control  the  process  of  senescence. 

Nobody  has  ever  targeted  senescer 
with  such  specificity.  Several  years  age 
California  company  called  Calgene  n- 
keted  a  genetically  engineered  tom. 
called  the  "Flavr  Savr,"  which  didn't  rot 
quickly  as  conventional  breeds.  But  rott 
was  delayed  because  the  whole  ripen 
process  was  delayed,  and  the  tom. 
didn't  have  a  flavor  that  won  consume 
over.  In  addition,  new  conventional  v 
eties  that  matured  through  a  longer  grc 
ing  season  made  the  problem  of  rott 
tomatoes  less  acute. 

Senesco  has  focused  on  different  ce 
lar  targets,  and  three  genes  in  particu 
lipase,  which  plays  the  central  role 
senescence  by  chopping  up  cell  me 
branes,  and  two  genes  that  act  as  signj 
controlling  a  host  of  cellular  functions  re 
ed  to  senescence.  While  the  lipase  ge 
makes  the  protein  that  carries  out  most 
the  dirty  work,  the  other  two  genes  - 
deoxyhypusine  synthetase  and  a  euka 
otic  translation  initiation  factor  —  initi£ 
(continued  on  page 
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bringing  Biotech  to  People 

3rono  is  delivering  on  the  promise  of  biotechnology  today 


I  erono,  a  global  biotechnology  leader  and  the  world's  third- 
)  largest  biotech  company,  integrates  therapeutic  leadership, 
ientific  innovation  and  global  strength  to  bring  biotech  to  people, 
e  company's  focused,  pragmatic  approach  to  innovation  brings 
w  biotech  solutions  to  the  promising  therapeutic  areas  they  are 
ploring.  Currently,  Serono  has  six  recombinant  products  on  the 
irket  and  15  new  molecules  in  development. 


irapeutic  Leadership 

erono  is  the  world  leader  in  developing 
jvative  treatments  that  fight  debilitat- 
diseases  and  improve  the  quality  of  life 
atients.  In  reproductive  health,  Serono 
18  only  company  to  offer  recombinant 
ns  of  the  three  hormones 
d  in  the  treatment  of  infertili- 
n  growth  and  metabolism, 
ono's  recombinant  growth 
none  for  children  is  the  only 
Mh  hormone  therapy  avail- 
3  with  a  needle-free  device, 
ono  has  also  developed  the 
/  high-dose  recombinant 
nan  growth  hormone  formu- 
)n  for  AIDS  wasting,  a  condi- 

marked  by  involuntary  loss 
;an  body  mass.  In  neurology, 
Dno  offers  the  world's  fastest- 
A/ing  treatment  for  relapsing- 
litting  multiple  sclerosis.  Pro- 
ed  by  recombinant  technology,  this 
Juct  IS  the  equivalent  of  naturally  occur- 

interferon. 

sntific  Innovation 

erono  is  actively  pursuing  new  thera- 
;  for  new  indications.  The  company's 
/  integrated  research  and  discovery 
ability  provides  in-house  expertise  in 
ctional  genomics,  differential  gene 
ression,  cell  biology,  combinatorial 
mistry  and  high  throughput  screening. 


Serono  is  primarily  focused  on  developing 
new  therapies  in  the  areas  of  neurology, 
gastroenterology  and  inflammatory  and 
autoimmune  diseases. 

Serono's  R&D  manages  more  than  50 
projects,  including  collaborations  with 


other  biotech  companies  and  universities. 
Serono  has  built  a  strong  network  of  part- 
nerships and  alliances  in  recent  years. 
These  powerful  collaborations  have 
enabled  the  company  to  stay  at  the  lead- 
ing edge  of  worldwide  research. 

Serono's  innovation  has  the  capability  of 
completing  every  step  in  the  biotech 
process  —  from  having  an  idea,  to  devel- 
oping the  right  therapy,  to  producing  the 
drug  for  the  market,  to  supporting  patients 
and  physicians  worldwide. 


Global  Strength 

Serono  has  two  main  locations  for 
discovery  of  new  therapeutic  agents. 
Serono  Pharmaceutical  Research  Insti- 
tute in  Geneva,  Switzerland,  focuses 
on  autoimmune,  inflammatory  and 
neurological  diseases.  In  the  Boston 
area,  the  Serono  Reproductive  Biology 
Institute  focuses  on  the  field  of  repro- 
ductive endocrinology. 

Serono  has  a  diversified  manufactur- 
ing capability,  with  11  production  sites 
in  eight  countries.  The  new,  world-lead- 
ing Serono  Biotech  Center  in  Vevey, 
Switzerland,  unites  the  skills  and  exper- 
tise in  protein  production  from 
various  parts  of  the  organiza- 
tion so  that  the  company  can 
move  more  rapidly  from  the 
laboratory  setting  to  cost-effec- 
tive, full-scale  production. 

Headquartered  in  Geneva, 
Serono  operates  in  45  coun- 
tries, has  4,300  employees 
worldwide  and  sells  its  prod- 
ucts in  over  100  countries. 
Last  year,  Serono  achieved 
worldwide  revenues  of  $1.24 
billion  and  a  net  income  of 
$301  million.  Bearer  shares  of 
Serono  S.A.,  the  holding  com- 
pany, are  traded  on  the  SWX  Swiss 
Exchange  (SEO)  and  its  American 
Depositary  Shares  are  traded  on  the 
New  York  Stock  Exchange  (SRA).  More 
information  about  Serono  may  be 
found  on  the  company's  global  VA/eb 
site  at  www.serono.com.  ■ 
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the  process.  Inhibiting  the  action  of  these 
genes  slows  down  the  rotting  process,  as 
Senesco  researchers  have  proven  in  the 
laboratory  in  experiments  with  tomatoes, 
carnation  flowers,  arabidopsis  (a  close  rel- 
ative of  canola)  and  bananas. 

As  its  first  commercial  products, 
Senesco  is  concentrating  on  developing 
improved  varieties  of  bananas  (through  a 
joint  venture  with  Raha  Meristem,  an 
Israeli  agbio  company),  and  on  lettuce  and 
melons,  through  an  alliance  forged  earli- 
er this  year  with  Harris  Moran  Seed  Co. 

For  a  young  company  like  Senesco,  it  is 
important  to  focus  on  research  that  can  be 
turned  into  commercial  products, 
and  as  Thompson  notes,  "There 
is  considerable  commercial  inter- 
est in  extending  the  shelf  life  of 
fruits."  Better  yet,  the  genes  that 
control  senescence  in  lab  species 
like  arabidopsis  are  very  similar  to 
genes  in  commercial  plant 
species,  meaning  Senesco's  tech- 
nology could  be  almost  "plug  and 
play."  That  may  allow  the  compa- 
ny to  expand  a  product  line  with 
fewer  technical  hurdles. 

But  putting  the  brakes  on  rot- 
ting may  have  indirect  effects 
that  create  a  whole  range  of 
new  market  opportunities.  "Our  objec- 
tive has  been  to  delay  senescence  in 
crops  in  order  to  enhance  the  quality  of 
perishable  crops  and  help  recoup  losses 
in  the  marketing  chain  from  spoilage," 
says  Thompson.  He  notes,  however, 
that  there  is  another  opportunity. 

"We  have  found  that  at  least  two  of  the 
genes  we're  working  with  have  broader 
effects  on  plant  development,"  explains 
Thompson.  Senesco  researchers  noticed 
that  plants  with  delayed  senescence  tend 
to  grow  more  quickly  and  get  bigger  — 
indicating  that  Senesco's  technology 
might  be  useful  in  increasing  crop  yield. 

The  reason  why  this  happens  is  not 
entirely  clear,  but  Thompson  points  out 


that  senescence  is  not  merely  a  process 
that  occurs  at  the  end  of  a  plant's  life. 
Crops  often  undergo  environmental 
stresses  that  are  not  lethal,  and  they 
often  react  to  these  everyday  challenges 
with  targeted  senescence  in  p'articular 
leaves  or  stalks  or  fruit.  They  do  this 
because  the  senescence  process  allows 
plants  to  put  nutrients  into  seeds  and  soil 
that  will  be  used  by  future  generations. 
When  this  process  is  inhibited,  that  plant 
may  instead  invest  that  energy  in  itself. 

Of  course,  most  consumers  have  little 
direct  contact  with  farm  crops.  Whether 
It  be  rot-resistant  produce,  Roundup 


Ready  soybeans  or  any  other  genetical- 
ly improved  crop,  farmers  count  on  food 
processors  to  take  harvests  from  their 
gate  and  turn  it  into  goods  that  eventu- 
ally reach  consumers. 

From  Food  to  Fuel  ...  and  Beyond 

Food  processors  are  farmers'  direct 
customers,  and  farmers  listen  to  compa- 
nies like  Archer  Daniels  Midland  (ADM) 
just  as  any  business  pays  attention  to  its 
clients.  ADM  is  one  of  the  world's  largest 
food  processors,  with  over  $20  billion  in 
revenues  last  year,  and  company 
spokesperson  Larry  Cunningham  sees 
great  growth  opportunities  from  biotech- 
nological  crop  enhancements. 


ADM  has  worked  to  develop  new  r 
kets  for  agriculturally  derived  goods, 
its  clout  in  the  marketplace  encouray 
research  at  the  seed  companies  whe 
much  innovation  takes  place.  These  pi. 
ers  must  believe  there  is  a  market 
enhanced  crops  before  they  underta 
expensive  and  risky  R&D  projects,  jl 
as  farmers  who  must  have  faith  tt- 
there's  a  profit  potential  in  a  new  cr 
before  planting  it.  By  stressing  its  int 
est  and  confidence  in  biotechnolo) 
ADM  helps  catalyze  the  developme 
and  adoption  of  new  technologies  tl" 
could  prove  transformative. 

That  goes  for  genetically  mi 
ified  food  crops,  but  also 
some  different  kinds  of  agric 
tural  products.  "As  we  incre 
ingly  turn  our  attention  to  rent 
able  fuels  such  as  ethanol,"  ss 
Cunningham,  "it's  important  tl 
we  develop  crops  like  corn  w 
an  increased  starch  content.  T 
will  let  us  increase  ethanol  p 
duction  .  and  efficiency." 
Europe,  the  growing  use 
ADM's  "bio-diesel,"  a  diesel  f 
substitute  derived  from  vi 
etable  oils,  has  encouraged  1 
company  to  look  for  ways 
increase  the  efficiency  of  vegetable  oil  p 
duction.  "That's  going  to  create  the  ne 
for  oil  seeds  that  have  more  oil  in  ther 
says  Cunningham. 

The  real  difficulty  of  the  Biotech  Cer 
ry  may  be  adjusting  to  new  ways  of  do 
things,  and  taking  best  advantage  of  te 
nologies  that  grow  from  our  increas 
understanding  of  life.  "There  is  all  t 
technology,"  muses Tuskegee's  Praka 
"and  I  just  hope  it  can  be  put  to  the  b 
use.  I'd  like  to  see  more  of  it  applied 
Third  World  problems." 

Written  by  KarlThiel. 
Produced  by  Mark  Patiky,  president 
of  Beehive  Communications,  Inc., 
mpatiky@bellsouth.net. 


NhaVs  the  value  of  a  company 
hat  discovers  how  to  double 
he  average  lifespan? 


1  a  word:  inestimable.  Yet  Senesco  Technologies 
as  done  just  that.  We've  developed  gene  technology 
lat  allows  us  to  delay  the  aging  of  plants 
fter  harvest.  The  result  is  greatly  extended  shelf 
fe  -  double  or  more  -  and  vastly  reduced  waste 
f  food  crops,  which  today  runs  anywhere  from 
0  to  30  percent  in  the  $600-billion-plus  world 
gricultural  industry.  We  have,  in  short, 
eveloped  a  minor  miracle. 


ENESCO  TECHNOLOGIES.  PATENTS  PENDING.  EXCITEMENT  MOUNTING. 


ur  specialty  is  "senescence,"  the  natural 
ging  process  in  plants  that  causes  the 
reakdown  of  cellular  tissue.  By  suppressing 
enes  already  existing  in  all  plants,  and 
ot  altering  their  natural  taste,  nutrition,  or 
jxture,  we've  bred  tomatoes  that  remain 
nspoiled  for  as  long  as  five  weeks  after  picking 
un-of-the-mill  tomatoes  last  around  two  weeks. 


he  potential  is  immense.  Our  scientific  expertise  is 
nrivaled.  And  approvals  with  key  regulatory  agencies  are 
jlatively  straightforward.  The  fact  is,  there  may  not  have  been  a 
lore  exciting  breakthrough  in  agriculture  since  the  creation 
f  synthetic  fertilizers. 

le  may  be  small.  This  is  big.  A  minor  miracle  with  major  implications 
DU  CAN  LEARN  MORE  ABOUT  SENESCO  TECHNOLOGIES,  INC.  AT  WWW.SENESC0.COM. 
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INTRODUCING  A  WHOLE  NEW  WAY 
TO  LOOK  AT  STORAGE  MANAGEMENT 


BrightStor™  Storage  Management  Solutions 


a 


For  years,  storage  management  has  been  an  ever-increasing  cost,  not  a  source  of  potential 
opportunity.  But  that's  all  about  to  change.  Because  we've  created  BrightStor,  the  most 
comprehensive  suite  of  end-to-end  storage  management  solutions  on  the  market.  BrightStor 
lets  you  leverage  your  resources  and  data  across  your  entire  enterprise,  regardless  of 
platform  or  protocol.  In  fact,  BrightStor  is  the  only  suite  of  solutions  that  supports  all  • 
three  industry  models  — DAS,  NAS  and  SAN  — cross-platform.  Which  means  you  con  look 
at  your  eBusiness  needs  as  a  whole,  not  piece  by  piece.  So  you  can  optimize  your  resources 
across  your  entire  storage  infrastructure.  And,  most  importantly,  you  can  do  more  than  just 
store  information.  You  can  actually  use  it.  COITiputer  AsSOCiateS™ 

HELLO  TOMORROW  [  WE  ARE  COMPUTER  ASSOCIATES  [  THE  SOFTWARE  THAT  ^AANAGES  eBUSINESS"  ca.com/storage 

©2001  Computer  Associates  International,  Inc.  (CA).  Ail  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies. 
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TECHNUtDGY 


MIT  YORAN  HAS  PLENTY  TO 
crow  about.  His  small  firm, 
■        Riptech,  thrives  in  the  hottest 
tech  sector  since  9/11:  infor- 
I     ^^mation  security.  He  runs  an 
e  team  of  software  engineers  and  secu- 
:y  analysts  drawn  from  the  Central 
telligence  Agency*,  the  Pentagon  and  the 
itional  Security  Agency.  They  shadow 
ckers  trying  to  penetrate  the  networks 
corporate  and  government  clients. 


Revenue  could  quadruple  next  year  to 
$100  million. 

But  Yoran  isn't  crowing.  Not  a  single 
press  release  went  out  about  any  of  the 
company's  feats.  "It's  an  honor,  duty, 
country  thing — you  just  don't  do  that 
here,"  he  says.  And  so  it  goes  in  Spook 
Valley  in  northern  Virginia,  a  20-mile 
stretch  of  rolling  hUls  and  office  parks  lin- 
ing the  Beltway,  west  of  Washington,  D.C. 

The  area  is  home  to  a  growing  matrix 


of  secretive  shops  like  Yoran's,  some  2,000 
firms  in  all,  created  solely  to  protect  the 
nation's  information  assets  from  hack 
attacks,  fi^om  sophisticated  cyberterrorists 
to  disaffected  teens. 

Unlike  its  better-known  counterpart, 
Silicon  Valley  near  San  Francisco,  Spook 
Valley  spurns  gossip,  hype  and  p.r.  bashes. 
Discretion  is  cherished  above  all.  Cus- 
tomer lists  are  confidential.  Status  is  mea- 
sured by  your  level  of  security  clearance. 


Spook  Valley 

Paranoia  is  in.  While  most  of  high  tech  suffers,  business  is  booming  in  a  20-mile 
stretch  of  rolling  hills  along  the  Beltway.  Too  bad  no  one  can  talk  about  it. 

BY  VICTORIA  MURPHY 
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A  shadowy  ecosystem  is  thriving  outside 
the  nation's  capital.  Waves  of  former 
intelligence  agents  have  started  firms  like 
these  (■)  to  block  cybercrime  but  stayed 
close  to  their  federal  roots  (■)  and  the 
big  contractors  (■)  that  serve  them. 
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not  your  bank  account.  Instead  of  wooing 
Stanford  and  Harvard  M.B.A.s,  Spook 
Valley  recruits  infowarriors  fleeing 
bureaucracy  and  budget  cuts  at  the  intel- 
ligence agencies  that  trained  them. 

Until  recently  these  firms  sold  secu- 
rity measures  that  went  far  beyond  the 
needs  of  mainstream  customers — pene- 
tration tests  to  spot  a  firewall's  weak- 
nesses, 24-hour  vigilance  directed  at  every 
firewall  on  a  system  to  detect  the  hint  of  a 
hack,  and  forensic  know-how  to  track 
down  the  culprits.  Most  companies  did 
this  work  in-house,  if  at  all. 

Not  anymore.  Spook  Valley  is  boom- 
ing at  a  time  when  the  rest  of  high  tech  is  in 
depression.  Spending  on  data  security  in 
the  U.S.  is  expected  to  surpass  $5  billion 
next  year  and  could  grow  20%  a  year 
through  2005,  says  research  firm  Gartner. 
"Everyone  gets  that  the  Internet  is  a  dan- 
gerous and  hostile  place  to  conduct  busi- 
ness," says  Yoran.  "We're  here  to  help." 

Riptech's  software  sleuths  monitor 
clients'  networks  from  a  $4  million  "secure 
operations  center,"  or  SOC,  spanning  10,000 
square  feet.  Employees  must  scan  their 
palms  to  get  through  the  first  door,  punch 


take  Riptech  public  in  the  next  few  year 
Para-Protect,  a  cybersecurity  firm 
Centreville,  Va.  with  revenue  approachii 
$10  million,  is  also  getting  a  boost  in  t! 
newly  vigilant  antiterror  business.  "Pe< 
pie  finally  get  it.  We  don't  have  to  pro' 
to  our  customers  why  we  exist,"  sa' 
Michael  Higgins,  chief  executive.  N< 
does  he  struggle  for  attention  from  riva 
Higgins  is  in  talks  to  sell  his  company. 

Higgins,  45,  is  a  typical  spook.  He 
cleared  Top  Secret/Specially  Compar 
mented  Information,  which  forces  him 
pass  his  speeches  and  articles  along  to  tl 
Defense  Department  for  approval.  Ta 
out  of  turn  and  "they  can  launch  a  crin 
inal  investigation.  My  goal  is  not  to  go 
jail,"  he  says  with  aplomb. 

Higgins  was  the  predecessor 
Riptech's  Yoran  at  DISA,  where  inside 
jokingly  called  him  Rambo  for  his  tei 
dency  to  call  on  every  level  of  la 
enforcement  to  nail  even  a  harmless  his. 
school  hacker.  He  was  instrumental 
protecting  the  Defense  Department  froi 
hackers  in  the  Gulf  war.  Probed  for  tl 
juicy  details,  he  gives  the  standard  Spo( 
Valley  reply:  "I'd  really  like  to  tell  yo 


The  Internet  is  a  DANGEROUS  AND  HOSlI 


in  a  code,  then  swipe  a  magnetic 
key.  "We're  on  the  ultraparanoid 
side,"  says  Yoran. 

Yoran,  32,  earned  degrees  in 
computer  science  from  West 
Point  and  George  Washington 
University  before  joining  the  U.S. 
Air  Force,  where  he  took  a  job 
overseeing  the  emergency  re- 
sponse team  at  the  Defense  In- 
formation Systems  Agency.  DISA 
runs  all  military  networks.  He 
quit  in  1998  to  found  Riptech, 
taking  a  few  co-workers  with 
him.  These  days  he  mines  for 
sales  leads  by  networking  regu- 
larly with  a  dozen  friends  at  gov- 
ernment agencies. 

Riptech  isn't  large  enough  to 
fill  a  huge  government  contract,  so  it  pig- 
gybacks on  bigger  vendors;  one  ex-mili- 
tary employee  is  in  daily  contact  with 
Lockheed  Martin  and  other  big  contrac- 
tors. Eventually,  Yoran  wants  to  bid  for 
larger  government  jobs.  He  also  hopes  to 


I, 
tr'f 


Rambo:  Para-Protect  Chief  Michael  Higgins. 


more.  That's  classified." 

In  1996  Higgins  wanted  to  get  a  fe^ 
for  business,  so  he  jumped  to  employee 
o\sfned  defense  contractor  Science  Appl 
cations  International.  This  is  what  Spoo 
Valley  insiders  call  "badge-switching"- 
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e  to  conduct  business.  We're  here  to  help." 


le  job  is  pretty  much  the  same,  only  the 
tie  changes.  After  three  years  Higgins 
ished  in  his  stock  options  and  opened 
IS  own  shop  in  Alexandria,  Va.  It  took 
m  and  his  team  a  year  to  write  software 
)de  that  tests  firewalls  and  automatically 
itects  hack  patterns.  Some  60%  of  the 
rm's  sales  comes  from  financial  services, 
le  rest  from  other  companies  and 
wernment  agencies. 

When  Higgins  needed  extra  funding 
I  1999,  he  turned  to  a  network  of  ex- 
lilitary  folks.  At  the  center  of  the  action 
Roger  Novak,  53,  whose  five-year-old 
rm,  Novak  Biddle,  based  in  Tysons  Cor- 
;r,  Va.,  manages  a  $200  million  fund  and 
IS  invested  in  seven  outfits  run  by  for- 
ler  spooks.  Novak  invested  $1  million  in 
iggins'  shop. 

The  money  was  enough  to  build 
ira-Protect's  SOC,  the  node  from  which 
iggins'  crew  monitors  all  of  its  clients.  It 
situated  on  the  second  floor  of  a  non- 
sscript  office  building  in  Centreville,  Va. 
he  company's  name  and  logo  don't 


appear  anywhere  on  the  building.  The 
SOC's  windowless  room  is  lined  with  24 
monitors,  a  dark  and  creepy  place  for 
anyone  but  a  former  hacker  tracker.  "We 
find  it  comforting,"  he  says. 

Good  government  connections  can  get 
a  Spook  Valley  firm  off  the  ground.  Ken- 
neth Ammon,  35,  and  Jerry  P.  Harold,  38, 
alumni  of  the  National  Security  Agency, 
launched  their  outfit,  Netsec,  in  1998,  with 
a  $500,000  contract  (now  worth  $4.2  mil- 
lion) with  the  Department  of  Justice  to 
monitor  400  points  on  the  network;  they 
typically  detect  2.8  million  suspected  hacks 
a  day.  Ammon's  company  also  currently 
works  for  his  old  employer.  "You  never  re- 
ally leave  the  NSA,"  he  explains. 

Ammon  expects  his  revenue  to  triple 
next  year  to  $10  million.  Five  years  ft'om 
now,  he  hopes,  his  15%  stake  in  Netsec 
will  be  worth  $100  million.  "Salary  has 
never  been  a  driver  for  me,"  says 
Ammon.  It's  heartening  to  know  that 
patriotism  and  a  healthy  profit  motive 
can  coexist.  F 
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A  Telling  Tale 

Mike  McCue  had  plenty  of  charisma  and  a  ton  of  cash.  They  weren't  enough. 

BY  ERIKA  BROWN 


REMEMBER  THE  BUBBLE?  GOOD 
times:  Mike  S.  McCue,  34,  raised 
almost  $240  million  two  years  ago 
on  the  sizzle  of  a  seemingly  great  idea: 
Let's  turn  the  humble  and  ubiquitous 
telephone  into  a  Web  browser.  Callers  wOl 
dial  800-555-TELL  to  tap  their  own  voice- 
activated  Web  portals  and  hear  stock 
quotes,  weather  and  sports  scores. 

McCue's  shop,  privately  held  Tellme 
Networks  in  Mountain  View,  Calif.,  aimed 
to  sell  ads  on  the  toll-free  service  and 
license  its  technology  to  online  retailers. 
Connected  and  charismatic,  he  recruited 
250  employees  in  a  tight  job  market  and 
landed  cash  from  the  lofty  likes  of  Kleiner 
Perkins  and  Benchmark  Capital. 


All  this,  and  McCue  had  hardly  any  rev- 
enue. Nor  did  his  backers  worry  about  his 
lack  of  management  experience.  "I  was  suc- 
cessful at  raising  money  but  not  at  running 
a  business,"  he  says.  "I  worried  that  when 
hard  times  hit,  we  wouldn't  be  prepared." 

He  got  that  one  right.  McCue's  plan, 
hatched  in  mid- 1999,  was  obsolete  a  year 
later  as  the  dot-coms  he  hoped  to  sign  up 
went  bust  and  the  online-ad  market  dried 
up.  Tellme  has  blown  through  some  $140 
million,  all  to  produce  about  $10  million 
in  2001  sales  and  no  promise  of  profits  any- 
time soon.  "We  had  too  much  money  and 
tried  to  do  too  many  things,"  he  confesses. 

Yet  McCue,  unlike  many  of  his  con- 
temporaries who  disappeared  with  their 


investors'  money,  is  intent  on  makii 
good  on  the  $100  million  he  has  le 
Since  lanuary  he  has  steered  Telln 
through  a  painful  overhaul,  imposing  W 
rounds  of  layoffs  totaling  a  quarter  of  ti 
payroll,  replacing  himself  with  a  60-ye;i 
old  as  chief  executive  and  forging  a  nc 
business  model  focusing  on  big  corpora 
call  centers.  Quarterly  operating  expens 
are  now  down  to  $8  million  from  mo 
than  double  that  a  year  ago.  Tellme  hop 
to  win  20  big  accounts  that  would  gene 
ate  up  to  $4  million  apiece  in  annual  re 
enue;  so  far  it  has  signed  up  all  of  9. 

Says  McCue,  who  still  holds  less  the 
a  10%  stake  in  his  company:  "Now  th 
we've  gone  through  some  hardship  ai 


gy  S  power  •  industry  &  automation  •  information  &  communication  •  medical  systems  &  healthcare  •  financing  •  lighting  •  transportation 


www. usa. Siemens 


One  inspired  person 

can  make  a  difference. 

460,000  can  change  the  world. 


00  can  change  the  world,  r;;—^^ 

people  live.  We  create  new  solutions,  ask  questions  others  would  never  have  thought 
to  ask  and  redefine  entire  industries  from  healthcare  to  energy  to  transportation. 
We're  able  to  do  this  because  we  bring  together  extraordinary  resources,  people  and 
ideas.  Siemens  is  a  global  network  of  companies  with  operations  in  virtually  every 
country,  all  with  one  goal  in  mind:  to  make  life  better.  When  you  have  460,000  minds 
■  working  together  around  the  world,  including  85,000  right  here  in  the  U.S., 
innovative  solutions  emerge.  And  that's  what  it  takes  to  change  the  world. 


come  out  of  it,  it  feels  really  good.  I'm 
more  confident  we'll  survive."  Doing  so 
will  be  even  tougher  than  he  thinks. 

McCue  grew  up  a  survivor.  Raised  in 
the  New  York  towns  of  Cornwall  and 
Fishkill,  McCue  was  12,  the  oldest  of  six 
children,  when  his  father  was  diagnosed 
with  lung  cancer.  By  age  15  Michael  was 
helping  pay  the  family  bills  with  money 
he  earned  writing  about  videogames  and 
designing  easy-to-use  software  code  for 
creating  your  own. 

His  father,  an  advertising  entrepreneur, 
died  shortly  after  McCue  graduated  from 
high  school  in  1985.  McCue  skipped  col- 
lege to  go  to  work  for  IBM.  He  left  in  1989, 
at  age  22,  to  found  Paper  Software,  a  3-D 
graphics  company.  In  1996 
he  sold  it  to  Netscape  for 
$20  million  in  stock  and 


McCue  realized  he  needed  a  new  breed 
of  customer — ^big  companies  with  toD-free 
customer  lines  that  relied  on  clunky  inter- 
active voice-response  technology.  Tellme's 
voice-recognition  smarts  could  slash  costs 
and  free  callers  from  the  purgatory  of  the 
dreaded  option  menu  ("Press  1  for  ..."). 

But  McCue  was  funding  two  sales 
forces,  one  for  the  new  corporate  push 
and  the  other  for  advertising.  Last  March 
the  board  forced  his  hand,  telling  him  he 
couldn't  afford  two  sales  teams:  Pick  one 
or  the  other.  Ads  brought  in  the  com- 
pany's only  revenue,  $1.5  million  in  the 
first  quarter  last  year,  but  big  businesses 
were  the  future.  So  McCue  killed  the  ad 
side,  laying  off  29  people.  When  he  tried 


Surfing  Out  Loud 


the  retired  head  of  Cincinnati  Bell.  Ther 
he  was  the  architect  of  the  thriving  helf 
line  outsourcing  business  that  was  spu 
off  in  1998  as  Convergys.  LaMacchi 
spent  his  first  two  months  at  Tellm 
teaching  managers  how  to  develop  bus 
ness  plans  for  the  year  ahead,  mappin 
what  services  to  offer,  to  whom  and  ; 
what  price.  "It  was  a  novel  idea,"  he  say 
"They  never  thought  that  far  out." 

Tellme's  pitch:  Most  companie 
help-lines  handle  only  15%  of  calls  er 
tirely  by  automation,  but  we  can  lift  thi 
to  50%,  cutting  the  costs  of  human  ir 
tervention — and  customers  don't  hav 
to  invest  in  any  new  hardware,  softwai 
or  phone  lines.  Since  June  Tellme  hi; 

  landed  nine  million-do 

lar  accounts,  includin 
AT&T  Wireless,  E-Trad 


Computer  user 


Caller 


moved  to  Mountain  View, 
Calif,  to  eventually  become 
Netscape's  vice  president 
of  technology.  Two  years 
later  he  and  a  colleague, 
Angus  Davis,  quit 
Netscape  to  start  Tellme. 

They  spent  the  first 
18  months  and  $15  mil- 
lion of  backers'  money 
painstakingly  stitching 
together  Web  servers, 
telephone  hardware  and 
voice-recognition  soft- 
ware. Tellme  made  use  of  a  new  Web 
programming  language  called  Voice 
XML  that  makes  it  easy  to  convert  callers' 
words  into  Web  commands,  akin  to  typ- 
ing in  Web  site  addresses.  Tellme  soft- 
ware blurts  back  appropriate  responses. 
McCue  and  Davis  hired  scientists  from 
MIT  to  build  a  dictionary  of  more  than 
500,000  pronunciations,  so  that  Tellme 
could  distinguish  between  "Mih-ZOOR- 
ee"  and  "Ma-ZUR-ah"  and  know  they 
meant  the  same  thing:  Missouri. 

The  new  service  took  the  first  calls  in 
July  2000.  Zagat  paid  to  post  restaurant 
reviews,  and  cab  companies  advertised 
their  services.  Tellme  also  wooed  dot- 
coms that  wanted  to  reach  the  offline 
crowd.  The  timing  was  awful.  A  few  Web 
sites  signed  up,  such  as  ESPN.com  and 
Fandango,  an  online  seller  of  movie  tick- 
ets, but  most  prospects  were  dying  off. 


Tellme's  gateway  allows  callers  to  interact  with  Web  content  just  as  a 
keyboard  surfer  would.  The  difference:  Web  pages  must  be  written  in 
Voice  XML  instead  of  HTML;  the  data  are  then  read  aloud  to  the  caller. 


Web  browser 
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to  give  them  a  feel-better  speech,  he  broke 
down.  "They  thought  they  were  saving 
the  company  [by  leaving] .  They  ended  up 
consoHng  me." 

To  go  after  corporate  clients  he  spent 
another  $15  million  to  build  a  network 
capable  of  handling  millions  of  calls  a 
day.  The  sales  team  struggled  to  land 
enough  accounts  and,  by  June,  McCue 
realized  his  cost-cutting  had  fallen  short. 
He  told  the  board  to  replace  him  as  chief 
executive.  "I  felt  like  I  dropped  the  ball." 

Dreading  the  thought  of  an  outsider 
hacking  his  company,  McCue  did  it  him- 
self. He  canned  another  41  employees  and 
moved  50  others  to  a  new  group  that 
would  customize  Tellme's  technology  to 
suit  each  client.  He  also  hired  the  com- 
pany's first  chief  financial  officer. 

By  September  the  board  brought  in 
the  new  chief  executive,  John  LaMacchia, 


and  Merrill  Lynch. 

AT&T  Wireless  use 
Tellme  to  let  its  17  mil 
lion  customers  get  infoi 
mation  and  news  b\  d 
aling  #121  on  their  lc 
phones.  "Someday  a  1 1 1 
tomer  could  bu\ 
sweater  from  her  lm 
phone,  or  speak  an  l 

"  '     mail  message  that  end 

up  as  a  text  file,"  say 
Philip  Osman,  executi\' 
vice  president  at  AT& 

Wireless. 

A  Merrill  Lynch  hotline  powered  b 
Tellme  lets  advisers  dial  a  toll-free  num 
ber  to  hear  research  reports  stored  o 
Merrill's  servers.  It  also  lets,  say,  a  stock 
broker  for  a  client  get  in  touch  with  th 
unknown  colleague  who  handles  hi 
money  market  account,  merely  by  recii 
ing  the  client's  account  number  and  th 
department  the  broker  is  trying  to  reach 

For  Jiffy  Lube,  Tellme  sends  outboun' 
calls  to  remind  customers  it's  time  for  a: 
oil  change.  McCue  hopes  to  sign  up  air 
lines  to  zap  out  warnings  of  flight  delays 

Cool  tech,  but  TeUme  is  also  facin 
nimble  rivals  such  as  Telera,  Voxeo  an' 
BeVocal.  If  things  go  well,  the  best  McCu 
can  promise  is  that  he  will  show  positiA 
cash  flow  by  mid-2003.  When  he  starte< 
Tellme  in  1999,  that  prognosis  wouli 
have  been  enough;  it  isn't  anymore.  I 
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ECHNOLOGY  1  INSIGHTS  by  Peter  Huber 


The  Next  Killer  App 


THE  TECH  SECTOR'S  NEW  CHALLENGE:  SEE,  IDENTIFY, 
track — and  then,  if  need  be,  kill — people  and  things 
before  they  kill  you.  Americans  now  have  to  watch 
hundreds  of  millions  of  trucks,  cars,  packages,  letters 
and  people.  We  have  to  see  the  plastic  explosives 
)efore  they  detonate,  the  anthrax  before  it  gets  out  of  the 
•nvelope,  the  Sarin  nerve  gas  before  it  gets  into  the  air-condi 
ioning  duct. 

And  not  just  "see"  it,  but  recognize  it  for  what  it  is.  This  is 
lirport  screening,  shifted  over  to  the  rest  of  daOy  life  and  made 
nuch  better  than  the  screening  that  airports  themselves  were 
;etting  until  recently. 

Forensic  labs  have  slow  and 
•xpensive  ways  of  seeing  things, 
>ut  the  challenge  now  is  to  see 
ill  over  the  place  and  make 
ense  of  a  deluge  of  complex 
magery  on  the  tly,  and  do  it 
:heaply.  It's  an  information 
)roblem,  and  we  will  turn  to 
ligital  technology  to  solve  it. 

Most  targets  will  cooperate, 
o  speed  their  own  passage 
hrough  all  the  new  gateways. 
Zars  and  trucks  will  get  sophis- 
icated  transponders — ad- 
vanced versions  of  the  E-ZPass 
ystem  that  clears  cars  through 
ollgates  from  New  York  to 
Delaware.  Companies  like  Mo- 
orola  have  developed  radio  frequency  identification  technology 
hat  combines  sUicon  with  printed  ink  to  embed  smart  elec- 
ronic  tags  ubiquitously  in  packaging  materials.  The  Dutch  have 
ust  implemented  an  optional  iris-scanning  system  at  Amster- 
iam  airport;  you  have  to  pay  for  the  privilege  of  using  it,  and 
i-equent  travelers  will,  of  course. 

Even  these  opt-in  systems  will  have  to  link  up  with  intelli- 
;ent  networks  and  databases.  Transponders  can  be  stolen,  after 
lU.  Security  services  will  therefore  track  patterns  of  activity  and 
laily  habits  in  much  the  same  way  that  Citibank  looks  for  out- 
)f-the-ordinary  charges  to  your  credit  card,  and  calls  you  if  it 
loesn't  like  what  it  sees. 

Other  technologies  will  be  engaged  to  screen  uncooperative 
argets.  These  devices  begin  with  the  lightbulb  and  the  eyeball, 
low  built  out  of  semiconductors,  and  redesigned  to  see  across  a 
vide  range  of  frequencies,  from  microwaves  to  X  rays.  Tune 
hese  systems  just  right  and  you  can  punch  through  almost  any 


Tune  these 
devices  just  right 
and  you  can  see 
through  almost 
any  clutter- 
clothes,  walls,  fog, 
smoke,  foliage, 
dirt  and 
Sheetrock. 


clutter — clothes,  walls,  fog, 
smoke,  foliage,  dirt  and 
Sheetrock — to  form  an  image 
of  anything  else — metals,  hard 
plastics,  explosives  or  biological 
molecules.  Microwave-fre- 
quency radar  emerged  to  save 
London,  and  then  the  Atlantic 
convoys,  in  World  War  II. 
Today's  civil  defense  will  do  its 
looking  with  everything  from 
millimeter  waves  on  up  the  dial. 
Once  you  paint  the  target,  you  have  to  make  sense  of  what 
reflects  off  it.  That  requires  massive  number  crunching,  and 
even  more  massive  storage.  Until  Sept.  1 1  pattern-recognition 
software  focused  on  voice  recognition  and  the  translation  of 
printed  text  into  digital  data.  And  until  then,  it  was  entertain- 
ment video  that  was  going  to  impel  a  surge  of  new  demand  for 
high-speed  communications  links.  But  entertainment  is  mainly 
two-dimensional;  threat  recognition  is  3-D.  Voice  and  printed 
text  involve  two  famOiar,  standardized  media.  Security  threats 
come  in  many  more  forms.  Now  the  scanner  has  to  decipher  the 
microwave,  optical  or  X-ray  signatures  of  plastic  explosives, 
anthrax  DNA  and  human  irises. 

Look  how  much  high  technology  it  takes  to  do  a  CAT  scan, 
or  a  nuclear  magnetic  resonance  scan,  to  visualize  organs 
inside  the  human  body.  Now  we  have  to  do  much  the  same 
with  suitcases.  And  parcels  in  the  mail.  Tens  of  millions  of 
times  a  day.  Now  we  have  to  make  sense  of  all  those  fuzzy 
images  and  extract  from  them  the  one-in-a-million  shadow  of 
terrorism. 

Threat-recognition  systems  will  use  much  the  same  smart 
hardware,  bandwidth  and  databases  as  Verizon  does  to  provide 
Digital  Subscriber  Line  service,  or  Citibank  does  to  manage  its 
credit  cards,  or  Google  does  to  archive  Web  pages.  But  now  the 
databases  will  store  and  the  digital  lines  will  carry  images  of  bad 
things  like  guns  and  anthrax,  rather  than  good  things,  like  best- 
selling  books  or  credit  card  validations. 

Many  of  these  technologies  have  been  in  development  for 
years,  for  the  Pentagon  and  for  a  rising  number  of  civilian 
applications,  like  radar  for  cars.  But  Sept.  1 1  changed  things 
fundamentally.  Before,  seeing  technologies  became  technically 
and  commercially  inevitable  when  costs  dropped  enough  and 
performance  rose  enough  to  motivate  purchase  by  tire-kicking 
consumers,  workaday  factory  managers,  highway  engineers  and 
a  Pentagon  strapped  for  cash.  The  new  inevitability  is  driven  by 
the  specter  of  the  collapsing  skyscraper.  F 


Tjy. -,|^  _  _  I  Peter  Huber,  a  Manhattan  Institute  senior  fellow,  is  the  author  of  Hard  Green:  Saving  the  Environment  From  the  Environmentalists  and 
^KB^^a^iiv!  i  'he  Digital  Power  Report.  Find  past  columns  at  www.forbes.com/huber. 
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XE,CilNQLQJ3¥  J  DIGITAL TQQLS  by  Stephen  Manes 


Wired  Jul(eboxes 


Playing  Internet  '. 
radio  and  MP3  files 
without  a  computer 
sounds  like  a  great 
idea— until  you  try 
the  pricey  products 
now  on  the  market. 


GEEK  WISDOM  HAS  IT  THAT  HOME  ENTERTAINMENT 
devices  should  be  digital,  networked  and  Internet- 
enabled.  That  will  undoubtedly  happen,  but  three 
new  units  show  just  how  far  manufacturers  have  to 
go  along  the  learning  curve. 
The  $500  Philips  FWi-1000  is  a  tabletop  radio/CD/tape 
player  with  digital  extras — assuming  you,  like  any  self-respect- 
ing geek,  have  a  network  router  or  gateway  to  connect  to  its 
Ethernet  cable.  If  so,  the  unit  can  play  Internet  radio  or  MP3 
music  files  from  a  computer  elsewhere  on  the  local  network. 

But  your  PC  has  to  serve  as  the  jukebox,  because  this  unit 
has  no  hard  drive.  Internet 
radio  here  includes  only  sta- 
tions that  use  the  streaming 
MP3  format,  a  mere  subset  of 
the  Net  radio  universe.  You  can 
set  up  the  radio's  presets  from 
the  fi-ont  panel  or,  via  computer, 
from  the  handy  onscreen  direc- 
tory at  the  IM  Networks  Web 
site.  Too  bad  the  radio  refused 
to  recognize  one  of  the  stations 
I  picked. 

With  some  stations,  press- 
ing an  "info"  button  on  the  unit 
will  send  the  title  and  artist  of 
the  tune  in  progress  scroOing  across  the  radio's  busy  display.  But 
the  button  delivers  no  info  at  all  until  you  surrender  an  e-mail 
address.  Each  press  thereafter  sends  you  an  e-mail  with  the 
name  and  title  and  an  exhortation  to  buy  the  CD  via  a  direct 
link  to  CDNow,  which  often  fails.  If  you  want  info  on  the  radio 
display  but  no  spam  in  your  mailbox,  supply  the  e-mail  address 
of  the  president  of  Philips  or  IM  Networks  instead  of  your  own. 

For  $1,000  you  can  buy  Compaq's  iPaq  Music  Center,  a 
component  designed  to  be  connected  to  an  audio  system  and 
a  TV.  It  offers  a  more  limited  set  of  Internet  radio  stations,  but 
its  best  tricks  involve  compressing  CDs  into  fine-sounding  MP3 
files,  storing  about  350  hours  of  music  on  its  20-gigabyte  hard 
drive  and  identifying  and  cataloging  each  track  via  Gracenote's 
CDDB  online  database.  But  it  does  these  things  with  no  grace 
whatsoever.  For  example,  while  ripping  a  CD,  you  can't  listen 
to  it,  but  you  can  hear  the  drive's  loud  whine.  And  the  Music 
Center  crashes  so  often,  it  alone  could  have  inspired  the 
Hewlett  and  Packard  families  to  strike  Compaq  from  their 
Christmas  shopping  lists. 

HP's  $1,000  Digital  Entertainment  Center  del 00c  (who 
comes  up  with  these  names?)  can  play  CDs  and  compress  700 
hours'  worth  onto  its  40-gigabyte  hard  drive. 
It  can  also  burn  them  to  CD-R  or  CD-RW  disks 


in  MP3  or  standard  audio  fo 
mats — though  it  does  demar 
higher-priced  and  harder-tc 
find  "music"  blanks,  instead  < 
the  ubiquitous  computer  type 
It  offers  all  sorts  of  networkin 
from  dial-up  to  Ethernet  (bi 
not  wireless),  a  selection 
Internet  radio  stations  an 
occasional  fuzzy  videos.  It  ca 
even  download  and  store  Ml 
tiles  from  locally  networkt- 
computers,  which  can  rip  CDs  faster.  Like  the  iPaq,  it  displa) 
most  of  its  user  interface  on  the  TV,  though  both  have  litti 
built-in  displays  for  the  basics. 

Although  it  beats  Compaq's  offering  in  every  way,  you  sti 
may  not  want  one.  Attached  to  the  same  Ethernet  cable  the 
worked  perfectiy  with  the  Philips  radio  and  several  computer 
the  HP  component  failed  to  connect  automatically  to  my  hom 
network,  requiring  manual  settings  puzzling  even  to  initiate: 
The  fan  keeps  whirring  softly,  even  after  you  press  the  off^  bul 


Forbes 


ton.  Many  Internet  radio  stations  offered  onscreen  no  longe 
exist.  Editing  song,  title  and  playlist  information  via  the  awk 
ward  remote  and  an  onscreen  keyboard  is  infuriating,  particu 
larly  in  a  market  where  $300  400-CD  changers  accept  compute 
keyboards. 

When  you  pay  $1,000  for  a  product,  you  generally  expec 
better  design  and  execution  than  this.  But  when  you  realize 
that  these  devices  are  essentially  computers  masquerading  a; 
consumer  electronics,  their  failings  suddenly  make  perfec 
sense.  F 

Stephen  Manes  (steve@cranky.com),  cohost  of  Digital  Duo,  has  been  covering 
technology  for  nearly  two  decades.  Find  past  columns  at  www.forbes.com/manes. 
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ow  fast  can  I  deploy  your  critical  apps  from  Microsoft,  i2  and  SAP? 
How  fast  can  you  plug  me  in? 


Dell  j  Enterprise 

I  am  Dell  Enterprise.  PowerEdge™  servers,  storage,  infrastructure  software,  and  Premier 
Enterprise  Services.  And  I  not  only  run  the  critical  apps  your  enterprise  cJemands,  I  make  sure  they 
scream  from  day  one.  How'?  By  creating  alliances  with  leading  software  companies  like  Microsoft;'  i2f 
and  SAP.  And  by  creating  a  one-to-one  relationship  with  you.  The  result:  a  custom,  end-to-end  Intel® 
Pentium"  III  Xeon"  processor-based  solution  designed  to  deliver  maximum  uptime.  Pre-validated  and 
pre-configured  to  your  exact  specs.  Then  pre-tested  and  proven  before  it  leaves  the  factory. 

When  critical  is  the  name  of  the  game,  I  can  play  as  fast  as  you  can  plug.  To  find  out  Vv/hat 
customers  and  analysts  are  saying  about  Dell  Enterprise,  visit  us  online  today  at  dell.com/enterprise2. 


Rapid  deployment.  Maximum  uptime.  Easy  as 


D^LL 


icrosoft  NETPiartorm  Call  1-877-429-DELL  or  visit  www.dell.com/enterprise2 

TradeMatrix  Platform 
^SARcom  e-business  Platform 


logo,  Pentium  and  Pomiuni)  III  Xeon  are  trademarks  or  registered  trademarks  ot  Intei  Corparation  or  its  subsidiaries 
he  Deli  Computer  Corporatio!!.  ©2001  Dell  Computer  Corporation.  Ali  Rights  Reserved.  Oell  Computer  Corporation 
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INSIDER  ENRICHMENT  ACT 

he  Community  Reinvestment  Act  may  or  may  not  help  the  urban  poor, 
ut  it  definitely  helps  certain  wealthy  investors  get  even  wealthier. 

i  TOMAS  KELLNER 


JOHN  O.  UTENDAHL  HAS  DISCOV- 
ered  a  gold  mine.  The  founder  of 
what  he  says  is  the  nation's  largest 
black-owned  investment  bank 
id  asset  manager  (Utendahl  Capital 
irtners,  in  Manhattan,  with  $4  billion 
ider  management),  Utendahl  is  exploit- 


ing a  federal  law  called  the  Community 
Reinvestment  Act.  "There's  a  lot  of 
money  looking  for  something  like  this, 
that  first  meets  fiscal,  economic  desires, 
before  social  ones,"  says  Utendahl. 

Enacted  24  years  ago,  the  CRA  was 
designed  to  spur  federally  insured  banks. 


thrifts  and  mortgage  banks  to  supply 
credit  "consistent  with  safe  and  sound 
operations"  to  the  low-  and  moderate- 
income  communities  in  which  they  take 
deposits.  Whatever  its  effect  on  urban 
redevelopment,  the  act  has  a  powerfi.il  pull 
on  banks:  If  they  fail  to  satisfy  CRA 
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Excuses,  Excuses 


requirements,  they  may  have  trouble  com- 
pleting mergers — and  they  will  certainly 
open  themselves  up  to  class  actions.  Then 
again,  to  meet  CRA  criteria,  banks  must 
spend  a  small  fortune  documenting  their 
loans  for  the  federal  overseers  of  the  CRA. 
A  study  by  economists  Anjan  V.  Thakor 
and  Jess  C.  Belz  says  such  labors — includ- 
ing staffing  to  pinpoint  areas  and  invest- 
ments that  meet  these  requirements — can 
cost  an  institution  with  $500  million  or 
less  in  assets  4.5%  of  their  pretax  profits. 

This  is  where  Utendahl  comes  in.  To 
cash  in  on  this  market,  he  has  teamed  up 
with  .some  big  names,  including  American 
Express  Chief  Executive  Kenneth 
Chenault,  AOL  Time  Warner  Co-Chief 
Operating  Officer  Richard  Parsons  and 
famed  merger  lawyer  Joseph  Flom  of 
Skadden,  Arps,  Slate,  Meagher  &  Flom. 
They  have  put  together  a  $125  million 
fund — including  $8.7  million  of  their 
own — called  Urban  America  to  buy  real 
estate  in  depressed  areas  of  cities.  Because 
those  investments  meet  important  CRA 
criteria,  banks  (among  them  Citibank, 
First  Union  and  Deutsche  Bank)  can  sat- 
isfy compliance  by  buying  into  the  fund 
and  earn  more  than  they  would  on  mort- 
gages or  small-business  loans.  The  part- 
ners get  an  8%  annual  return  on  their 
investment;  the  general  partner  (led  by 
Utendahl)  receives  20%  of  capital  gains. 

Utendahl's  plan  is  not  modest:  He'd 
like  to  bring  the  fund  to  $400  million  over 
the  next  three  years,  list  it  on  a  stock 
exchange  as  a  publicly  traded  real  estate 

_"The  typical  owner 

investment  trust  and  then  take  it  to  $4 
billion  in  market  capitalization.  Close  col- 
laboration with  the  National  Congress  for 
Community  Economic  Development,  a 
trade  group  of  grass-roots  developers, 
would  ensure  that  all  the  REIT's  proper- 
ties conformed  with  CRA  requirements — 
and  enable  banks  to  satisfy  those  require- 
ments by  buying  shares  of  the  REIT.  In 
that  event,  the  general  partner's  1%  stake 
would  be  worth  $40  million. 

All  perfectly  legal — even  if  it's  not 
what  the  Beltway  bureaucrats  originally 
had  in  mind.  Typical  deal:  Urban  America 
laid  out  $6.4  million  in  September  2000  to 
buy  a  256,000-square-foot  strip  mall  in 


Because  the  rules  to  satisfy  the 
Community  Reinvestment  Act 
are  so  vague,  banks  have  tried 
many  ways  to  meet  them.  "A  lot  of 
times  you  go  to  a  bank  and  they  give 
you  a  whole  pile  of  stuff,"  says  a  gov- 
ernment CRA  examiner  in  New  York. 
"It's  sort  of  like  they  throw  it  against 
the  wall  and  hopefully  some  of  it  will 
stick."  The  purpose  of  development 
funds,  he  explains,  "Is  not  supposed  to 
be  about  race  or  religion.  It's  about 
income  levels." 

Since  compliance  is  "in  the  eyes  of 
the  examiner,"  some  pretty  weird  stuff 
gets  through.  Federal  regulators,  for 
example,  have  approved  the  following 
as  CRA-eligible  spending: 

•  Loans  to  redevelop  Times  Square. 

•  $10  million  for  a  New  York  United 
Way  chapter,  without  stipulation  of 

Lauderdale  Lakes,  Fla.  The  mall,  which 
came  with  14  acres  of  vacant  land,  was 
already  90%  occupied  at  close  with  such 
anchor  tenants  as  Office  Depot  and  Sports 
Authority.  The  fund  put  $200,000  into 
renovations.  It  signed  up  Starbucks  and  a 
new  Caribbean  restaurant  and  widiin  nine 
months  raised  the  occupancy  to  100%. 
That  alone,  says  Richmond  McCoy,  Urban 
America's  chief  executive,  created  80  new 
jobs  in  a  community  that  is  71%  black  and 


6%  Latino,  and  where  the  annual  median 
household  income  is  $21,000.  But  the 
fund  decided  not  to  get  involved  in  real- 
estate  development.  It  sold  the  empty  lot 
to  a  Miami  developer  for  $1.8  million — a 
$900,000  profit  on  the  parcel. 

McCoy  spends  five  hours  a  week  por- 
ing over  computerized  maps  from  the  Cen- 
sus Bureau,  where  poor  and  middle-in- 
come neighborhoods,  like  northwest 
Detroit,  show  up  as  green.  But  McCoy  does 
not  select  burned-out  lots  to  develop.  He 
is  looking  for  commercial  real  estate,  what 
he  calls  "very  clean  properties,"  with  95% 
average  occupancy.  The  hind  owns  15  strip 
malls  and  office  buildings  in  Georgia, 


how  the  funds  were  to  be  used. 

•  $10  million  for  a  New  York  com- 
munity housing  project,  which  allowed 
the  bank  to  write  off  the  $10  million  as 
a  direct  investment  and  receive  $10 
million  in  federal  and  state  tax  credits. 

•  $15  million  for  a  new  cathedral  in 
Queens,  N.Y.  built  by  former  congress- 
man Reverend  Floyd  Flake. 

Likely  approval:  any  loans  or 
investments  to  people  and  companies 
adversely  affected  by  the  attacks  on 
the  World  Trade  Center. 

The  examiners  don't  always 
say  yes.  Among  the  contributions 
they've  nixed: 

•  $100,000  for  a  PBS  documentary 
called  Africans  in  America  and  an 
accompanying  book. 

•  $100,000  to  a  youth  choir  in 
Harlem.  —T.K.  i 

Florida,  Maryland,  Michigan,  Nevada,  Nt 
York  and  Washington,  D.C.,  with  anch 
tenants  like  Home  Depot  and  Safew? 
lease  renewal  rates,  McCoy  says,  ran  94 
last  year.  Average  annual  cash  returns  c 
the  three-year-old  fund  so  far:  1 1%. 

McCoy  explauis:  "The  typical  owner 
these  communities  is  a  second-generatic 
white  guy  whose  family  has  been  in  V 
business  for  a  long  time,  and  he  wants 
get  some  cash  out  and  move  forwarc 


How  does  transferring  title  of  a  strip  m 
from  such  an  owner  to  Utendahl  fig 
poverty?  "Freddie  Mac  and  Fannie  M 
have  created  value  by  providing  liquidity 
the  mortgage  market,"  says  Jeffrey  Gugic 
Utendahl's  managing  director.  "By  brin 
ing  liquidity  to  inner-city  commercial  rt 
estate,  we  stimulate  development  and  e 
pand  the  market." 

There  are  those  who  disagree.  "I  doi 
want  to  say  that  more  capital  available  t 
commercial  real  estate  in  the  inner  cit) 
a  bad  thing,"  says  Matthew  Lee,  executi 
director  of  the  Inner  City  Public  Intert 
Law  Center  in  the  Bronx,  N.Y.  "But  it 
perversion  of  the  CRA." 


Is  a  SECOND-GENERATION  WHITE  GUY^ 


114     FORBES.  Poa  mber  10,  2001 


First  Paycheck 


iow  many  recessions  and  tax  law  changes  will  occur  between  your  first  job  and  your  last? 
Who  knows?  How  do  you  outmaneuver  whatever  fate  serves  up?  The  answer  is  flexibility. 
That's  why  our  401(k)s  offer  such  a  diverse  range  of  investment  and  planning  options. 
Sorry  to  take  the  thrill  out  of  guessing.  You  can't  predict.  You  can  prepared' 

enheimerFunds/lnvestmenls-Retlrement  Services/401(k|Plans-Llle  Insurance-Disability  Income  Insurance-Long  Term  Care  Insurance-Annuities-Trust  Services- For  our  nearest  office,  contact  massmutiial.com 

Ml  Massachusetts  Mutual  Lite  Insurance  Co,  (MassMulual),  Spnngfield,  MA  01 1 1 1 .  Securities  products  and  services  offered  ttirough  MML  Investors  Services,  Inc.,  a  MassMutual  subsidiary,  member  SIPC,  and  OppenheimerFunds 
Distributor,  Inc.  Trust  services  are  offered  ttirougti  The  MassMulual  Trust  Company,  FSB.  OUIJA"  &  ©2001  Hasbro,  Inc.  Used  wilii  permission. 
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Works.com  jumped  early  into  B2B— 

and  fell  into  a  bottomless  pit. 
Will  a  makeover  help  it  climb  out? 

BY  DANIEL  FISHER 


JAMES  R.  (BO)  HOLLAND  THOUGHT  HE 
had  a  good  idea  when  he  launched 
Works.com  in  1997.  He'd  provide  an 
Internet  marketplace  where  small  and 
medium-size  businesses  could  buy  routine 
supplies,  from  paper  clips  to  fluorescent 
lighting  fixtures. 

Unfortunately,  just  about  everyone  else 
on  Earth  had  the  same  notion.  At  the  height 
of  the  short-lived  B2B  boom  there  were  at 
least  2,500  would-be  electronic  emporiums 
to  sell  every  good  and  service  you  could 
think  of  And  next  to  none  were  making 
any  money.  Austin,  Tex.-based  Works  (it 
ditched  the  "dot-com"  this  year)  was  no  ex- 


Transactions  ran  as  high  as  15,000  a  month 
at  their  peak  in  2000.  Still,  Holland  was 
barely  scratching  the  $2.8  trillion-a-year 
market  for  mid-tier  companies'  business 
supplies.  Most  would-be  clients  were  stiU 
wedded  to  catalog  and  tn-store  orders.  After 
burning  through  $30  million,  Works  had 
signed  up  just  four  vendors  online.  "We  just 
thought,  Tf  we  don't  solve  this  problem, 
we're  dead,' "  recalls  Holland. 

Turns  out  he  was  sitting  on  a  solu- 
tion— literally.  Holland,  36,  used  to  spur  on 
his  sales  force  by  opening  his  wallet  and 
waving  a  credit  card,  yelling,  "We  need  to  be 
as  ubiquitous  as  Visa!"  Then  a  lightbulb 


So  c^rifs       "We  thought,  'IF  WE  DON'T 
fo'l :  ^0.:*   SOLVE  THIS,  WE  RE  DEAD.' " 


Sitting  on  the  solution:  Works'  Bo  Holland. 

went  on.  Visa  already  had  electronic  liil 
with  the  suppliers  Holland  needed.  Th 
weren't  sophisticated  tie-ins,  but  they  c 
provide  an  easy  way  to  process  a  transt 
tion  over  the  Web,  including  secure  pa 
meat  and  rudimentary  information  abo 
the  name  and  type  of  vendor  involved. 

A  onetime  executive  at  both  Citrix  S) 
tems  and  Pervasive  Software,  Holland  h 
Web-based  software  that  allowed  a  cor 
pany's  accounting  department  to  revit 
and  approve  every  transaction  before  it  v, 
made.  If  Works  could  link  up  with  Vi 
companies  could  use  credit  cards  to  hant 
purchases  without  worrying  about  want( 
overspending.  Holland  and  his  vice  pre 
dent  of  development,  Todd  Praisner,  d 
covered  that  the  computer  systems  at  cred 
card  processing  centers  could  instant 
authorize  charges  for  specific  amounts  ai 
particular  merchants,  meaning  business 
could  control  spending  in  real  time  inste; 
of  waiting  until  the  end  of  the  month.  ". 
we  got  into  it  we  realized  they  had  absolute 
everything  we  needed,"  Holland  says. ' 
was  a  miracle."  Or  at  least  a  hint  of  salv 
tion.  Works  still  had  to  forge  links  with  Vi: 
credit-card  processors  and  banks  that  iss 
the  cards  and  maintain  ties  vwth  merchan 
Visa,  for  its  part,  smelled  opportunity,  sin 
only  7%  of  mid-size  companies  use  pu 
chasing  cards.  So  it  was  all  too  happy  a  ye 
ago  to  sign  a  deal  with  Holland  that  mig 
encourage  more  companies  to  hand  o 
purchasing  cards  to  employees.  The  pai 
nership  has  promised  marketing  suppc 
but  won't  say  when  that  wUl  start. 

A  turnaround?  Not  yet.  Holland's  bac 
ers — among  them,  Adams  Capital,  Ker 
per  Ventures  and  Trellis  Partners — piled  c 
an  additional  $36  million  between  lui 
2000  and  luly  200 1 .  PNC  Bank  has  an  agre 
ment  with  Visa  to  spread  Works'  softwa 
among  its  34,000  corporate  clients  ar 
process  the  paperwork  once  the  system 
up  and  running.  Only  a  handfial  of  Worl' 
customers  are  testing  the  system — and  sal 
have  dried  to  a  trickle.  Holland  insists  1 
needs  only  "hundreds,  not  thousands," 
clients,  each  paying  an  annual  licensing  f 
of  $20,000  to  $100,000,  for  Works  to  su 
vive.  "It  may  take  a  year  or  two  to  reat 
critical  mass,"  he  says.  He'd  better  hope  h 
investors  are  as  patient.  | 
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With  Kinko's  DocStore,  you  print  only  what  you  need. 
You  save  money.  And  you  look  like  a  million  bucks. 


Without  Kinko's  DocStore 


Warehousing  expense  $  3,000 

Tossing  obsolete  brochures  $  5,000 

Printing  new  brochures  $15,000 


Total  Cost: 


$23,000 


Products  &  Services  Guide 


WESTERN  EDITION 


isacme 


With  Kinko's  DocStore 


Printing  new  brochures 


$75 


Total  Cost: 


$75 


INTRODUCING  KINKO'S  DOCSTORE-THE  ONLINE  DOCUMENT  CATALOG. 
If  you  are  a  midsize  to  large  company,  there  are  lots  of  reasons  to  use  Kinko's 
DocStore.  Here's  how  it  works:  we'll  create  a  secure  document  catalog  that  everyone 
in  your  company  can  access  from  just  about  anywhere.  Which  makes  it  ideal  for 
managing  all  of  your  sales  brochures  and  training  manuals.  With  Kinko's  DocStore, 
we'll  also  print  your  documents  for  you.  So  you'll  get  only  what  you  need,  wherever 
and  whenever  you  need  it.  This  way  everyone  has  the  most  current  information, 
giving  you  the  competitive  edge.  Plus  you  won't  waste  money  warehousing  or  tossing  obsolete 
documents  t)iat  are_  associated  with  offset  printing.  For  more  information,  call  1-888-KINKOS-1  today. 


PRINT  ON  DEMAND  •  SECURE  DOCUMENT  CATALOG  •  DOCUMENT  CUSTOMIZATION 
COMMERCIAL  BUSINESS  REPRESENTATIVES  •  ONUNE  ORDERING  &  PRINTING 
Open  24  hours  •  1-888-KINKOS-1 


kinko's' 

■■  ■  we're  doing  more? 


Products,  services  and  hours  vary  by  location.  See  store  for  details.  ACME  is  a  fictitious  company  used  as  a  sample  for  illustration  purposes  only.  Netscape  Communicator  browser  window  ©2001  Netscape 
Communications  Corporation.  Used  with  permission.  Netscape  Communications  has  not  authorized,  sponsored,  endorsed  or  approved  publication  and  is  not  responsible  for  its  content.  Kinko's  and  we're  doing  more 
are  proprietary  marks  of  Kinko's  Ventures,  Inc.  and  are  used  by  permission.  Kinko's  requires  written  permission  from  the  copyright  holder  In  order  to  reproduce  copyrighted  work.  ©2001  Kinko's,  Inc.  All  hghts  reserved. 


THE  WILD,  WILD  EAST 

On  the  rugged  frontiers  of  capitalism  the  heroes  are  entrepreneurskis 

BY  BENJAMIN  FULFORD 


IF  YOU  WANT  TO  SEE  ENTREPRENEUR- 
ship  at  its  root-and-rock  basic,  visit  the 
island  ot  Saklialin  in  Russia's  far  east. 
Thirty  miles  north  of  Japan,  Sakhalin 
(pronounced  "sakaleen")  was  once  home 
to  Czarist  and  Stalinist  prison  camps, 
tumbledown  oilfields,  a  crumbling  mili- 
tary installation  and  a  dying  fishing 
industry.  Today,  with  1,500  expatriates 
from  around  the  globe,  the  island  is 
emerging  as  a  dramatic  boomtown — 
multijiational  oil  companies  have  pledged 
$45  billion  in  investment  over  the  next 
ten  years.  But  for  most  locals  it's  still 
tough  to  turn  a  ruble. 

"In  Russia  one-third  of  the  people 
work,  one-third  rob  from  those  who  work 
and  another  third  spend  their  time  chas- 
ing after  the  robbers,"  laughs  Alexandr 
Dashevsky,  33,  who  works  three  jobs  to 
make  ends  meet.  Last  year  he  took  in  over- 
aU  revenue  of  $70,000  as  a  consultant,  an 
eco-tour  operator  and  an  editor  of  the 
island's  English-language  newspaper. 
From  all  this  he  netted  $14,000,  a  fortune 
in  a  land  where  unemployment  is  30% 
and  the  average  monthly  income  is  $100. 

Dashevsky  is  fortunate  in  another 
respect.  In  1993  he  was  one  of  four 
islanders  to  receive  $600  in  seed  money 
from  an  incubator  run  by  the  University  of 
Portland  (Ore.)  and  Loyola  Marymount 


University  in  California.  With  the  grant 
came  three  months  of  free  tuition  at  the 
University  of  Alaska  in  Anchorage,  where 
he  studied  business,  marketing  and 
accounting.  He  invested  his  knowledge 
and  seed  m.oney  in  camping  and  fishing 
gear,  with  the  idea  of  luring  tourists  to 
Sakhalin's  spectacular  natural  attractions. 

That  business  failed  and  Dashevsky 
was  forced  to  liquidate.  Then  thugs  broke 
into  his  house,  tied  him  to  a  chair  and 
robbed  him  of  all  his  cash.  Once  again  the 
Yanks  helped  out.  The  Carana  Corp.,  a 
consultancy  that  scopes  out  investment 
opportunities  for  the  U.S.  Department  of 
Commerce,  zeroed  in  on  Dashevsky  and 
packed  him  off  for  four  months  to  the 


Nantahala  Outdoor  Center,  ■< 
eco-tourism  center  near  Brysc 
City,  N.C.  There  he  learned  he 
to  run  large-scale,  low-cost  rai 
ing  and  fishing  trips. 

Sakhalin  has  many  attra 
tions:  jagged  mountains,  vole 
noes,  hot  springs  and  spectac 
lar  waterfalls.  You  can  fish  f 
trout  and  salmon  and  dive  fi 
king  crab.  Bear  season  lasts  fro 
August  to  October.  If  natu 
isn't  your  thing,  visit  the  ci 
trance  to  a  15-mile-long  tunn 
Stalin  built  to  the  mainland 
the  cost  of  20,000  lives.  (It  end^ 
a  few  hundred  yards  short  ■ 
completion  when  he  died 
1953.)  There  are  visits  to  settl 
ments  of  the  Nifkhi,  the  ma 
indigenous  group,  tours  of  col( 
nial  buildings  in  the  capita 
Yuzhno,  dating  to  the  Japane 
occupation  of  1905-45,  an 
plenty  of  casinos  and  nightclubs.  Outsic 
the  bars  hundreds  of  burly,  heavily  arme 
men  hang  around  with  seemingly  little  i 
do.  Best  to  have  a  car  waiting  for  you  whe 
you  decide  to  leave. 

Dashevsky's  affiliation  with  tl 
Sakhalin-Alaska  Consulting  Group  brin; 
him  work  with  visiting  businessmen.  L 
hooks  up  oil  companies  with  governmei 
officials,  helps  with  paperwork  and  hirir 
and  locates  trustworthy  private-sectc 
partners.  It's  easy  for  an  outsider  to  gi 
ripped  off.  Dashevsky  recalls  the  case 
Tairiku  Boeki,  a  Japanese  trading  compar 
that  put  up  $20  million  to  build  the  San 
Resort,  a  four-star,  89-room  hotel,  wit 
restaurants,  shops,  gym,  sauna  and  casim 
in  Yuzhno.  Once  the  complex  was  up,  th 
Russian  partners  seized  the  propert 
Despite  winning  every  court  case,  th 
investor  may  never  get  its  hands  on  th 
property — or  its  money. 

When  Dashevsky  isn't  guiding  touris 
and  business  folk,  he's  managing  th 
Sakhalin  Times,  a  weekly  with  a  circulatio 
of  999.  It  pulls  in  $1,000  a  month  in  ac 
and  is  profitable.  But  Dashevsky's  first  lo\ 
is  still  the  outdoors.  To  that  end,  he 
investing  $50,000  from  American  friend 
in  an  all-terrain  camper  truck  with  eigh 
beds,  a  satellite  phone  and  a  compute 
Now  that's  roughing  it. 
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As  I  See  It.  #52  in  a  series 
Torkil  Gudnason 
"Finishing  Touches" 
Photography  ^jg^^fei, 


Look  closely.  Intrigued?  KOHLER  finishes  will  captivate  your 
eye  on  faucets  witfi  an  aesthetic  value  rich  in  atmosphere.  With 
opulent  shades  of  precious  metal,  it's  truly  a  stroke  of  genius. 
For  more  information,  call  1-800-4-KOHLER,  ext.  KXZ,  visit  a 
KOHLER®  Registered  Shovv'room  or  www.kohler.com/finishes 

©2001  by  Kohler  Co 


solidation  of  your  three  data  centers  into  one,  when  word  comes  in  that  you're  buying  your 
largest  overseas  distributor,  adding  two  more  data  centers  to  the  already 
complex  equation.  Okay  now  what? 

To  stay  competitive  in  on  environment  like  this,  you  have  to  be  able 
to  react  quickly  and  decisively  in  the  face  of  sudden  change.  It  would  help 
if  your  infrastructure  were  open,  resilient  and  manageable  enough  to  adapt 
when  you  need  it  to.  And  the  only  way  that's  possible  is  if  the  infrastructure 
is  built  to  work  around  your  needs,  not  the  other  way  around. 

HP  OpenView— our  multi-platform  management  software  — puts 
control  of  your  entire  infrastructure  within  easy  reach  of  your  keyboard. 
You  can  visualize  and  monitor  your  infrastructure— from  legacy  systems  to 
storage  to  Internet  services— from  one  central  location.  Helping  you  preempt 
problems  before  they  occur,  cost-effectively  maintain  high  service  levels  and 
protect  revenue  streams. 

HP  infrastructure  solutions  — servers,  software,  storage,  services  and 
beyond— are  engineered  for  the  real  world  of  business.  Because  the  last  time 
we  checked,  that's  where  we  all  work.  Call  1.800. HPASKME,  ext.  246.  Or  visit 
hp.com/go/infrastructure. 

Infrastructure:  it  starts  with  you. 


I 


J^ARKETJLNG 


EDITED  BY  MELANIE  WELLS 


Less  Than 
feet  Pi 


The  very  private 
Samuel  C.  Johnson 
is  going  public  in 
an  effort  to  sell  more 
household  products. 
Will  anyone  notice? 


DOES  ANYONE  REALLY  CARE  TO  KNOW  ANYTHING 
about  the  family  behind  the  company  that  brought 
you  the  taglinc  "Raid  Kills  Bugs  Dead"?  The  pri- 
vately held  and  famously  reclusive  S.C.  Johnson  Co. 
assumes  you  do — and  that  your  heart  will  melt  like  floor  wax. 
Since  mid-November  it  has  released  a  series  of  oddly  flat  com- 
mercials where  black-and-white  shots  of  Samuel  C.  Johnson, 


fourth-generation  leader  and  now  chairman  emeritus,  are  ju'' 
taposed  with  color  images  of  such  brands  as  Pledge  and  ZiplO' 
"In  many  ways,  taking  care  of  one's  house  is  just  like  taking  cai 
of  a  family,"  the  billionaire  intones  in  one  ad.  "And  we've  nevt 
lost  sight  of  that." 

The  grandfatherly  pitch  is  intended  to  help  the  $4.5  billio 
(sales)  Racine,  Wis.  firm  boost  revenues  in  its  slow-growin 
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'"When  you're  talking  about  a  $3  product^  consumers 
don't  rare  about  the  name  of  the  people  who  make  it. 


markets.  (Information  Resources,  which  tracks  turnover  in 
most  supermarket  and  drugstore  chains,  has  the  food  bag  cat- 
egory down  2%  and  furniture  pohsh  down  4.5%  in  a  recent 
report.)  Even  the  family  patriarch  sounds  glum.  "We're  not  an 
endangered  species,  but  we  are  a  threatened  species  because 
we  compete  in  a  very  challenging  world,"  says  Johnson,  who 
headed  S.C.  Johnson  for  46  years  before  handing  the  reins  to 
son  Fisk,  43,  a  year  ago. 

The  campaign,  created  by  Foote,  Cone  &  Belding  in  Chicago, 
now  part  of  Interpublic  Group,  has  been  in  development  for  well 
over  two  years — and  will  add  an  estimated  $15  million  to  John- 
son's $450  million  annual  ad  budget.  The  commercials  might 
have  special  resonance  these  days,  given  that  people  are  more 
concerned  about  security  and  the  products  they  use.  "The 
return-lo-family  mentality  fits  really  well  with  this,"  says  Helen 
Johnson-Leipold,  Sam's  daughter  and  chief  executive  of  pub- 
licly held  Johnson  Outdoor,  maker  of  Old  Town  canoes  and 
Scubapro  diving  gear. 

But  it  all  raises  an  important  question: 
Do  family  spokesfolks,  or  even  company 
founders,  help  product  sales?  The  evi- 
dence is  mixed — and  sketchy.  In  the  late 
19th  century,  teacher-turned-snake-oil- 
seller  Lydia  E.  Pinkham  used  her  image 
and  signature  to  help  sell  her  eponymous 
vegetable  compound  as  a  cure-all  for 
faintness,  flatulence,  depression  and  other 
"female"  complaints.  While  her  product 
may  have  been  suspect — a  main  ingredi- 
ent was  alcohol — her  marketing  strategy 
was  sound.  Ads  that  appeared  in  newspa- 
pers and  on  barns  were  so  persuasive  that 
women  wrote  her  detailing  their  aches 
and  pains.  They  always  received  a  letter 
back  signed  by  Lydia — even  long  after  the 
lady  died,  thanks  to  those  who  kept  the 
company  going. 

More  recently,  Gina  Gallo,  a  third - 
generation  winemaker,  has  been  helping 
privately  held  Ernest  &  Julio  Gallo  be- 
come known  for  its  better  line  of  wines. 
Mumbling,  folksy  Dave  Thomas  has  appeared  in  750  commercials 
for  Wendy's,  a  $7.7-billion  company.  He  helps  sell  a  lot  of  burg- 
ers, although  you  might  wonder  how  many  he  himself  has  eaten 
since  his  quadruple  bypass  surgery  in  1996.  And  it's  certainly  only 
a  matter  of  time  before  telegenic  William  Clay  Ford  Jr.  appears  in 
ads  to  bolster  Ford  Motor  sales  and  his  position  at  the  helm. 

Anheuser-Busch  seems  to  be  hedging  its  bets.  The  occasional 
commercial  featuring  August  Busch  IV  is  intended  to  boost  sales 
of  Budweiser — and  fV's  chance  of  getting  the  corner  office  when 


"A  threatened  species":  Johnson  products 


dad  retires  from  the  publicly  traded  beermaker.  Bill  Gates  m 
have  thought  twice  about  repeating  his  bad-cop  video  perf 
mance  for  the  Justice  Department  when  he  appeared  briefly,  c 
stultifyingly,  in  Microsoft  commercials  last  year.  And  w 
remembers  that  Sara  Lee  Lubin  popped  up  in  ads  ten  years  < 
for  Sara  Lee,  the  company  named  for  her  by  her  baker  d; 
"Unfortunately,  this  type  of  advertising  is  often  very  low  on 
creative  food  chain,"  says  James  B.  Twitchell,  who  teaches  adv 
tising  at  the  University  of  Florida  at  Gainesville. 

Is  Johnson  really  the  best  pitchman  to  help  consumers  dec 
between  Pledge  and  Sara  Lee's  Endust?  "Consumers  like  to  1 
that  William  Clay  Ford  is  watching  out  for  them,"  says  mark 
ing  consultant  and  author  Al  P.  Ries  of  Atlanta.  "A  car  is  a  $20,C 
investment.  When  you're  talking  about  a  $3  household  prodt 
consumers  don't  care  about  the  name  of  the  company  or  i 
people  who  make  it." 

Even  Johnson  wonders  about  the  efficacy  of  the  new  a 
"I've  had  doubts,"  he  admits.  "Th( 
isn't  going  to  be  any  instant  increase 
market  share  of  Raid  because  we've  r 
this  campaign.  It  just  isn't  going  to  wc 
ihat  way."  Johnson  suggests  the  cai 
paign  was  a  tough  sell  to  the  compan 
brand  managers,  who  care  more  abc 
short-term  product  sales  than  brandi 
the  company  as  a  feel-good  enterpri 
until  they  were  reassured  that  the  coi 
pany  wouldn't  cut  their  budgets  to  fu 

 the  campaign. 

^^^^^^^^^^H  Finally,  there's  the  matter  of  Joh 
^^^^^^^^^^H  son's  age — 73.  The  success  and  popuh 
^^^^^^^^^^H  ity  of  Dave  Thomas  and  Frank  Perd 
I^^^^^^^^^H  provide  a  case  for  turning  geezers  in 
H^^^^^^^H  advertising  stars.  But  both  compa 
^B^^^  founders  were  a  lot  younger  when  th 

started  appearing  before  the  camera 
'  0^  ^^Hj  and  both  relied  on  self-effacing  hum< 

"  ^.^^dl^^l  which  seems  most  un-Johnsonian.  T 
Ah^^^^^^H  campaign,  if  successful,  could  outli 
Johnson.  He  frets:  "I'm  going  to  becor 
less  photogenic  as  I  get  older." 
Strangely,  though,  there  are  no  plans  to  include  Johnsor 
kids — the  people  who  are  now  running  the  family's  comp 
nies — in  the  spots.  Johnson-Leipold  apparently  agrees  that  h 
dad  is  the  best  figure  to  sell  the  company  and  its  products.  Si 
recalls  that  one  woman  who  saw  the  commercials  in  a  foe 
group  kissed  her  fingers  and  touched  the  TV  screen  after  seeii 
the  elder  Johnson. 

Question  is,  did  she  then  rush  out  and  buy  Johnsc 
Wax?  — M.V 
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Breguet  Boutique,  779  Madison  Avenue,  New  York,  (212)  288-4014 


eProcurement 

Strategic  Sourcing  and  the  Internet  Transform  the  Supply  Ch 


During  tough  economic  times,  companies  often  lean  on 
their  suppliers  and  internal  purchasers  to  wring  savings 
out  of  the  procurement  process  and  help  drive  near-term 
profitability.  Improving  procurement  and  supply  chain 
management  has  thus  become  a  strategic  initiative. 


"Cross-functional  management  of  spending  categories,  cor- 
porate aggregation  of  spending,  supplier  rationalization,  sup- 
plier management  and  other  such  ideas  have  been  around  for 
decades,"  says  Pierre  Mitchell,  an  analyst  with  AMR  Research. 
"However,  only  the  most  advanced  organizations  have  inter- 
nalized strategic  sourcing  as  a  systemic  process  that  includes 
the  majority  of  spending  categories,  business  units,  suppliers 
and  life  cycle  processes." 

According  to  the  Aberdeen  Group,  a  leading  IT  market  analysis 
firm,  procurement  provides  the  greatest  opportunity  to 
improve  processes,  increase  productivity  and  reduce 
costs  in  the  supply  chain.  "Purchased  products  and 
services  are  the  single  largest  expense  at 
most  organizations,  accounting  for  50 
cents  to  55  cents  of  every 
dollar  earned  in  revenue," 
the  Aberdeen  Group  re- 
ports. "Reductions  in  pro- 
curement costs  translate 
into  a  dollar-for-dollar  in- 
crease in  profits." 

Next-generation  e- 
procurement  applications 
move  beyond  the  auto- 
mation of  simple  opera- 
tional procurement  tasks 
for  catalog-based  products 
into  products  and  services 

Written  and  produced  by  Jerry  Bowles 

Illustration  by  Eric  Mueller 


that  were  once  too  complex  to  mar 
electronically.  These  include  highly  e 
neered/custom  products,  commodi 
services,  capital  goods,  direct  mate 
and  MRO  items.  New  negotiation  and 
(request  for  proposal)  applications 
enabling  trading  partners  to  conduct  c 
merce  online  with  as  rich  a  dialogu 
they  can  achieve  off-line. 

AMR  Research  predicts  that  strategic  sourcing  will  gene 
$350  billion  of  value  and  a  $28  billion  applications  market  in  the 
alone.  The  increasing  corporate  emphasis  on  continuous  cost 
ings,  especially  in  an  economic  downturn,  will  double  the  rela 
ly  small  e-sourcing  market  from  2000  to  2001 ,  with  a  five-year  c 
pounded  annual  growth  rate  of  75%  to  $3.5  billion  in  2005. 
"Strategic  sourcing  and  Internet-enabled  procurement 
the  next  wave  of  the  revolution,"  Mitchell  5 
"They  are  ways  for  companies  to 
measured  business  improvements  by 
mizing  their  procurem 
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It's  no  secret.  The  better  informed  you  are  about 
your  suppliers,  the  better  your  chance  of  having  a 
profitable  relationship.  Unfortunately,  getting  the 
whole  story,  especially  when  it  spans  multiple 
locations  and  conti-acts,  has  never  been  easy.  But 
now,  SAS,  the  worldwide  leader  in  providing  solu- 
tions to  drive  the  intelligent  enterprise,  has  joined 
forces  with  Dun  &  Bradstreet  to:    '^i?;^'    ■  ' o" 

•  Bring  insight  and  certainty  to  supplier  relation- 
ship management,    'u'^y/'.'-  '']yyy'^'\''''.'/H'H- 

•  Leverage  supplier  intelligence  to  save  as  much 
as  1 5%  on  your  total  procurement  costs.  k'.' 

Find  out  what  SAS  supplier  intelligence  can  mean 
for  your  business.  And  your  bottom  line.  [ 

-r-.  '—■  :  '■  7 — — ■-  ^— - — '  ■ 
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process  and  improving  tineir  bottom  line  with  price-related  sav- 
ings, process  efficiencies  and  better  demand  management." 

ICG  Commerce: 

Delivering  Procurement  Cost  Savings  to  AmeriGas 

AmeriGas  Partners,  L.P.,  is  the  nation's  largest  retail  propane 
marketer,  delivering  1 .3  billion  gallons  of  fuel  a  year  ta  nearly  1 .2 
million  customers  from  700  sales  and  service  locations  in  50 
states.  Like  many  geographically  dispersed  companies,  Ameri- 
Gas has  ably  managed  its  major  capital  expenditures  while  con- 
centrating less  on  managing  the  common  indirect  purchases  — 
like  office,  industrial  and  safety  supplies  —  which,  according  to 
AMR  Research,  consume  an  average  of  18%  of  revenues, 

"We  typically  focused  on  larger  strategic  purchases  —  in  the 
propane  industry,  we're  the 
largest  purchaser  of  cylinders  in 
the  U.S.  —  and  we  have  man- 
aged those  items  very  well," 
says  Rod  Quinones,  purchasing 
manager  at  AmeriGas.  "With  a 
focus  on  strategic  purchases,  we  didn't  have  the  opportunity 
to  fully  realize  the  savings  that  existed  with  indirect  goods." 

To  better  handle  these  indirect  expenses,  AmeriGas  turned  to 
ICG  Commerce,  a  procurement  services  provider  with  extensive 
purchasing  and  strategic  sourcing  expertise  across  multiple 
industry  groups  and  multiple  buying  categories.  Unlike  single- 
point  procurement  solutions  such  as  e-procurement  software 
providers,  ICG  Commerce  offers  an  end-to-end  solution  that 
addresses  all  corporate  purchasing  needs.  "ICG  Commerce's 
comprehensive  approach  delivers  maximized,  measurable  sav- 
ings," says  Fred  Festa,  president  and  chief  executive  officer  for 
ICG  Commerce.  "Our  full  suite  of  services  include  online  cata- 
logs reflecting  aggregated  buying  power  for  all  major  indirect 
categories,  e-sourcing  tools  and  services  for  direct  and  strate- 
gic purchases,  and  full  procurement  outsourcing." 

Prior  to  launching  the  initiative  with  ICG  Commerce,  Ameri- 
Gas was  hindered  with  a  very  manual,  paper-based  purchasing 
process.  About  a  year  ago,  AmeriGas  began  the  process  of 
sending  computers  to  nearly  80  of  their  700  locations.  ICG 
Commerce  and  AmeriGas  then  implemented  RealExchange-"' 
—  ICG  Commerce's  proprietary.  Web-based  purchasing  tool  — 
to  help  automate  the  purchasing  process  and  provide  access 
to  suppliers  within  the  ICG  Commerce  network  as  well  as  a 
number  of  AmeriGas  incumbent  suppliers. 

"Shifting  to  ICG  Commerce  produced  immediate  operational 
benefits,"  Quinones  says.  "We  have  process  savings,  fewer 
errors  and  timely  deliveries.  And  our  market  managers,  who 


typically  run  eight  to  ten  locations,  are  able  to  establish  bu'j 
levels  for  their  users.  If  a  purchase  exceeds  that  limit,  the  ol 
IS  automatically  forwarded  to  the  manager  for  approval." 

By  aggregating  the  buying  power  of  its  140-company  wc 
wide  customer  base  and  leveraging  deep  sourcing  and  Ci 
gory  expertise,  ICG  Commerce  has  negotiated  optimal  pric 
and  service  with  select  suppliers  in  30  product  categories.  C 
tomers  like  AmeriGas  purchase  these  sourced  goods  and 
vices  through  RealExchange. 

Through  ICG  Commerce's  services,  AmeriGas  has  reali 
significant  savings.  "With  ICG  Commerce,  we  have  redu 
our  expenditures  on  some  indirect  categories  by  as  muci" 
23%, "  Quinones  says.  "We're  now  expanding  and  using  a' 
tional  ICG  Commerce  services.  For  example,  they've  helpec 


source  some  strategic  purchases  including  modular  builc 
units  and  telecommunications  equipment,  and  through  str; 
gic  sourcing  and  auction  support,  ICG  Commerce  has  hel| 
us  achieve  40%  savings  on  our  cylinder  sleeves." 

"There  are  no  categories  nor  procurement  savings  that 
can't  impact  for  a  company,"  says  Festa,  "We  provide 
buying  power,  sourcing  expertise  and  tools  to  drive  hard-dc 
savings  to  companies  in  any  industry." 

Thomas  Register: 

Leveling  the  Playing  Field  for  Small  and  Midsize  Supplii 

A  major  stumbling  block  to  the  growth  of  e-commerce  I 
been  the  inability  of  smaller  suppliers  to  build  and  maintain  f 
transactional  Web  sites.  Creating  and  updating  electronic  CJ 
logs,  as  well  as  processing  and  fulfilling  online  orders,  I 
proven  too  costly  or  time-consuming.  But  what  is  clear  is  t 
"supplier  enablement"  has  become  critical  to  the  future  vii 
ty  of  online  business. 

To  help  small  and  midsize  companies  establish  an  onl 
e-business  presence  quickly  and  rather  inexpensively,  Thon 
Register  of  American  Manufacturers  offers  a  custom  e-cata 
solution  called  Qrder  Qnline.  Thomas  e-business  experts  w 
with  customers  to  build  a  tailored  e-commerce  Web  site 
transform  an  existing  one. 

"Order  Online  provides  the  detailed  product  information  t 
buyers  need,"  says  Monica  Lavin,  director  of  electronic  cc 
merce  at  Thomas  Register.  "It  allows  them  to  compress  ' 


"We  provide  the  buying  power,  sourcing  expertise  and  to< 
to  drive  hard-dollar  savings  to  companies  in  any  industn 

—  Fred  Festa,  President  &  CEO,  ICG  Commerce 


^^^^^^^^ 


There's  no  better  word  for  the 
purchasing  power  you'll  acquire 
when  you  access  Thomas  Register 
online  at  wwwThomasRegjster.com. 
More  than  just  an  information 
source,  ThomasRegister.com  is  an 
all-in-one  tool  that  lets  you  make 
your  TRansactions  online! 

With  a  proven  TRack  record  of 
success  dating  back  to  1906,  the 
world's  most  comprehensive 
industrial  resource  directory  is 
now  the  world's  most  TRusted 
industrial  purchasing  tool... 
year  after  year. 

No  other  single  source  gives 
you  information  this  current  and 
complete.  Only  Thomas  Register 
brings  you  all  the  manufacturers 
and  suppliers,  all  the  products 
and  services,  all  the  catalogs  and 
contacts. ..all  online  and  all  FREE! 
Log  on  today!  (Enter  "TR-power" 
as  your  User  ID  and  Password 
j^jWhen  prompted.) 


Thomas  Register 

industry,  answers,  results.  ^ 


i1  ^  7  Tl 


Find  it.  Source  it.  Buy  it  at  www.ThomasRegister.com 


m 
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traditional  procurement  cycle  and  save  money  while  respond- 
ing to  customers'  changing  needs.  With  our  Web-based  tools, 


ment  tools  for  e-commerce  and  Web-based  applications, 
powerful  analytics  —  which  are  essential  to  strategic  sourc 


1^ 


they  can  take  electronic  orders,  receive  RFQs  and  respond  to  These  applications  include  an  off-line  data  warehouse  that  i 
customers  online  24/7."  grates  both  SAP  and  non-SAP  data,  including  enriched  su| 

Order  Online  includes  a  powerful,  searchable  catalog  complete    er  information  from  Dun  &  Bradstreet  that  reports  on  par 


with  part  numibers,  photos,  drawings,  pricing  and  ordering  infor- 
mation. Product  information  is  indexed  according  to  the  industn/- 
standard  Thomas  Register  product  classification  system.  Suppli- 


child  relationships,  risk  scores,  revenue  figures  and  o1 
financial  conditions.  Integration  of  external  data  is  key,  as  Ai 
tis  CropScience  uses  data  from  the  U.S.  Bureau  of  Labc 


lytical  Processing)  interface  identifies  ways  to  save  money 
SRM  allows  Aventis  CropScience  to  maximize  profitable  r 


ers  can  easily  update  their  catalog  and  define  rules  such  as  terms  factor  inflation  into  spending  analysis.  Other  integrated  data 
and  conditions,  shipping,  taxes  and  payment  methods.  tracked  in  SAP  includes  supplier  status  and  details  of  purcl 

Lavin  says  about  2,700  suppliers  have  implemented  Order  ing  card  transactions.  Predefined  interactive  reports  basec 
Online  since  it  was  launched  four  years  ago,  comprising  what  purchasing  data  analysis  and  a  customized  OLAP  (Online  / 
may  be  the  largest  e-enabled  supplier  community. 

Since  1906,  Thomas  Register  has  been  the  leading  purchas 
ing  guide  to  the  manufacturing  industry.  From  buggy  whips  to    tionships  with  suppliers,  move  from  tactical  to  strategic  | 
semiconductors  and 
plastics  to  corrugated  a 
steel,  Thomas  has 

companies  to  compete  efFectively  against  larger  companies." 
—  Monica  Lavin,  Director  of  Electronic  Commerce,  Thomas  Re£ 


'Order  Online™  creates  a  level  playing  field  for  small  and  mids 


been  the  critical  com- 
mon denominator  of 
the  country's  industri- 
al supply  chain.  Today, 

Thomas  is  the  world's  most  comprehensive  multimedia  indus 


curement  and  exploit  strategic  sourcing  to  track  the  per 


try  catalog  and  supply-chain  information  resource,  with  lists  of    mance  of  suppliers  and  procurement  programs. 


over  2.4  million  supply  sources  from  more  than  72,000  unique 
product  and  sen>/ice  categories.  Thomas  is  available  in  pnnt,  CD- 
ROM,  DVD  and  online  at  ThomasRegister.com 


"You're  familiar  with  your  own  data,  but  not  the  other  c« 
pany's  data,"  says  Burgess  Perry,  Aventis  CropScience's  f 
chasing  manager  for  U.S.  operations  in  Research  Triangle  P 


ThomasRegister.com  is  the  leading  industrial  marketplace  on    N.C,  "With  SAS,  it's  now  just  a  matter  of  mapping  their  sysl 


to  create  a  complete  system." 

Perry  uses  SAS  to  cut  out  the  suppliers  Aventis  CropScie 
doesn't  need  and  negotiate  better  contracts  with  those  it  ws 
to  keep.  "We  were  tn/ing  to  fill  in  gaps  because  we  didn't  h 


the  Internet,  used  regularly  by  over  900,000  qualified  industn 
al  buyers,  including  Forbes  500s  companies  and  the  govern 
ment.  ThomasRegister.com  features  over  8,000  online  com 
pany  catalogs  and  supplier  Web  sites. 

"What  we  do  online  is  what  Thomas  has  been  doing  for    a  system  to  support  analysis,  negotiation  and  strategy,"  Pe 
nearly  100  years  —  bringing  together  buyers  and  sellers  of    says.  "SAS  helps  us  achieve  our  goals 
industrial  products,"  says  Lavin.  "Order  Online  creates  a  level 
playing  field  for  small  and  midsize  companies  to  compete  effec- 
tively against  larger  companies." 


"Going  through  a  merger,  we  committed  to  certain  savi 
that  we  weren't  exactly  sure  we  would  achieve  in  the  n 
three  to  five  years,"  Pern/  explains.  "SAS  helps  us  capture 
retain  those  savings.  We  can  see  who  we  spend  our  mo 
SAS:  Cultivating  SRM  Savings  for  Aventis  CropScience       with  and  where.  And  we  can  easily  scan  our  data  to  see  cq 
When  Rhone-Poulenc  Agro  and  AgrEvo  merged  in  2000  to  form    modities  from  a  high  level  and  then  drill  down  to  specific 
Aventis  CropScience,  both  companies'  executives  realized  they    identify  opportunities.' 
needed  a  uniform  approach  for  dealing  with  suppliers.  With  16,000 
suppliers  and  $350  million  in  procurement  spending,  the  new    form  capabilities  and  sharp  analytics.  "It's  not  enough  to  h 
research-based  agricultural  products  company  wanted  to  ensure    a  large  database  —  you  have  to  be  able  to  analyze  it  and  k 
a  steady  flow  of  materials  while  reducing  costs  and  supplier  risk. 

Aventis  CropScience  turned  to  the  SAS  Solution  for  supplier  could  give  us  a  predeveloped  solution.  We  saw  the  opport 
relationship  management  (SRM),  which  offers  critical  procure-    ty,  and  we  knew  that  no  one  else  out  there  could  deliver." 


In  selecting  SAS,  Aventis  CropScience  looked  for  multip 
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»wn  Cork  &  Seal  Bottles  Up 
iible-Digit  Procurement  Savings 


)mmerce  Delivers  the  Total 
ge  for  Measurable  Results. 

eading  manufacturer  of  cans,  plastic 
and  containers,  keeping  a  lid  on 
nent  costs  is  imperative — especially 
e  industry's  notoriously  tight  profit 
Renown  for  its  operational 
ce,  Crown  Cork  &  Seal  looked  to  a 
-nent  Service  Provider  (PSP)  to 
ntly  reduce  costs  and  streamline  their 
purchasing  process.  ICG  Commerce, 
I  PSP  that  brought  deep  procurement 
•e  along  with  flexible  technology 
s  to  deliver  measurable,  hard-dollar 
was  the  clear  choice. 

Tfimerce's  solution  was  simple,"  said 
laghy,  Vice  President  of  Procurement 
n  Cork  &  Seal.  "It  provided  the  right 
'gy  and  expertise  to  deliver  tangible, 
igit  savings  to  Crown  Cork  &  Seal 
onths,  not  years." 

g  Savings  Through  Buying 
Technology  and  Expertise. 

jnually  processing  piles  of  orders  a 
1  70  facilities.  Crown  Cork  &  Seal's 
'urchasing  Department  had  little  time 
on  strategic  procurement  initiatives, 
npany  needed  to  automate  the 
ng  processes  and  put  requisitioning 
'oval  processing 
hands  of  their 
hile  lowering  the 
goods  they  pur- 
ICG  Commerce 
the  packaging 
lieve  both  objec- 
jst  a  few  months 
aiding  greater 
ower  along  with 
tegory  and  sourcing  expertise  and  a 
l-to-end  technology  solution. 

imerce  delivers  immediate  hard-dollar 
Dy  aggregating  the  buying  power  of  its 
stomer  base,  140  companies  around 
e,  and  by  then  negotiating  optimal 


ICG  Commerce's  solution 
was  simpie...it  provided 
the  right  technology  and 
expertise  to  deliver  tangible, 
double-digit  savings  to 
Crown  Cork  &  Seal  within 
months,  not  years." 


pricing  and  service  with  select  suppliers  in 
each  category.  Customers  can  purchase  these 
pre-sourced  goods  and  services  through 
RealExchange^",  ICG  Commerce's  proprietary 
Web-based  purchasing  tool. 

RealExchange  provided  Crown 
Cork  &  Seal  buyers  with  the  ability 
to  search  for  items,  generate 
requisitions  and  approve  them 
online— a  significant  improve- 
ment for  the  Purchasing 
Department  that  used  to  sift 
through  piles  of  orders  from  70  facilities.  In 
addition,  ICG  Commerce  provides  electronic, 
consolidated  invoices  for  multiple  suppliers  in 
order  to  streamline  the  company's  Accounts 
Payable  process. 

After  demonstrating  significant,  measurable 
savings,  ICG  Commerce  began  implementing 
RealExchange  and  planning  for  a  smooth 
transition  to  new  suppliers  in  the  following 
categories:  office  supplies,  industrial  supplies, 
lab  supplies,  electhcal  supplies  and  power 
transmissions  and  bearings.  And  because 
ICG  Commerce  hosts  the  RealExchange 
solution  and  dedicates  an  account  team  for 
support,  the  implementation  was  swift  with 
very  little  disruption  to  the  business. 

Confident  with  the  success  achieved  on 
the  indirect  categories. 
Crown  Cork  &  Seal 
engaged  ICG  Commerce 
to  source  several  strate- 
gic categories,  including 
finishing  supplies  for  its 
shipped  product. 


Dan  Donaghy,  VP  of  Procurement, 
Crown  Cork  &  Seal 


"When  we  saw  the  hard- 
dollar  savings  achieved 
on  indirect  materials,  we 
made  the  conscious 
decision  to  leverage  ICG  Commerce  on  select 
strategic  materials,"  said  Dan  Donaghy. 
"ICG  Commerce  generated  real  savings 
on  our  stretch  wrap,  chip  board  and  steel 
banding  and  then  built  private  catalogs  in 


RealExchange.  The  result  was  not 
only  significant  savings  today, 
but  also  the  ability  to  sustain  the 
savings  over  time." 

Real,  Rapid  Procurement 
Savings.  Case  closed. 

Within  9  months  there  were  more  than  200 
users  from  over  70  sites  purchasing  both 
indirect  and  strategic  goods  through 
RealExchange.  Nearly  100%  of  the  buyers 
have  adopted  the  new  buying  solution  for  fully 
implemented  categories.  And  with  each  pur- 
chase, Crown  Cork  &  Seal  saved  between 
12%  and  23%.  With  these  procurement  sav- 
ings, ROI  was  achieved  in  90  days.  But  more 
importantly.  Crown  Cork  &  Seal  can  sustain 
these  savings  far  into  the  future. 

"ICG  Commerce's  proven  services  have 
helped  us  achieve  significant  savings  in  a 
short  period  of  time  while  helping  us  improve 
our  purchasing  process,"  said  Dan  Donaghy. 
"We  are  very  pleased  with  the  results  our  two 
companies  have  been  able  to  achieve." 

The  Only  Total  Solution  Delivering 
Tangible  Savings. 


ICG  Commerce  is  a  leading  procurement 
service  provider  offering  a  complete  suite 
of  services  that  deliver  measurable,  hard- 
dollar  savings  to  companies  from  all  industries. 
To  find  out  how  they  can  provide  real  savings  for 
your  company,  please  visit  their  Web  site  at 
www.icgcommerce.com  or  call  877.935. ICGC. 
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What  do 
you  need  to 
succeed  in 
today's  global 
marketplace? 


Citibank  e-Business. 

Ennpowering  business  for  succe 

You  need  to  connect  to  the  Web,  extend  into  new  markets,  and  ultimately  transfc 
the  way  you  do  business.  You  need  to  access  critical  banking  functions  onlme,  as 
well  as  other  tools  that  will  help  realize  a  greater  return  from  your  e-commerce 
programs.  You  need  to  streamline  your  frnancial  process  and  increase  your  profit 

That's  why  you  need  Citibank®  e- Business.  With  in-depth  industry  experienct 
technical  expertise  and  global  reach,  Citibank  e-Business  offers  a  wide  range  c 
solutions  and  services  designed  to  help  manage  all  your  financial  needs  more 
efficient!)'  and  effectively. 

To  learn  more  about  how  Citibank  e-Business  can  empower  your  business 
to  succeed,  visit  our  Web  site  at  www.e-business.citibank.com. 
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Crisis 


binet 


fter  years  of  eureka  moments  and  big  profits, 
rugmakers  suddenly  are  heading  into  a 
ainful  research  slump.  Who  gets  the  blame? 

f  ROBERT  LANGRETH 


k     m  OVARTIS  HAD  HIGH  HOPES  FOR 
H  Zelnorm,  a  new  drug  it  put  up 
I^^H  for  FDA  approval  two  years  ago. 
I  The  Swiss  firm  heralded  it  as  a 

1  breakthrough  for  millions  of 

ople  with  stomach  pain,  indigestion  and 
her  symptoms  of  irritable  bowel  syn- 
f)me.  But  today  Zelnorm  still  isn't  on 
e  market.  The  Food  and  Drug  Adminis- 
ition  rejected  it  in  the  spring,  worried  it 


might  cause  gallbladder  problems. 

The  FDA  fretted  that  five  people  of  al- 
most 3,000  who  took  Zelnorm  in  trials 
needed  gallbladder  surgery;  one  in  1,740 
patients  on  a  placebo  did.  Novartis  says 
that  isn't  significant.  Two  of  the  five  Zel- 
norm patients  had  known  gallstone  dis- 
ease before  taking  the  drug. 

Novartis'  stumble  is  all  too  common  in 
the  drug  business  these  days.  After  five  years 


of  surging  sales  and  profits  thanks  to  a  pa- 
rade of  blockbusters,  the  industry  faces  a 
surprising  slowdown.  The  number  of  new 
FDA-approved  drugs  is  down  sharply  fi^om 
a  year  ago.  More  alarming,  the  number  of 
new  drugs  that  companies  offer  up  for  the 
FDA's  blessing  is  down  significantly  as  well. 

Yet  drugmakers  spend  massive  sums  on 
research,  up  almost  60%  since  1996  to 
$26.5  billion  this  year.  What  gives?  One 
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"The  joke  is,  thank  God  aspirin  is 
around,  because  you  would  NEVER  GET 
IT  ON  THE  MARKET  these  days." 


cause  of  the  slackening  is  a  slowdown  at 
the  FDA,  which  has  gone  a  year  without  a 
top  executive  and  may  be  gunshy  from 
having  to  recall  a  rash  of  bad  drugs  because 
of  safety  concerns  in  recent  years.  A  second 
factor:  Drugmakers  themselves  are  fatigued 
and  running  low  on  ideas.  For  years  they 
have  invested  huge  sums  to  license  drugs 
from  rivals,  make  small  improvements  in 
old  drugs  and  clinch  broader  marketing 
claims  for  already-existing  products.  Some 
skimped  on  high-risk  bets  that  might  spur 
entirely  new  markets. 

The  numbers  reveal  an  ailing  indus- 
try: FDA  approvals  of  totally  new  drugs 
(not  mere  reformulations  o(  old  ones)  are 
down  from  a  high  of  53  in  1996  to  27  last 
year.  This  year,  the  total  has  dropped  to  a 
mere  16  green  lights  to  date.  Applications 
for  new  drug  approvals,  which  hummed 
along  at  45  a  year  in  the  late  1990s,  fell  to 
28  last  year  and  haven't  rebounded. 

Industry  scientists  seem  to  be  suffering 
from  inventor's  block.  A  record  number  of 
compounds  are  in  early  stages  of  testing, 
but  no  new  class  of  top-sellers  has 
landed  on  shelves  since  mid- 1999, 
except  for  one  promising  vaccine  i 
from  American  Home  Products. 
Researchers  hope  the  cache  of  new 
drug  targets  from  decoding  the  map 
of  all  30,000  human  genes  will  res- 
cue them,  but  that  could  be  five  or 
ten  years  away.  "It  never  comes  as 
fast  as  you  hope.  We  talk  about  ge- 
nomics, but  it  isn't  showing  up  yet 
in  late-stage  pipelines,"  says  Pharmacia 
R&D  President  Goran  Ando. 

The  laboratory  slump  could  be  bad  for 
investors  and  patients  alike.  Wall  Street  has 
come  to  expect  10%  or  better  annual  sales 
growth  in  the  drug  business,  whose  stocks 
have  beaten  the  markets  overall.  But  to  do 
that,  each  maker  must  turn  out  four  new 
successes  a  year  from  its  own  pipeline — 
and,  lately  they  are  producing  only  two, 
says  Bain  &  Co.,  a  consulting  firm.  They 
can  offset  the  shortfall  by  relying  on  es- 
tablished products  and  licensing  existing 


compounds  from  other  shops,  but  that  fix 
will  fade  in  a  few  years.  "It  will  become 
much  tougher  [for  the  drug  industry]  after 
2005,"  says  Bain's  Andreas  van  de  Locht. 
He  expects  creative  small  biotechs  to  do 
much  better. 

Already  Merck,  Bri.stol-Myers  Squibb 
and  Schering-Plough  are  feeling  the 
pinch  as  patent  expirations  loom  over 
their  aging  arsenal.  Investors  aren't  confi- 
dent the  trio  can  replace  the  loss  of  exclu- 


years  for  rights  to  its  experimental  col 
cancer  drug,  fourfold  the  amount  of 
vious  deals  for  similar  cancer  drugs. 

The  in-house  approach  is  far  mc 
profitable — when  it  works.  Pharmai 
has  had  its  share  of  setbacks,  includin] 
rejection  of  its  painkiller  parecoxib,  af 
the  FDA  decided  that  Pharmacia  had 
tested  the  drug  on  enough  people  I 
long  enough;  it  had  more  than  2,0 
patients  on  the  drug  for  up  to  one  we^ 
The  company  was  forced  to  condi 
more  tests  and  plans  to  reapply. 

Pfizer's  migraine  drug,  Relpax, 
been  stuck  at  the  FDA  since  late  19' 
despite  getting  two  separate  letters  fn 
the  FDA  indicating  approval  was  like 


The  Blockbuster  Gap 

U.S.  drug  applications  and  approvals  are  declining,  and  approvals  are  raking 
longer.  If  these  trends  hold,  it  means  leaner  times  for  the  industry. 


New  drug  applications^ 
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Figures  include  only  new  chemical  entities.  They  exclude  the  handful  of  vaccines  and  genetically  engincerei 
drugs  approved  each  year,  which  are  revievued  by  a  separate  FDA  division.  'Figures  for  2001  are  projected 
based  on  year-to-date  data.  ^Data  for  2001  are  year-to-datc.  Source:  Food  &  Drug  Administration.  I 


sive  hits.  Merck's  stock  is  down 
31%  year-to-date,  Bristol's  is 
down  25%  and  Schering's  has 
fallen  40%.  Overall,  industry 
sales  growth  for  the  first  nine 
months  eased  this  year  to  13% 
from  14%.  Next  year  growth  wiU 
be  even  more  tepid  at  just  12%,  says 
leffrey  Chaffkin  of  UBS  Warburg. 

The  looming  growth  gap  could  pre- 
cipitate a  new  wave  of  megamergers,  as 
companies  seek  temporary  fixes  by  hook- 
ing up  with  rivals  and  slashing  overhead. 
Biotech  shops  with  innovative  com- 
pounds will  be  able  to  win  increasingly 
lucrative  deals  with  big  drug  firms  des- 
perate for  new  ideas.  Bristol-Myers  agreed 
in  September  to  pay  tiny  ImClone  Sys- 
tems, with  no  marketed  drugs  or  profits, 
an  astounding  $2  billion  over  the  next  few 


The  agency  now  frets  over  Relpax's  eftei 
on  the  heart.  Pfizer  says  trials  on  1 1,0' 
patients  show  the  drug  is  safe. 

Even  surefire  cures  now  face  high 
hurdles  in  Washington.  The  16  dru 
approved  this  year  took  a  median 
almost  20  months  to  win  an  FDA  okay; 
1999  the  median  was  only  12  montl 
when  there  were  a  number  of  fast-tra 
approvals.  Regulators  have  rejected  at  le; 
seven  drugs  this  year,  and  others  have  be 
handed  long  delays.  The  remotest  hint 
liver  or  heart  toxicity  in  just  a  few  patier 
among  thousands  is  enough  to  send 
drug  back  for  several  more  years  of  testir 

"The  joke  is,  thank  God  aspirin 
around,  because  you'd  never  get  it  on  t 
market  these  days,"  says  Pharmacia's  Anc 

Wariness  at  the  FDA  is  understan 
able:  In  four  years  it  has  endured  tl 
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Novartis  and  Clay  drove 
his  .fsTiriTti  into  remission 


in  60  days. 


'Last  year,  cancer  made  me  too  weak  to 
climb  a  flight  of  stairs.  This  year,  i  climbed 
Pike's  Peak  and  loved  it."        —  ciay  Coker 


ma 


In  March  2000  Clay  Coker  dragged  himself  into  his  local  ER.  He 
had  already  suffered  through  months  of  fever,  chills  and  extreme 
fatigue,  but  what  he  discovered  made  him  feel  even  worse.  He  was 
diagnosed  with  cancer.  It  had  made  him  so  weak  that  climbing  a 
flight  of  stairs  became  impossible.  But  those  dark  days  are  over. 
Today,  Clay's  feeling  great  and  climbing  mountains  to  prove  it. 
Novartis  is  proud  to  be  the  innovative  force  that's  bringing  new 
optimism  and  hope  to  patients  and  their  families.  No  one  can 
promise  what  the  future  holds  for  cancer  patients,  but  today  Clay 
is  winning  the  fight  against  his  particular  form  of  cancer,  enjoying 
a  good  quality  of  life  and  realizing  his  dreams. 

Think  what's  possible. 


I}}  NOVARTIS 

wv/w.novartis.com 


Only  Bombardier  Flex)ei*  oi  i  lrs  ihe  complete  range  of  Learjet.® 
Challenger®  and  Global  Expre,ss®  jets,  each  equipped  with  advanced  safety- 
systems  AND  FLONJvTM  BY  HIGHLY  EXPERIENCED.  WELL-TRAINED  PILOTS.  AS  THE  WORLD 
LEADER  IN  BUSINESS  .WIATION.  VALUE  JUST  MAY  BE  WH.AT  WE  DO  BEST.  FOR  MORE 
INFORMATION.  VISIT  WWWFLEXIET.COM.  OR  CALL  1-800-FLEXJET. 

BOMBARDIER  FLEXJST 


©?001  Camp  He.itllan[l 


year-round  support  programs.  Please  give  generously.  Call  1-800-724-HOPE  or  visit  campheartland.org 
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embarrassment  of  the  recall  of  ten  dri 
it  had  approved  as  safe  and  effective  aft 
they  were  linked  to  rare  but  potentia 
deadly  side  effects.  Some  of  the  gaffes:  t 
diet  drug  Redux  in  1997  (heart-val 
damage);  the  heartburn  remedy  Prop) 
sid  last  year  (irregular  heartbeat);  Bayc 
for  cholesterol  this  year  ( muscle  damag 

But  the  FDA's  director  of  drug  evali; 
tion,  Janet  Woodcock,  insists:  "It  isn't  tr 
that  safety  concerns  are  leading 
increased  times  to  market."  Any  dela 
owe  simply  to  understaffing,  she  says. 

The  long  saga  of  Novartis'  Zelnor 
underscores  the  frustrations  of  dr' 
firms.  When  the  drug  began  large-scc 
trials  in  1997,  Novartis  knew  that  it  mig 
be  hard  to  prove  the  drug  was  truly  effc 
tive.  Irritable  bowel  is  an  ill-defined  d 
order  with  subjective  symptoms.  Nov. 
tis  went  ahead  because  it  saw  a  rarity:  o 
of  the  few  untapped  drug  markets  left. 

To  increase  its  chances,  Novartis  co 
ducted  three  big  human  trials  instead 
the  usual  two — a  good  move,  because  o 
showed  no  effect.  The  company  appli< 
for  approval  in  early  2000  and  was  grant' 
a  six-month  priority  review,  a  category  r 
served  for  important  advances.  In  Augt 
2000,  Zelnorm  was  tentatively  approve 

But  there  were  strings:  The  FDA  d 
manded  a  fourth  big  study  to  confirm  tl 
drug's  very  modest  efficacy  before  it  wou 
give  final  approval.  No  wonder:  50%  of  p 
tients  on  a  placebo  reported  improve 
symptoms;  Zelnorm's  60%  number  wasi 
that  much  better. 

The  demand  for  more  trial  resul 
might  have  delayed  the  drug  for  years,  b 
Novartis  wisely  already  had  a  fourth  b 
trial  underway.  It  rushed  the  new  da 
over  to  the  FDA  in  December,  confident 
final  okay  would  come  in  months.  Ju 
days  before  the  deadline  in  June,  howevt 
the  FDA  told  Novartis  of  its  new  wor: 
about  gallbladder  damage.  Novartis  w 
stunned.  On  June  15,  the  FDA  turnt 
thumbs  down.  Novartis  is  appealing,  sul 
mitting  an  analysis  from  22  gastrointesi 
nal  specialists  who  found  no  link  betwet. 
the  drug  and  the  surgeries. 

"It's  tough  if  you  have  an  innovati^ 
product,"  says  Novartis  drug  develoj 
ment  chief  Joerg  Reinhardt.  "Tl 
hurdles  are  higher  than  ever." 


Billboard 


vs. 


Bill  Bored. 


Getting  bored  with  your  billboard  advertising? 
Just  imagine  how  your  customers  feel,  seeing  the 
same  message,  day  after  day. 

Well,  now  there's  a  whole  new  way  to  keep 
your  message  fresh,  exciting  and  vibrant. 

SiliconView  Electronic  Billboard — it's  the  one 
on  Highway  101  in  Silicon  Valley  that  everyone 
notices.  Because  there's  nothing  else  like  it. 

Innovative  LED  technology  lets  you  feature 
multiple  messages  that  rotate  electronically. 
It's  like  having  a  lot  of  outdoor  boards  for 
the  cost  of  only  one! 


SiliconView 


And  it's  so  easy — ^just  e-mail  us  your  file  and  your 
message  can  be  up  and  commanding  the  attention  of 
over  7  million  monthly  commuters  in  as  little  as  48  hours. 
At  a  rate  that's  surprisingly  affordable. 

To  find  out  more  and  to  request  our  media  kit, 
visit  siliconview.com  or  call  650-493-3500.  We're  so 
sure  you'll  like  what  you  see,  we're  offering  a  special 
"Free  on  the  Freeway"  Introductory  Program. 

Contact  us  today  to  find  out  if  you  can  test- 
drive  your  advertising  message  on  SiliconView 
Electronic  Billboard  absolutely  free. 


THE     E  L  E  C 
I  N  S 


TRONIC  BILLBOARD 
ILICON  VALLEY 


Copyright  2001  SiliconView,  LLC.  All  rights  reserved.  SiliconView  is  a  trademark  of  Landmark  Screens,  LLC.  Copyright  2001  Oracle  Corporation. 
All  rights  reserved.  Oracle  is  a  registered  trademark  of  Oracle  Corporation.  Other  names  may  be  trademarks  of  their  respected  owners. 
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rough  Times 

)on't  let  bad  economic  news  get  you  down.  You  can  pick  up  great 
ivestment  bargains  now.  But  you  also  have  to  be  careful. 


ly  Larry  Light  and  Michael  Maiello 

it  still  possible  to  build  wealth  amid  the  gloom  of  a  war,  a  re- 
ssion  and  a  bear  market?  We  say,  resoundingly:  yes.  The  genius 
'  the  American  market  system  is  that  riches  can  be  grown  in  the 
arst  of  times.  Right  now,  the  great  investing  fortunes  of  tomor- 
w  are  being  assembled  by  clear-eyed  souls  who  can  tell  what's 
Lily  valuable.  And  what  isn't. 

Our  Investment  Guide  provides  a  trustworthy  map  that  guides 
•u  to  tantalizing  opportunities — and  also  warns  you  away  from 
iseen  perils.  The  cover  package  of  stories, 
imily  Inc.  (starting  on  p.  142),  outlines  how 
milies  can  pool  their  resources  and  brain- 
)wer  to  gain  market  advantage  while  still 
oiding  debilitating  squabbles.  You'll  learn 
:re,  for  instance,  about  shrewd  ways  to  di- 
rsify  your  family's  holdings  (p.  150). 

We  also  deliver  the  wisdom  of  Vanguard's 
hn  Bogle,  who  picks  the  best  and  worst  mu- 
al  funds  (p.  164).  FORBES'  annual  Love  Only 
ne  Stock  contest  features  favorite  longs  and 
orts  from  Wall  Street  pros  (p.  174).  Want  to  beat  the  taxman?  We 
lell  out  the  latest  strategies  in  income  deferral  (p.  182)  and  in- 
stment  loopholes  (p.  186).  Want  to  buy  good,  cheap  real  estate? 
0  to  Mexico.  But  you  have  to  know  your  way  around  tricky  own- 
ship  rules  south  of  the  border  (p.  196). 

As  a  serious  investor  facing  a  2002  that  may  bring  good  or  Ul, 
»u  should  be  aware  that  the  market  lays  traps.  Each  era  has  its 
vn  myths  that  mislead  the  unwary  into  harmfiil  error.  Even  vet- 
an  money  managers  are  prey  to  them.  That's  how  the  bull  mar- 
it  got  overheated.  Here's  some  balderdash  to  beware  of. 

It's  different  this  time.  No,  it's  not.  in  the  late  1990s  we 
:ard  that  price/earnings  ratios  and  established  business  meth- 
is  had  been  consigned  to  the  dustbin  of  history.  Investors  were 
;guiled  by  novel  measurements  like  "eyeballs"  and  "pro  forma 
irnings."  You  saw  what  happened  to  Internet  stocks.  Benjamin 
raham  had  it  right:  Assets  and  earning  power  have  ascertainable 
ilue.  Prospects  and  business  models  do  not. 

After  Sept.  1 1  some  sages  predicted  curtains  for  downtown 
'operty  and  the  real  estate  investment  trusts  that  own  it.  People 
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would  no  longer  want  to  live  or  work  in  tall  buildings,  they 
warned,  presumably  because  terrorists  would  hijack  every 
third  jetliner. 

The  point  is:  Don't  get  caught  up  in  anyone's  sweeping  gen- 
eralizations. Judge  individual  stocks  in  the  market,  not  the  entire 
market.  Odds  are  a  diverse,  long-term  portfolio  will  pay  off. 

Leverage  will  make  you  rich.  It  will,  if  margin  calls  are 

outlawed  and  if  you  are  sure  to  live  to  the  age  of  1 50.  But  if  you  are 
an  ordinary  mortal?  Leverage  might  make  you  rich  and  it  might 
wipe  you  out. 

According  to  the  RiskMetrics  research,  the 
top  ten  holdings  of  Fidelity's  Magellan  fund 
carry  a  risk  grade  of  143 — 43  points  higher 
than  the  S&P  500.  That's  a  somewhat  risky 
investment.  Purchase  those  stocks  on  50%  mar- 
gin and  the  risk  jumps  to  286. 

The  stock  market  is  cheap.  It's 

cheaper  than  it  was  two  years  ago.  But  that  does 
not  make  it  cheap.  The  S&P  500  index  is  trading  at 
29  times  the  composite  earnings  of  the  stocks  in 
the  index.  That  is  double  the  historical  norm  for  this  ratio. 

This  stock  is  cheap  because  it's  down.  Not  necessar- 

Uy.  If  you  buy  a  new  car  at  a  discount  because  the  dealer  wants 
to  get  it  off  his  lot,  you  have  some  kind  of  bargain.  But  a  fall  in  a 
stock  price  does  not  make  the  investment  into  a  corresponding 
bargain,  says  William  Michaelcheck,  chairman  of  Mariner  Invest- 
ment Group. 

Polaroid  traded  as  high  as  $28  last  year.  In  July  it  was  down  to 
$2.80,  a  90%  "discount"  to  the  2000  high.  But  it  went  down  for  a 
reason — its  prospects  for  recovery  evaporated.  With  hindsight, 
we  now  know  that  any  price  was  too  high.  Polaroid  is  now  in 
Chapter  11,  and  its  stock  has  been  delisted. 

Money  buys  performance.  Would  that  it  did,  in  which 
case  you  could  pay  double  the  management  fee — say,  2%  rather 
than  the  normal  1% — and  get  double  the  portfolio  gains.  The 
truth  is  that  high  fees  are  not  correlated  with  high  (future)  returns. 

Bogle's  analysis  demonstrates  the  reverse  effect.  In  his  uni- 
verse the  classy  mutual  funds  are  the  ones  with  low  fees  and  the 
trashy  ones  are  the  ones  with  high  fees.  F 
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Investment  Guide  Family 


By  Matthew  Swibel 

Before  Townsend  (Towny)  Quinn  sold 
Sofa  Express  for  $14  million  in  1999,  he 
passed  down  chunks  of  the  Columbus, 
Ohio  retailing  business  to  his  seven  chil- 
dren. Yet  the  Korean  War  vet,  who  started 
the  business  with  $5,200  in  1959,  wasn't 
comfortable  with  the  kids — then  aged  26 
to  39 — getting  so  much  cash.  He  didn't 
fear  they'd  blow  it  on  drugs  or  fancy  cars; 
he  worried  they'd  lose  it  in  high-flying 
tech  stocks. 

So  Quinn,  now  71,  and  his  wife,  lane, 
66,  persuaded  their  kids  to  park  the 
money  in  municipal  bonds  while  they 
agreed  on  a  strategy.  After  auditioning 
four  fee-only  financial  planners  over 
seven  weeks,  they  settled  on  Michael 
Chasnoff  of  ACS  Financial  Advisers  in 
Cincinnati  to  select  and  monitor  mutual 
funds  and  money  managers  for  them. 

Their  portfolios  aren't  exactly  the 
same;  the  children  take  on  more  risk.  Still, 
Chasnoff  charges  the  family  just  0.3%  of 
assets  under  management,  compared 
with  his  normal  0.5%  fee,  in  part  because 
he  often  deals  with  them  in  a  group.  At 
half-day-long  meetings,  the  entire  Quinn 
clan  pores  over  financial  reports  and 
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meets  with  accountants  and  tax  attor- 
neys. Separately,  the  Quinns'  sons  have 
formed  limited  liability  companies  (LLCs) 
together  to  develop  showrooms  they  lease 
to  the  new  owners  of  Sofa  Express. 

The  Quinns'  financial  togetherness 
isn't  as  rare  as  you  might  think.  Money 
talk  was  once  taboo  at  the  family  dinner 
table.  But  today  more  families  are  not 
only  talking  about  money,  but  managing 
it  together,  pooling  their  assets  to  get  bet- 
ter diversification,  lower  fees  and  access  to 
high-end  advisers  and  investments. 

Besides  such  practical  benefits,  the 
growth  in  family  investing  is  being  driven 
by  a  spreading  belief  that  unprepared 
heirs  can  do  more  damage  to  a  fortune 
than  the  estate  tax.  "With  so  many  rich 
people,  they  get  divorced  several  times, 
and  they  couldn't  care  less  about  their 
kids.  Even  a  repeal  of  the  estate  tax  won't 
save  their  wealth,"  says  Conrad  Plimpton, 
a  58-year-old  Princeton,  N.J.  investor  who 
runs  a  family  limited 
partnership  with  his 
wife,  Ann,  and  their 
chOdren. 

Family  limited 
partnerships,  of 


By  investing  together, 
three  generations  of  the 
Zaslows  have  reduced 
their  costs,  increased  their 
diversification  and  built 
stronger  family  bonds. 


course,  are  best  known  as  a  ploy  to  cut  e 
tate  and  gift  taxes.  The  owners  value  shar 
at  less  than  the  proportional  value  of  ui 
derlying  assets  on  the  theory  that  fra 
tional  interests  in  a  portfolio  are  not  wor 
as  much  to  outsiders.  Up  to  a  point,  th 
lowball  valuation  will  pass  muster  at  tl 
IRS.  In  a  typical  FLP  Dad  and  Mom  rema 
in  control. 

But  the  Plimptons  and  other  family  ii 
vestors  really  want  to  make  decisions  wit 
their  kids.  Some  clans,  like  the  Quinns,  st 
keep  legally  separate  accounts  but  sha 
strategy  and  cut  deals  together. 

Wealthy  parents  who  don't  want  t 
invest  with  their  kids  are  fmding  otht 
ways  to  pass  on  their  ideas  about  monc 
notes  Charles  Haines,  a  Birminghan 
Ala.  financial  planner.  Some  clients  set  u 
private  foundations  and  put  their  kids  o 
the  board  so  they'll  get  an  education  i 
both  charit)'  and  investments.  Others  pa 
Haines  to  draw  up  financial  plans  fo 
their  children.  The  parents  aren 
pri\'y  to  those  plans — lest  the 
seem  overbearing — but  they  ar 
now  more  comfortable  makin 
gifts  to  their  children.  (For  tips  c 
giving,  see  p.  158.) 
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The  Zaslows 

When  Philadelphia  brothers  Arnold, 
Jerome  and  Spencer  Zaslow  bought  new 
cars  in  1995,  they  got  the  same  model 
Acura  sedan,  albeit  in  different  colors.  By 
bargaining  together,  they  figure,  they  got 
a  lower  price.  Such  togetherness  isn't  for 
everybody.  But  it  works  for  the  Zaslows, 
who  own  a  200-employee  company  that 
supplies  uniforms  and  other  goods  to 
hospitals  and  the  government. 

The  brothers,  now  in  their  70s,  pooled 
$1.4  million  in  their  first  limited  partner- 
ship in  1997.  Since  then  each  brother's 
offspring  have  formed  their  own  partner- 
ships and  some  of  the  brothers'  13  grand- 
children have  pooled  their  bar  mitzvah 
gift  money  in  a  professionally  managed 
account,  too. 

The  family  invests  in  part  through 


Pitcairn  Trust,  which  normally  doesn't 
take  accounts  under  $2  million,  and 
charges  1%  of  assets  annually  to  manage 
its  smallest  accounts.  Pitcairn  negotiated 
a  family  rate  with  the  Zaslows;  all  their 
accounts,  even  small  ones,  pay  0.8%. 

The  family  holds  a  dinner  at  least  four 
times  a  year  to  discuss  both  investments 
and  charity.  Arnie's  advice:  Keep  lines  of 
ownership  and  investments  simple  and 
clear.  For  example,  the  Zaslows  form  sep- 
arate entities  to  hold  separate  asset  classes 
so  they  can  all  see  how  they  are  diversified 
and  how  each  class  performs. 

The  Lippes 

In  1 995  Gerald  and  Sandra  Lippes  of  Buf- 
falo and  their  three  grown  children  put  a 
few  million  in  a  limited  liability  company 
dedicated  to  making  private  equity 


investments.  Lippes,  a  lawyer  ar 
cofounder  of  Mark  IV  Industries,  an  aut 
parts  maker,  figured  this  was  the  way  f 
his  kids  to  learn  about  business  and  invc 
in  a  risky  area  without  sacrificing  the 
overall  diversification.  (Other  parts 
their  portfolios  are  separate,  but  they' 
privy  to  each  other's  holdings,  since  th 
meet  as  a  group  with  Goldman  Sac 
advisers  at  least  once  a  year.) 

For  now  Gerald  Lippes  is  the  mana 
ing  member  of  the  LLC,  meaning  he's  tl 
ultimate  boss.  But  the  kids,  who  all  ea 
six-figure  salaries,  help  make  decisioi 
reviewing  up  to  30  potential  deals  a  ye. 
Son  David,  34,  admits  to  some  strain 
the  start.  "In  the  business  world  my  d. 
has  no  room  for  emotions,"  he  says.  "B 
now  we  have  a  broader  understanding 
our  personalities."  The  LLC  has  affect< 


Keeping  the  Peace 

Lurrae  Lupone  believes  her  brother,  Larry,  has  made  a  mess  of 
the  family  limited  partnership  their  parents  created  for  them  in 
1988.  In  a  letter  last  November  limited  partner  Lurrae  accused 
general  partner  Larry  of  poorly  managing  rental  properties, 
lending  partnership  funds  to  his  other  businesses,  keeping  fi- 
nancial records  from  her  and  losing  $2  million  in  "volatile"  Dell 
stock.  She  wants  an  arbitrator  to  either  dissolve  the  partnership 
or  replace  her  brother  with  a  different  general  partner. 

Larry  denies  all  of  his  sister's  charges.  He  insists  that  while 
the  FLP's  stocks  have  taken  a  hit,  the  portfolio  is  still  up  more 
than  900%  from  1992.  The  dispute  has  gotten  so  bitter  that  the 
siblings  even  went  to  the  state  superior  court  in  New  Haven, 
Conn,  to  fight  over  whether  Lurrae's  ex-husband  could  be  in 
the  room  during  Larry's  deposition.  (In  July  a  judge  sided  with 
Larry  and  said  he  couldn't  be.) 

As  this  sad  tale  demonstrates,  family  disputes  can  get  ugly. 
"Sometimes  the  smartest  thing  for  a  family  is  not  to  do  busi- 
ness together,"  warns  estate  lawyer  Sanford  Schlesinger  of  New 
York.  If  you  want  to  invest  with  your  kin  anyway  here  are  some 
techniques  to  keep  it  friendly. 
•  COMMUNICATE 

Before  you  pool  money  or  form  a  partnership  sit  down  as  a  group 
to  discuss  each  relative's  investing  goals.  A  family  lawyer  or  an- 
other outsider  should  lead  the  discussion  so  everyone  feels  equal. 
Then  draft  a  constitution  that  spells  out  voting  rights,  operating 
rules  and  how  any  disagreements  will  be  arbitrated,  says  Buffalo 
lawyer  Scott  Friedman.  If  the  family  can't  agree  after  a  few  revi- 
sions, that's  a  hint  that  you  shouldn't  have  a  family  investing  plan 
at  all.  Keep  all  partnership  members  informed,  with  monthly  or 


quarterly  written  performance  updates,  so  distrust  doesn't  build. 
At  least  twice  a  year  get  everyone  together  in  person. 

•  PLAN  AN  EXIT  STRATEGY 
Include  an  out  for  disgruntled  partners.  Otherwise  they'll  feel 
trapped  and  resentments  will  build.  But  be  careful:  "If  it's  too 
easy  to  get  out  you'll  defeat  the  purpose  of  the  partnership," 
says  Boston  lawyer  Leo  Gushing.  So  make  it  possible  to  leave, 
just  not  easy.  Example:  Require  six  months  to  a  year  of  advance 
notice.  State  laws  also  control  how  easily  someone  can  walk 
away,  so  be  careful  where  you  form  the  partnership.  In  New 
York  and  Massachusetts— unless  an  FLP  has  an  ending  date— 
a  partner  may  withdraw  with  six  months'  notice.  In  Delaware  a 
partner  can  only  withdraw  when  and  if  the  partnership  docu- 
ments explicitly  allow  it. 

•  KEEP  EVERYONE  LIQUID 
Make  sure  family  members  have  assets  outside  the  partnership 
to  diversify  and  meet  any  immediate  spending  needs.  Set  up  a 
procedure  for  requesting  special  distributions  should  unexpected 
needs  arise.  And  make  sure  the  pooled  investment  vehicle  pays 
each  member  enough  to  cover  annual  taxes.  Remember,  mem- 
bers are  taxed  on  earnings,  even  if  they're  not  distributed. 

•  IDENTIFY  SUCCESSORS 

The  partnership's  general  partners  should  pick  their  succes- 
sors. "There  shouldn't  be  any  decisions  being  made  at  the  ceme- 
tery," says  family  investor  Arnold  Zaslow.  Who  should  that  suc- 
cessor be?  Louisa  Sellers,  managing  director  of  Ashbridge 
Investment  Management  in  Philadelphia,  recommends  select- 
ing a  good  listener  and  team  player,  even  if  he  or  she's  not  an- 
other Warren  Buffett.  —Joanne  Gordon  and  M.S. 


Want  to  make  sure  your  plan  is  on  track? 

Fidelity  can  help. 


What  stocks  do  you  own  and 
why  do  you  own  them?  Is  your 
portfolio  diversified  enough?  Does 
your  current  allocation  truly 
reflect  your  long-term  goals? 
Have  tax  law  changes  provided 
more  opportunities,  or  more  pit- 
falls? It  can  be  difficult  to  know, 
but  a  Fidelity  Portfolio  Review 
today  can  help. 

Together  we'll  take  a  com- 
prehensive look  at  your  entire 


For  a  comprehensive 
portfolio  review,  call 
1-800-FIDELITY 


financial  portfolio  —  mutual  funds, 
individual  stocks,  bonds,  401  (k)s, 
IRAs,  Fidelity  and  non-Fidelity 
accounts.  We  can  help  you  develop 
a  plan  to  pursue  financial  goals 
from  college  tuition  to  retirement 
income  —  or  help  ensure  that  your 
current  plan  is  still  viable. 

Now  may  be  the  time  to  put  the 
experience  and  service  of  Fidelity 
to  work  on  your  portfolio  to  help 
you  see  yourself  succeeding. 


Fidelity  ^j-^  Inuestments^ 


1-800-FIDELITY  Fidelity.com 


Investment  results  may  vary.  Fidelity  Brokerage  Services,  Member  NYSE,  SIPC 
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Invested  in  the  family:  Townsend  (Towny)  Quinn  and  his  16-month-old  granddaughter  Audrey. 


David's  career,  as  well.  He  convinced  the 
family  to  take  a  controlling  stake  in  a 
small  firm  making  titanium  wheelchairs 
and  then  took  a  senior  position  there. 

Investment  talk  pervades  famOy  gath- 
erings. "It's  sort  of  strange  we're  not 
going  to  a  baseball  game,"  reflects  son 
Adam,  28.  But  he's  in  there  pitching 
ideas.  A  creative  director  at  Oscar  de  la 
Renta  in  New  York,  Adam  steered  the  LLC 
into  taking  a  stake  in  Bthere.net,  a  broad- 
band entertainment  company.  Third  sib- 
ling, Tracy,  35,  a  clinical  psychologist, 
doesn't  scout  as  many  deals,  but  uses  her 
training  to  help  the  family  get  along. 

Gerald  Lippes'  advice:  Don't  put 
money  you  or  your  children  might  need 
soon  in  the  investing  pool.  Let  partici- 


pants make  their  own  spending  decisions. 

The  Bairds 

The  Bairds  of  Temple,  Tex.  formed  their 
partnership  in  the  early  1990s  in  part  to 
keep  their  ranch,  a  525-acre  cattle  spread, 
in  family  hands.  "Even  when  families  go 
in  different  directions,  it  still  gives  you 
something  to  return  to,"  says  Thomas 
Baird,  49.  But  his  parents  also  put  about 
$4  million  in  liquid  assets  into  the  part- 
nership. Later,  Thomas  and  his  two  broth- 
ers each  kicked  in  $1  million.  Trusts  for  the 
12  grandchildren  own  shares,  too. 

It  took  the  family  three  months  to 
hammer  out  the  original  partnership 
agreement.  "There  was  a  lot  of  cussin'  and 
discussin',"  drawls  Thomas,  a  lawyer,  who 


drafted  the  document.  Mom  didn 
want  to  own  alcohol  or  tobacc 
stocks.  Dad  didn't  want  the  partne  | 
ship  to  make  distributions;  \\ 
wanted  the  wealth  saved  for  tl 
grandchildren.  And  he  didn't  wai 
anyone  to  be  able  to  cash  out  earl; , 
The  resolution:  The  gener 
partner  of  the  partnership  is  a  sej 
arate  LLC,  with  the  parents  hoidir 
half  the  votes  and  each  brothi 
one-sixth,  so  nothing  can  happe 
without  support  from  both  gene 
ations.  The  partnership  has  a  5( 
year  term;  anyone  who  wants  oi 
early  needs  unanimous  approve 
Large  distributions  take  a  majori 
vote.  The  partnership  is  broad 
but  conservatively  invested.  La 
year  it  posted  a  5%  return.  "Ind 
vidually,  we  couldn't  have  spret 
our  investments  across  as  mar 
different  asset  classes,"  Baird  says 


The  Morrises 

In  1988  Mark  Morris,  a  Topek 
Kans.  veterinarian,  sold  his  anims 
food  research  company  to  Colgat 
Palmolive  for  $60  million,  plus  coi 
tinuing  royalties.  He  was  just  5 
Says  Morris,  "You  can  fish,  you  Cc 
golf  I  became  a  family  investor." 

Morris  and  wife  Bette  org 
nized  a  limited  partnership  inclu' 
ing  three  children  and  the 
spouses,  three  cousins  and  a  no\ 
93-year-old  aunt.  Morris'  kids  have  p 
$10  million  each  into  the  partnershi 
mostly  from  trusts  he  set  up  for  ther 
and  hold  a  55%  stake  in  the  FLP. 

"Bette  and  I  retain  the  right  to  fi 
any  of  our  16  money  managers,  but  o 
kids  have  input,"  he  says.  They  talk  strf 
egy  at  two-day  retreats  at  the  Morr 
Colorado  vacation  home.  The  FLP  h 
invested  heavily  in  technology  and  hed 
funds  and,  despite  the  recent  tech  dru 
bing,  claims  a  28%  average  annual  retu 
since  it  began  investing  in  1995. 

Participants  can  withdraw  at  the  ei 
of  any  calendar  year.  Says  Morris:  "^ 
are  a  family,  but  it's  also  a  business.  S( 
try  to  run  it  like  one.  If  they  want  to  ta 
their  money  elsewhere,  that's  fine." 
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How  Diversified 

rJamilys 


Look  wide  and  deep.  It's  a 
matter  not  only  of  stocks 
and  bonds  and  foreign 
exposure.  It's  a  matter  of 
your  home  and  your  career 


By  Ira  Carnahan 

when  David  Marchick,  35,  took  a  job  with 
onHne  auction  site  Bid4Assets.com,  a 
Maryland  startup,  he  knew  it  was  risky. 
Still,  Marchick  and  his  wife,  Pamela  Kur- 
land,  34,  decided  it  was  worth  taking  a 
chance  if  they  could  just  limit  their  other 
financial  risks. 

Kurland's  secure  job  as  an  attorney  for 
the  American  Medical  Association  gave 
them  some  comfort.  But  the  Chevy  Chase, 
Md.  couple  also  decided  to  invest  conser- 
vatively, focusing  on  large,  relatively  stable 
stocks  like  pharmaceuticals.  "We're  pretty 
disciplined  about  weighing  the  risks  asso- 
ciated with  our  employment  and  our  in- 
vestments," Marchick  says. 

Pretty  smart.  With  the  market's  recent 
gyrations,  even  investors  who  got  caught 
up  in  the  tech  frenzy  now  recognize  the 
importance  of  diversifying  to  reduce  risk. 
But  it's  easier  said  than  done.  Today's 
families,  invested  as  they  are  in  employer 
stock  options  and  expensive  houses,  face 
new  diversification  traps.  Fortunately  they 
also  have  new  tools  to  avoid  them. 

Trap  I:  Your  job 

If  you're  on  the  younger  side,  your  fam-     Diversified,  in  a  family  way:  Pamela  Kurland's  secure  job  offsets  David  Marchick's  risky  one. 
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ily's  biggest  asset  probably  isn't  your  port- 
folio but  your  ability,  and  your  spouse's 
ability,  to  earn  income  in  the  future.  It's  a 
commonsense  notion,  but  one  that  is 
often  overlooked. 

To  properly  diversify  you  should  avoid 
stock  not  just  in  your  company  but  in  re- 
lated ones,  says  University  of  Chicago  fi- 
nance professor  John  Cochrane.  Yet  many 
people  invest  heavily  in  their  employer's 
stock,  despite  the  clear  link  between  the 
stock's  fortunes  and  their  careers. 

This  isn't  just  a  tech  company  prob- 
lem. At  Coca-Cola  78%  of  assets  in  work- 
ers' 401  (k)s  are  in  company  stock; 
in  Abbott  Laboratories  workers' 
retirement  accounts,  the  figure  is 
80%.  Yes,  that's  partly  because 
these  companies  match  employ- 
ees' plan  contributions  with  stock. 
But  Coke  employees  also  direct 
64%  of  their  own  contributions 
into  company  stock.  Why?  Surveys 
show  many  workers  wrongly  be- 
lieve their  own  company's  stock  is 
safer  than  a  diversified  portfolio. 

If  you're  just  sure  your  com- 
pany is  a  tremendous  bargain,  or 
you  have  to  hold  company  stock 
because  your  company's  401  (k) 
match  requires  it,  understand  the 
risk  and  don't  commit  any  money 
you'll  need  right  away.  Julie  Rath- 
bun,  33,  works  for  Seattle  biotech 
firm  Dendreon;  she  and  her  hus- 
band, Mark,  32,  who  works  for  a 
nonprofit,  have  30%  of  their  portfolio  in 
Dendreon.  "If  it  evaporated  tomorrow,  it 
would  be  sort  of  a  bummer,  but  it 
wouldn't  really  change  any  of  our  imme- 
diate plans,"  says  Mark. 

Just  as  important,  consider  tilting  the 
rest  of  your  portfolio  to  the  conservative  to 
offset  your  single  stock  risk  and  diversify 
against  your  company  holdings.  A  worker 
at  Citigroup  should  not  buy  Am_erican  Ex- 
press, but  he  might  consider  ExxonMobil, 
which  often  zigs  when  Citigroup  zags.  The 
chart  shows  industries  that  tend  to  offset 
each  other.  At  FinPortfolio.com  you  can 
even  punch  in  your  company's  stock  and 
find  out  which  stocks  go  up  when  yours 
goes  down.  (This  service  costs  $75  for  three 
months.) 


Trap  2:  Your  house 

The  average  American  family  has  60%  of 
its  wealth  tied  up  in  a  house,  and  young 
families  are  even  more  heavily  invested  in 
homes.  We  won't  lecture  about  spending 
less  on  housing;  that's  a  personal  choice, 
and  there  are  tax  and  other  reasons  a  house 
can  be  a  decent  investment.  But  at  least  try 
to  avoid  investing  in  industries  that  domi- 
nate your  area,  since  if  they  tank,  the  value 
of  your  house  could,  too,  advises  Yale  fi- 
nance professor  Matthew  Spiegel.  If  you're 
in  the  New  York  metro  area,  stay  away  from 
financial  services  companies.  In  Houston, 


Fellow  Travelers 


Try  to  invest  in  industries  that  have  a  low  correlation 
with  the  one  you  work  in.  That  way,  your  employer  and 
your  portfolio  are  less  likely  to  tank  at  the  same  time. 


Sector 
correlations 

Based  on  daily  return 
data  from  10/29/98 
through  10/29/01 


High  Moderate  Very  low 
Source:  FinPortfolio.com. 
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be  chary  of  oil.  In  San  Francisco  or  Seattle, 
steer  clear  of  too  much  tech. 

Trap  3:  The  20-stock  myth 

You  may  have  heard  that  old  saw  about 
needing  only  20  well-chosen  stocks  to  di- 
versify. Don't  believe  it.  Individual  stock 
volatility  has  been  rising,  meaning  you 
now  need  to  own  almost  50  stocks  to  get 
the  same  degree  of  diversification  pro- 
vided by  20  stocks  in  the  early  1960s,  finds 
a  new  study  in  the  Journal  of  Finance. 

Fortunately,  it's  easier  and  cheaper  now 
to  build  a  50-stock  portfolio  using  FO- 
LIOfii.com  or  one  of  the  competing  ser- 
vices offered  by  E-Trade  or  Fidelity.  For  a 
fixed  annual  fee  of  $295,  FOLIOfn  lets  you 
buy  three  portfolios  of  up  to  50  stocks  each, 


and  even  buy  fractions  of  a  share  when  y» 
invest  small  additional  amounts  in  i. 
portfolio.  You  can  also  plug  in  your  ct 
rent  holdings  (including  that  too-lar 
chunk  of  your  employer's  stock)  and  idc 
tify  the  other  stocks  you'll  need  to  add 
build  a  balanced  portfolio. 

Trap  4:  The  401  (k)  split 

Many  401  (k)  investors  end  up  poorly 
versified  because  they  simply  split  the 
money  evenly  across  the  different  optic 
offered  by  their  plan,  Shlomo  Benartzi 
UCLA  and  Richard  Thaler  of  the  Universi 
of  Chicago  found  in  a  recent  stuc 
For  example,  at  the  University 
California,  where  four  of  the  fi 
mutual  funds  offered  were  bor 
funds,  workers  put  just  34% 
their  cash  in  stocks.  In  other  pla 
that  offered  mostly  stock  func 
workers  piled  mostly  into  stocks 
So  look  carefully  at  the  offe 
ings  and  set  a  conscious  allocatio 
but  beware  of  the  next  trap. 


Trap  5:  Misleading  labels 

Okay,  you've  decided  what  yc 
want  to  own,  say,  30%  bonds,  30' 
value  stocks,  20%  growth  stoc 
and  20%  foreign  stocks,  and  you' 
picked  your  funds  according^ 
You're  not  home  free  yet.  The  re 
son?  Style  drift.  Fund  manage 
who  supposedly  focus  on  one  ty| 
of  stock  may  be  buying  others  hea 
ily,  in  part  to  buck  up  their  performance 
Fortunately,  there  is  now  a  way  to  de 
with  this  long-standing  problem.  To  gel 
sense  of  the  overall  holdings  and  risk 
your  portfolio,  try  Morningstar.com's  Ii 
stant  X-Ray.  You  punch  in  your  fur 
holdings  and  it  tells  you  what  stocks  ar 
sector  and  style  concentration  you  actt 
ally  have. 

Trap  6:  The  time  illusion 

After  the  past  year  every  investor  unde 
stands  stocks  are  risky  in  the  short  term.  Bi 
many  continue  to  believe  they're  safe  ov 
the  long  term,  meaning  young  folks  ca 
happily  ignore  bonds.  If  you  could  be  coi 
fident  history  will  repeat,  this  would  be  tru 
In  the  last  century  stock  investors  beat  bor 
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American  Determination 


'luch  has  changed  recently  Yet,  from  our  vantage 
oint,  so  much  more  has  not.  The  same  principles 
nd  beliefs  that  have  long  guided  our  company 
ave  not  moved.  Not  even  budged. 

It's  simple.  As  investment  managers,  we're 
ptimistic  about  the 
ature.  How  can  we  look 
t  all  of  the  people  who 
orround  us  each  day- 
nd  their  achievements 
and  not  be  confident? 

So,  while  we  are  completely  aware  of,  and  ever 
igilant  to,  the  forces  currently  at  work  in  the 
larketplace,  we  are  determined  to  remain  true  to 
ne  way  we  work.  And  think.  And  believe. 

We  know,  from  our  experience,  the  market  has 
ewarded  a  long-term,  diligent  approach. 


So,  for  more  than  four  decades,  we've  adhered 
to  time-tested  investment  processes  on  all  of 
the  funds  we  manage.  These  practices  will  remain 
unchanged,  regardless  of  market  conditions. 
We  will  continue  to  seek  the  most  promising 
companies,  and  hand- 
select  them  one  by  one. 
We  will  continue  to 


subject  these  companies 
to  our  disciplined,  but 
independent,  judgment. 
We  will  continue  to  adhere  to  our  investment 
philosophy,  constantly  applying  all  we've  learned. 

And,  by  working  together,  we  will  continue 
to  believe  that  our  determination,  our  hard  work 
and  our  confidence  can  ultimately  lead  us  to  an 
even  more  promising  future. 


American 
Century. 

Investment  Managers 


or  a  prospectus  with  more  complete  information,  including  charges,  expenses  and  minimums,  please  call  1-877-44-AMCEN.  Be  sure  to  read 
carefully  before  you  invest  or  send  money.  American  Century  Investment  Services,  Inc.  ©2001  American  Century  Services  Corporation. 


www.americancentury.com 


NVESTMENT  CHECKUP 


If  If. 


I  ve  got  a 
good  portfolio, 

I  think." 


Find  out  for  sure.  Get  a  second 
opinion  with  the  T.  Rowe  Price 
Investment  Checkup^*^. 

Stocks.  Bonds.  Mutual  funds.  With  so 
much  to  choose  from,  it's  hard  to  know 
if  you've  made  the  best  investment  deci- 
sions for  your  long-term  financial  goals. 
That's  whyT.  Rowe  Price  has  created  the 
Investment  Checkup  —  the  professional 
portfolio  review  designed  to  help  you 
determine  where  you  stand. 

Make  sure  your  portfolio  is  on  the  right 
track.  Call  for  your  free  Investment 
Checkup  Kit  today,  and  find  out  for  sure. 
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Based  on  your  Personal 
Profile,  we  provide: 

•  A  complete  asset 
inventory  by 
investnnent  category 

•  Recommended 
changes  to  your 
portfolio 

•  A  Personal  Advisory 
Counselor  to  help 
implement  your 
new  plan 

The  Portfolio  Analysis 
and  Recommendation 
carries  a  one-time 
$250  advisory  fee. 


Invest  With  Confidence 

TRowelVice 


Investment  Checkup  is  a  service  of  I  Rowe  Price  Advisory  Services,  Inc.,  a  federally  registered 
investment  adviser.  ICU061639 


investors  if  they  held  on  long  enough,  t 
will  this  phenomenon  persist?  Because  i 
turns  tend  to  revert  to  the  mean,  the  tail  c: 
of  a  decade-long  U.S.  stock  boom  is  no 
promising  time  to  buy,  observes  Harva 
economist  John  Campbell.  Stocks  are  tra 
ing  at  double  their  historical  average  mul 
pie  of  earnings.  A  drift  back  to  a  norn 
multiple  would  depress  stock  returns. 

The  point  here:  Diversifying  beyoi 
stocks  makes  sense  for  investors  of 
ages.  It  greatly  reduces  the  risk  that  yo 
portfolio  will  lose  money,  while  oi; 
moderately  reducing  the  likely  retu 
from  that  portfolio. 

Trap  7:  Home-team  bias 

While  most  finance  pros  are  adamant  tl 
Americans  ought  to  invest  more  abro;i 
foreign  diversification  has  taken  a  beati 
in  the  press  recently.  One  reason  is  disn 
returns  in  markets  like  Japan.  Another 
some  much-hyped  research  showing  U 
and  foreign  stock  markets  are  movii 
more  closely  together  than  they  used  t 
With  closer  movement  the  gains  from  ^ 
versifying  abroad  are  lower.  Another  d 
turbing  finding:  The  correlation  betwec 
U.S.  and  foreign  stocks  is  highest  durii 
market  downturns,  just  when  diversific 
tion  is  needed  most. 

Don't  overreact,  advises  Boston  Cc 
lege's  Alan  Marcus.  Correlations  amoi 
U.S.  stocks  jump  during  bad  markets,  to 
Correlations  also  vary  a  lot  over  time, 
what's  happened  recently  may  not  be 
good  sign  of  what's  coming  next.  Foreii 
markets  have  moved  closely  with  the  U. 
in  the  past,  then  diverged. 

For  most  investors  the  problem  isi 
too  much  foreign  stock  but  too  little,  sa 
Roger  Ibbotson,  chairman  of  Ibbotson  A 
sociates.  A  strong  statistical  case  can 
made  for  holding  20%  in  international  i; 
vestments,  but  the  typical  401(k)  accou 
has  less  than  5%,  according  to  a  Hew; 
Associates  survey. 

A  big  reason  seems  to  be  excess  opt 
mism  about  domestic  stocks.  Just  as  en 
ployees  are  overly  optimistic  about  the 
own  company's  stock,  surveys  have  r 
peatedly  found  that  investors  througho 
the  world  expect  their  own  country 
stocks  to  perform  better  than  investo 
from  other  countries  expect  them  to. 
root  for  the  home  team,  but  diversify. 


Now,  more  than  ever,  should  a  client's  first  concern  be  the  preservation  of  assets? 

Clearly,  we  are  looking  at  a  brand  new  world.  Of  course,  our  first  mandate  is  to  protect  what  our  clients  have 
achiei'ed.  But  we  would  be  remiss  in  not  alerting  them  to  new  opportunities  that  might  be  appropriate. 


You  sound  cautiously  optimistic. 

There  is  always  a  reason  to  be  optimistic,  as  long  as  there  are  alternatives. 
What  reassurance  can  you  offer  to  clients? 

Kjjowing  we  offer  access  to  an  unparalleled  global  netiuork  of  resources,  information  and  services  is  certainly 
reassuring.  Just  as  important  is  the  acumen  and  expertise  we  provide  to  help  clients  select  from  the  myriad 
of  choices  out  there. 

So  it's  about  size  and  strength? 

It's  about  providing  a  customized  solution  for  each  investor.  Obviously,  the  more  we  have  to  draw  from,  the 
better  able  we  are  to  do  this. 

And  when  the  market's  on  the  upswing,  what  then? 

Our  relationships  with  our  clients  aren't  predicated  by  the  mood  of  the  market.  There  is  no  expiration  date 
on  what  we  have  to  offer:  a  clear  and  guided  path  to  help  them  fulfill  their  life  objectives. 

To  have  your  own  dialogue  with  us,  call  1.800.996.2500,  ext.  540 

citigrou|>r 

private  bank 

Ninety  offices  in  fifty-eight  cities  around  the  world. 

Citigroup  Private  Bank"  provides  services  and  products  through  various  Citigroup  affiliates.  In  the  U.S.,  investment-related  services  are  offered 
)ugh  various  Citigroup  affiliates,  including  Citicorp  Investment  Services,  member  NASD/SIPC.  Not  all  services  and  products  are  available  at  all 
locations.  For  more  information,  contact  The  Citigroup  Private  Bank.  ©2001  Citicorp.  All  rights  reserved. 


Investment  Products:  Not  FDIC  Insured  •  No  Bank  Guarantee  •  May  Lose  Value 


Investment  Guide  Family 


Wal-Mart,  Exxon  and  McDonald'? 
could  be  your  kid's  stockbroker. 


(ilema 


By  Carrie  Coolidge 

One  way  to  build  family  wealth  is  to  give 
your  kids  an  early  taste  of  the  process.  Set 
up  a  stock  portfolio  for  them.  Of  course, 
no  minor  can  own  stock;  it  has  to  be  pur- 
chased in  the  name  of  a  trust,  parent  or 
guardian.  The  trick  is  to  get  them  inter- 
ested in  what  will  be  their  money  some 
fine  day. 

Make  sure  that  the  project  isn't  a 
grown-up  undertaking  that  they  have  no 
hand  in.  Involve  them  in  investing  deci- 
sions. Walt  Disney's  stock  is  a  favorite  for 
this  because  its  cartoon-filled  framable 
certificates  make  nice  gifts  for  youngsters. 
"Inyest  in  the  companies  you  have  confi- 
dence in  that  also  match  your  kid's  inter- 
est," suggests  Jayne  Pearl,  author  of  Kids 
and  Money:  Giving  Them  the  Savvy  to  Suc- 


ceed Financially  (Bloomberg  Press,  1999). 

If  you're  buying  for  yourself,  you 
(presumably)  buy  1,000  shares  at  a  time 
and  the  quality  of  execution  is  more 
important  than  the  3-cent-per-share 
commission.  If  you're  buying  for  a  10- 
year-old,  you  may  be  getting  only  10 
shares,  and  a  $30  minimum  commission 
(such  as  Schwab  charges  for  online 
trades)  becomes  significant.  At  that  point 
it  makes  sense  to  take  a  look  at  direct- 
purchase  plans  in  which  you  get  shares 
fi-om  the  issuer. 

There  are  a  lot  of  issues  to  choose 
from.  Since  the  Security  &  Exchange 
Commission  made  it  easier  for  compa- 
nies to  offer  direct-purchase  programs 
seven  years  ago,  the  number  of  those  that 
offer  plans  has  exploded.  They're  not 


doing  it  for  altruistic  motives,  sa 
Charles  Carlson,  author  of  Eight  Steps 
Seven  Figures  (Doubleday,  2000).  The 
plans  provide  companies  with  a  corps 
buy-and-hold  investors  who  act  as 
price-stabilizing  force.  In  1994, 52  comp 
nies  were  offering  these  plans;  today  6' 
do,  including  McDonald's;  Sears,  Ro 
buck;  and  Wal-Mart  (see  table).  Exxo 
Mobil  boasts  it  has  400,000  participan 
Sears  has  60,000  enrolled.  The  large 
source  of  online  data  on  such  plans 
found  at  www.netstockdirect. 

One-quarter  of  direct-purcha 
plans  charge  no  purchase  fees.  The 
include  Exxon,  Pfizer  and  Lockhet 
Martin.  Of  those  companies  that  chars 
fees  run  from  $1  to  $5,  plus  2  cents 
12  cents  per  share  (Procter  &  GambI 
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TOMORROW 

Reduce  actual 
crash  injuries 


TOYOTA 


He  can't  talk,  he  can't  walk,  he  can't  drive 
a  car.  Yet  he  could  be  the  most  innportant 
"person"  in  the  world  of  automotive 
safety  testing  today.  He's  THUMS,  the 
world's  first  virtual  human  for  crash  testing. 

Developed  by  Toyota  engineers,  THUMS 
can  provide  a  microscopic  look  at  the 
injuries  real  people  are  likely  to  sustain  in 
a  car  accident.  By  analyzing  data  from 
THUMS'  80,000  cyberparts,  engineers  can 
now  zero  in  on  skin,  bones,  ligaments  and 
tendons  —  something  they  were  never 
able  to  do  before. 

Although  currently  only  an  experiment, 
technologies  like  THUMS  may  one  day  be 
used  to  supplement  Toyota's  existing 
safety  programs,  to  make  our  cars  even 
safer  for  real  human  beings.  Safer  cars  — 
thanks  to  one  very  smart  dummy. 


www.toyota.com/tomorrow 


i 


Investment  Guide  Family 

The  Direct  Approach  

You  can  buy  stock  directly  from  hundreds  of  companies,  avoiding  brokers'  fees.  Some  companies  charge  their  own  fees,  others 
don't.  Here's  a  rundown  on  plans,  with  fees  and  minimum  purchase  amounts.  You  can  enroll  on  company  Web  sites. 

Plan  phone  Minimum  initial  Minimum 

Website  Buy  fee  Sell  fee  Set-up  fee  investment  purchase 

ExxonMobil  800-252-1800  none  $5  +  5C/share  none  $250  $50 

wvw.exxoninobil.com  

"McDonald's  800-621-7825  $6.00  $15  +  15C/share        $5  $500^  $50 

www.mcdonalds.com 

Walt  Disney  Co.  881-553-7200  $5  *  2C/share  $10  +  2C/share  $10  $1,0002  $100 

www.disney.com 

BuyandHold  800-646-8212  $6.99^  $6.99^  none  none  $20 

www.buyandhold.com 

ShareBuilder  866-747-2537  $4.00"  $15.95=  none  none  none 

www.sharebuitder.com 

'Initial  minimum  waived  with  automatic  debit  of  $50  a  month  for  ten  months.  ^Initial  minimum  waived  with  automatic  debit  of  $100  a  month  for  ten  months.  ^Includes  the  first  two  buy 
or  sell  trades  in  a  given  month.  All  additional  trades  within  the  month  are  $2.99  each  or  $14.99  a  month  for  unlimited  trades.  Real-time  buy  or  sell  orders  cost  $19.99  per  trade. 
'Unlimited  purchases  of  stock  available  at  $12  per  month.  Real-time  buys  available  at  $15.95  'All  sales  of  stock  are  made  real-time.  Sources:  NetstockDirect.  companies. 


Sears  and  Wal-Mart). 

When  it  comes  to  execution,  compar- 
isons get  a  little  trickier — and  are  likely  to 
favor  a  Schwab  or  Merrill  Lynch  over  a 
direct-purchase  plan.  With  a  broker  you 
are  presumably  smart  enough  to  place 
limit  orders,  specifying  a  maximum  price 
(which  you  will  usually  set  very  close  to 
the  last  reported  trade  or  the  midpoint  of 
the  bid-ask  spread).  With  direct-purchase 
plans  you  get  pot  luck — more  precisely,  a 
market  order.  You  run  the  risk  that  you 
will  pay  much  more  than  you  wanted  to. 
Blow  a  dime  a  share  on  a  trade,  and  you 
have  negated  any  possible  benefit  to 
avoiding  commissions. 

A  key  point  to  remember:  With  a 
direct-purchase  plan  you  also  don't  con- 
trol when  the  trade  takes  place.  The  typi- 


cal deal  calls  for  all  direct-purchase  orders 
to  be  aggregated  and  run  through  the  sys- 
tem once  a  week.  Hmm.  Does  the  special- 
ist or  marketmaker  anticipate  this  order 
and  price  accordingly?  It's  hard  to  be  con- 
fident that  doesn't  happen. 

An  alternative  is  to  use  Web  broker- 
ages like  BuyandHold  or  ShareBuilder, 
which  are  much  like  direct-purchase 
plans,  except  they  execute  orders  more 
frequently.  BuyandHold  executes  three 
times  a  day,  while  ShareBuilder  executes 
buy  orders  once  a  week  (real-time  market 
and  limit  orders  for  buys  and  sells  are 
available).  Another  advantage  is  that 
BuyandHold  and  ShareBuilder  offer 
more  stocks  to  choose  from  (even  those 
that  don't  have  direct-purchase  plans) 
but  charge  vexing  fees  (see  table),  even  if 


the  company  is  fee-free,  like  Pfizer. 

A  third  option:  Dividend  reinve^ 
ment  plans,  known  by  the  off-puttii 
acronym  DRlPs,  are  a  variant  in  which  y< 
must  own  a  minimum  of  one  share 
order  to  enroll  in  a  plan  (FORBES,  Dec.  I 
2000).  You  can  plow  quarterly  payoi; 
into  buying  more  stock.  But  unlike  dirt 
stock  plans,  DRIPs  buy  stock  only  onct 
month  or  quarter  and  are  less  likely 
offer  neat  features  like  IRA  accounts  ai 
automatic  investments  via  electron 
withdrawals  from  your  bank  account. 

Another  annoyance  is  the  high  tar 
to  exit.  Direct  investing  is  like  the  Ho 
California  for  stock.  Exxon  omits  buyii 
fees  but  charges  $5  plus  5  cents  for  eve 
share  sold.  Wal-Mart  hits  you  up  for  a  $ 
fee  and  10  cents  per  share. 


Giving,  the  Family  Way 


Take  a  trip.  Make  a  loan.  Pay  for  private 
school  or  braces.  There  are  many  ways 
to  share  your  wealth  while  you're  still  alive. 


By  Janet  Novack 

Bryn  Mawr,  Pa.  trust  lawyer  Stephan 
Leimberg  believes  in  sharing  the  wealth. 
His  annual  $10,000  gifts  to  his  daughter 
helped  her  buy  her  first  house  recently. 
An,d  with  his  encouragement  his  wid- 
owed mother  has  treated  a  dozen  rela- 
tives to  a  Caribbean  cruise  and  a  trip  to 
Israel.  "You  can't  see  them  enjoy  your 

158     FORBES"  Deccmhcr  10,  2001 


money  from  your  grave,"  he  reasons. 

The  estate  tax  might  go  away — under 
the  loopy  law  passed  this  year  the  tax  dis- 


appears in  2010  and  reappears  in  201 
But  it  still  makes  sense  to  transfer  son 
excess  wealth  while  you're  alive,  so  lor 


SMOOTH  FLOW  information 

ISDN  SPEED.  ANYWHERE/INSTANTLY. 


THE  INMARSAT  GLOBAL  AREA  NETWORK  ^^^'i 
GIVES  COMPANIESTHE  EDGE 


There  are  times  when  face  to  face  meetings  can  malce  the  difference.  But  these  days,  the 
demands  on  professiona'ls  mean  the  pei^sonal  touch  is  not  always  possible.  You  ((now  that 
the  ideal  solution  would  be  a  reliable,  quality  mobile  video  conferencing  solution  that 
won't  breal(  the  banl(.  But  this  is  still  science  fiction,  right?  Wrong.  The  Inmarsat  Global 
Area  Networl(  is  a  unique  high-speed  solution  that  delivers  wireless  ISDN  speed  video,  file 
transfer,  e-mail,  fax  and  voice  from  almost  anywhere  on  earth.  And  64kbit/s  Internet 
connectivity  makes  GAN  a  natural  extension  of  your  LAN.  And  with  the  world's  first  mobile 
packet  data  service  via  satellite,  Inmarsat  GAN  Is  a  cost  effective  solution.  Your  business 
will  always  lead  you  to  the  ends  of  the  earth,  but  now  you  can  be  in  two  places  at  once.  Call 
+44  (ol  20  7728  1100  or  check  out  our  website. 


rinmarsat.com ' 


Inmarsat^ 


ACCESS    ALL  AREAS 


an  Inmarsat  ventures  company 
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as  you  can  do  so  without  paying  gift  tax. 
Aside  from  the  pleasure  of  helping  others 
now,  you're  hedging  your  bets  in  case  the 
estate  tax  isn't  repealed  or  you  go  before 
the  tax  does.  There  are  three  freebies  to 
take  advantage  of. 

First  is  the  annual  gift  exclusion.  Any 
individual  can  give  $10,000  a  year — 
probably  rising  to  $11,000  on  Jan.  1 — to 
any  other  person,  free  of  gift  tax.  That 


means  a  husband  and  wife  can  give  their 
two  kids,  the  kids'  spouses  and  their  four 
grandkids  a  total  of  $160,000  this  year. 
Remember  that  noncash  gifts  count  in 
that  total.  If  you  buy  the  family  dinner, 
the  IRS  isn't  likely  to  care.  But  if  you  pay 
for  the  whole  clan  to  take  a  $5,000-a-head 
luxury  cruise,  you'd  best  count  that 
against  your  annual  exclusion. 

Next  is  the  lifetime  exclusion  from 


You  can  put  up  to  $50,000  into  a  Section 
529  college  savings  plan  for  a  grandchild 
iving  to  worry  about  gift  taxes. 


gift/estate  taxes.  Only  that  portion  o 
gift  exceeding  the  annual  exclusi 
amount  counts  against  the  lifetii 
exclusion.  The  lifetime  exclusion 
$675,000  now  and  rises  to  $1  million 
Jan.  1,  meaning  folks  who  have  used 
their  current  exemption  have  a  n 
opportunity.  Bernard  Kent,  head 
PricewaterhouseCoopers'  Midwest 
nancial  planning  practice,  cautio 
however,  that  because  of  the  v 
the  exclusion  is  calculated, 
you've  made  taxable  gifts  in  t 
past,  the  increase  in  your  exc. 
sion   could   be  as  little 
$250,500,  instead  of  $325,0( 
Also,  be  aware  that  while  t 
estate-tax  exclusion  is  schedul 
to  rise  to  $1.5  million  in  2004, 
million  in  2006  and  $3.5  milli 
in  2009,  the  amount  of  tl 
exclusion  you  can  use  for  gi 
during  your  lifetime  will  stay 
$1  million.  So  use  your  increas 
gift    exemption    wisely  a 
remember,  if  you  make  $1  m 
lion  in  gifts,  that  reduces  yo 
estate  exemption  by  $1  millio 
The  third  way  to  make  gifts 
to  pay  someone  else's  medical 
education  bills  directly.  The 
payments  don't  count  agaii 
your  annual  or  lifetime  exclusif 
You  can  foot  the  bill  for  privc 
school,  college  or  even  orthodo 
tia  for  your  grandkids,  nieces 
nephews,  so  long  as  the  check 
made  out  to  the  school  or  dt  iii 
not  to  the  parents. 

Here  are  some  other  pointc 
for  sharing  the  wealth: 


Make  your  intent  clear 

If  you  are  making  annual  gi 
this  year,  but  aren't  sure  wheth 
you  can  afford  to  in  the  futui 
tell  your  children  not  to  get  uS' 
to  the  cash.  "Take  care  of  you 
self  first.  It  ain't  the  kids'  mont 
it's  yours,"  says  St.  Louis  esta 
planner  John  Olsen.  If  you  pl> 
to  make  gifts  every  year,  b 
expect  the  kids  to  invest  rath 
than  spend  it,  say  so. 
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^THINKPAD  EXPERIENCE  #151 


e  new  ThinkPad  lineup: 
scover  four  ways  to  notebook  nirvana 


Get  on  a  higher  plane  of  mobile  computing 
with  a  new  IBM  ThinkPad®  notebook.  After  all, 
models  in  every  series  -  X,  T  R  and  A  -  feature 
well-thought-out  tools  for  your  success.  Case  in 
point  is  our  ingenious  dual  integrated  antenna 
system  that's  built  right  into  the  display  of  select 
models  for  enhanced  wireless  signal  strength. 
And  Microsoft®  Windows®  XP  Professional  - 
available  on  select  ThinkPad  notebooks  -  has 
the  advanced  mobility  security  reliability  and 
networking  solutions  for  businesses  of  all  sizes. 

.So,  mull  it  over  and  pick  tfie  model  that  suits 
you  best:  the  ultraportable  ThinkPad  X22,  the 
high-performance  T23,  the  R30  with  all  the 
essentials  or  the  desktop  alternative  A30.  Then, 
customize  your  ThinkPad  with  swappable 
Ultrabay™  options  to  make  it  truly  yours.  And  if 
you  so  desire,  order  one  up  with  the  latest 
Mobile  Intel®  Pentium®  III  Processor  -  M, 
which  delivers  new  levels  of  performance  for  a 
better  mobile  experience.  The  great  thing  is 
that,  no  matter  which  notebook  you  ultimately 
select,  you've  already  made  the  most  important 
decision  -  making  it  an  IBfvl  ThinkPad. 


NEW  IBM  ThinkPad  X22 

Extra-light,  extra-small  ultraportable 

Mobile  Intel  Pentium  III  processor  733MHz  -  M 

supports  Enhanced  Intel  SpeedStep™ 

Technology' 

121"  XGATFT  display 

128MB  SDRAM 

10GB'  hard  drive 

Integrated  modem 

Integrated  Ethernet 

Microsoft  Windows  XP  Professional 

PC  Doctor* 

ConfigSafe 

3.7  lbs."  travel  weight 

3-year/1-year  battery  limited  warranty^ 


NEW  IBM  ThinkPad  T23 

Perfect  balance  of  performance  and  portability 
Mobile  Intel  Pentium  III  processor  1.20GHz  -  M 
supports  Enhanced  Intel  SpeedStep 
Technology 

14,1"  SXGA  TFT  display 
128MB  SDRAM  •  48GB  hard  drive 
Ultrabay  2000  8X/4X/24X  max"  CD-RW 
Integrated  modem  •  Integrated  Ethernet 
Integrated  80211  b  wireless 
Microsoft  Windows  XP  Professional 
Microsoft  Office  XP "  Small  Business 
IBM  Embedded  Security  Subsystem 
Veritas  Record  NOW  •  4.8  lbs.  travel  weight 
3-year/1-year  battery  limited  warranty 


$1,949^ 


DNavCode 
2 


•  26628BU-M317 
SuccessLease"  for  Small  Business  $69/MO,'.  36  MOS, 

NEW  IBM  ThinkPad  R30 

Ses(  blend  of  portability  and  essential  features 

Mobile  Intel  Celeron"  processor  900MHz 

13,3"  XGA  TFT  display 

128MB"'  SDRAM  •  10GB  hard  drive 

Ultrabay  2000  24X  max  CD-ROM 

Integrated  modem  •  Integrated  Ethernet 

Microsoft  Windows  XP  Home  Edition 

PC  Doctor  •  ConfigSafe 

5.5  lbs.  travel  weight 

1-year  limited  warranty 


$3,749 


CNavCode 
2 


$1,249 


<2647HNU-M317 

SuccessLease  for  Small  Business  $132/MO..  36  MOS. 

NEW  IBM  ThinkPad  A30 

Higfi-performance  desktop  alternative  with 
exceptional  versatility 

Mobile  Intel  Pentium  III  processor  933MH2  -  M 

supports  Enhanced  Intel  SpeedStep 

Technology 

14"  XGA  TFT  display 

128MB  SDRAM  •  20GB  hard  drive 

Ultrabay  2000  24X  max  CD-ROM 

Integrated  modem  •  Integrated  Ethernet 

Microsoft  Windows  2000  Professional 

PC  Doctor  •  ConfigSafe 

6.6  lbs.  travel  weight 

1-year  limited  warranty 


CNavCode 
2 


•265620U-M317 


$1,749 


CNavCode 
2 


SuccessLease  for  Small  Business  $44/MC),  36  MOS 


■265214U-M317 


SuccessLease  for  Small  Business  $62/MO,  36  MOS 


Choose  IBM 
ThinkPad  Today 


Call  toll  free  1  866  723-4476  or 

Click  www.ibm.com/shop/thinkpad/M317 


to  buy  direct,  locate  an  IBM  reseller  or  for  more  information. 

C    NavCode  Get  the  latesl  pficinq  <^ri(l  tnformalion  f,:i-^:l  U'..e  NavCode  on  the  ptione  or  nn  tlio  Web 

IBM  and  Microsoft®  Windows®  XP  Professional  provide  a  better  experience. 

IBM  PCs  use  genuine  Microsoft®  Windows® 
www.microsoft.com/piracy/howtotell 

itel  SpeedStep  technology,  processor  speed  may  be  reduced  to  conserve  battery  power  'GB  =  1,000,000,000  bytes  when  referring  to  storage  capacity:  accessible  capacity  is  less,  'Some  software  may  differ  from  its 
rsion  (if  available),  and  may  not  include  user  manuals  or  all  program  functionality.  Software  license  agreements  may  apply  'Includes  battery  and  optional  travel  bezel  instead  of  standard  optical  drive  in  Ultrabay  2000. 
able;  weight  may  vary  due  to  vendor  components,  manufacturing  process  and  options.  Tor  a  copy  of  IBM's  Statement  of  Limited  Warranty,  call  1  800  772-2227.  Telephone  support  may  be  subject  to  additional  charges, 
jo  not  include  tax  or  shipping  and  are  subfect  to  change  without  notice  Reseller  prices  may  vary.  'SuccessLease  is  offered  by  third-party  providers  of  business  financing  approved  by  IBM  Global  Financing.  SuccessLease 
nd  conditions  provided  by  the  third  party.  Featured  monthly  lease  payments  include  prespecified  purchase  option  at  the  end  of  the  lease,  to  qualified  business  customers  only,  installing  in  the  US,  Documentation  fee 
t  month's  payment  due  at  lease  signing,  taxes  are  additional  Offer  may  be  withdrawn  or  changed  without  notice.  Options  cannot  be  leased  separately,  'CD  and  DVD  drives  list  maximum  rates;  rates  are  variable  and  are 
5S  than  the  maximum,  'Certain  Microsoft'  software  product(s)  included  with  this  computer  may  use  technological  measures  for  copy  protection,  IN  SUCH  EVENT  YOU  WILL  NOT  BE  ABLE  TO  USE  THE  PRODUCT  IF 
)  NOT  FULLY  COMPLY  WITH  THE  PRODUCT  ACTIVATION  PROCEDURES  Product  activation  procedures  and  Microsoft's  privacy  policy  will  be  detailed  during  initial  launch  of  the  product,  or  upon  certain  reinstallations 
oftware  product(s)  or  reconfigurations  of  the  computer  and  may  be  completed  by  Internet  or  telephone  (toll  charges  may  apply),  '"Memory  supports  both  system  and  video.  Accessible  system  memory  may  be  less 
!  amount  stated,  depending  on  video  mode.  All  offers  subject  to  availability  IBM  reserves  the  right  to  alter  product  offerings  and  specifications  at  any  time,  without  notice,  IBM  cannot  be  responsible  for  photographic 
graphic  errors,  IBM  makes  no  representations  or  warranties  regarding  third-party  products  or  services  SuccessLease  and  all  IBM  product  names  are  registered  trademarks  or  trademarks  of  International  Business 
8S  Corporation,  Intel,  Intel  Inside,  the  Intel  Inside  logo,  Pentium  and  Celeron  are  registered  trademarks  and  SpeedStep  is  a  trademark  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries. 
)ft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation.  Other  company  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©2001  IBM  Corp.  All  rights  reserved. 
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The  #1 

Equity  Income  Fund 


T.  Rowe  Price  Equity  Income  Fund  (PRFDX) 
was  ranked  #1  out  of  20  equity  income 
funds  since  its  inception,  10/31/85,  through 
9/30/01  by  Lipper  Inc. 

The  fund  is  committed  to  rewarding 
investors  with  substantial  dividend  income 
and  capital  growth — at  a  low  level  of  risk 
relative  to  other  stock  funds.  It  attempts  to 
cushion  against  the  impact  of  market  volatility 
by  investing  in  companies  that  offer  strong 
dividends  in  addition  to  capital  appreciation 
potential.  As  the  chart  shows,  the  fund  has 
outperformed  its  peer  funds  group  over  time. 


Of  course,  past  performance  cannot  guarantee 
future  results,  and  there  is  no  assurance  the 
fund  will  retain  its  #1  ranking.  When  assessing 
performance,  investors  should  consider  both 
short-  and  long-term  returns.  For  updated  per- 
formance information,  please  visit  our  Web 
site  or  contact  a  T.  Rowe  Price  representative. 
No  sales  charges. 


How  $10,000 
Invested  9/30/91 
Would  Have 
Grown  vs. 
Competitors 

■  Equity  Income  Fund 
Lippet  Equity  Income 


S35.612- 
S28.295~ 


To  learn  more,  request  a  fund  profile 
or  prospectus. 
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2.62%.  10.87%,  and  13.54%  are  the  fund's  average  annual  total  returns  for  the     5-,  and 

10-year  periods  ended  9/30/01,  respectively.  Average  annual  total  return  figures  include  changes  in 
principal  value,  reinvested  dividends,  and  capital  gain  distributions.  Investment  return  and  principal 
value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  (Source 
for  data:  Lipper  Inc.] 

Based  on  its  total  return,  Lipper  also  ranked  this  fund  #18  out  of  200,  #21  out  of  128,  and  #5  out  of 
44  equity  income  funds  fci  the  1-,  5-,  and  lO-year  periods  ended  9/30/01,  respectively. 
For  more  information  about  this  fund,  including  fees,  expenses,  and  risks,  read  the  fund  profile  or 
prospectus  carefully  before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  EIF061638 


Consider  loans 

Fort  Lauderdale  estate  lavsryer  Frank 
Adams  says  that  with  interest  rates  so  Ic 
now  is  a  fine  time  to  lend  family  men 
Family  loans  can  have  annoying  tax  coi 
plications,  but  not  if  you  charge  your  k: 
at  least  a  certain  interest  rate,  which  fli 
tuates  with  commercial  rates.  For  exai 
pie,  in  November,  you  only  had  to  chai 
your  kids  4. 1 3%  on  a  nine-year,  fixed-r; 
balloon  mortgage  with  annual  inten 
payments.  That's  lower  than  they  coi 
get  commercially,  and  there's  no  cre< 
check.  Make  sure  you  do  the  forn 
paperwork  on  the  mortgage.  Also,  sii 
gests  Adams,  for  family  harmony,  put 
your  will  that  the  loan  is  forgiven  at  yo 
death  and  counted  towards  that  chile 
inheritance. 

Remember  Section  529  plans 

If  you're  interested  in  paying  for  yo 
still-young  grandkids  to  go  to  colle^ 
these  state-sponsored  college  savin 
plans  present  a  great  opportunity.  You  c 
put  up  to  five  years  of  annual  gifts — tha 
I  $50,000  this  year — in  a  plan  at  once.  As 
2002,  earnings  of  a  529  aren't  federa 
taxed  when  withdrawn,  so  long  as  t 
cash  is  used  for  college  expenses. 

Leverage  your  gifts 

If  you  still  think  you'll  have  a  taxab 
estate,  include  in  your  gifts  assets  that  a 
likely  to  appreciate.  Also,  consider  usii 
techniques  such  as  family  limited  partnt 
ships  to  leverage  your  exclusion:  You  p 
assets  in  a  partnership  and  give  shares 
the  partnership,  which  are  supposed 
worth  less  than  the  underlying  assets. 

Think  about  capital  gains 

Beginning  this  year  folks  in  the  1 5%  t. 
bracket  who  sell  stock  they've  held  mo 
than  five  years  are  taxed  at  just  an  8 
capital  gains  rate.  Those  in  the  27%  ar 
higher  tax  brackets  still  pay  a  20%  gai: 
tax.  Here's  the  key:  When  you  give  stoc 
the  recipient  takes  on  both  your  cost  ba.' 
and  your  acquisition  date.  So  parents  ci 
give  highly  appreciated  stock  they've  he 
more  than  five  years  to  chOdren  14  yea 
and  above,  and  the  kids  can  sell  it  at  tl 
8%  rate.  (At  younger  ages,  the  kiddie  t; 
imposes  a  parent's  tax  rate  on  a  child 
unearned  income  above  $1,500.) 
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^fter  eight  heart  attacks  and  an  uncomfortable  departure  from 
Vanguard,  John  Bogle  has  a  new  role:  freelance  evangelist  for  frugality 
1  fund  investing.  He  picks  the  best  and  worst  mutual  funds  for  us. 


y  James  M.  Clash 

xept  for  his  two  birthday  celebrations 
ch  year,  John  C.  Bogle  is  one  frugal 
an.  The  founder  of  fund  giant  Van- 
lard  Group,  he  owns  a  modest  four- 
!droom  home  in  suburban  Philadel- 
lia,  12  miles  from  his  office.  He  drives 
)lvo  station  wagons,  replacing  them 
ily  when  they  get  to  be  eight  years  old. 
id  he  wears  a  $14  watch,  albeit  for  sen- 
nental  reasons. 

Bogle  last  celebrated  his  regular  birth- 
y  in  May,  when  he  turned  72.  He  cele- 
ated  his  heart's  31  st  birthday  in  Febru- 
y — in  1996,  after  eight  coronaries,  he 
ceived  a  26-year-old's  heart.  Barely  able 
climb  stairs  before,  he  now  can  jog. 

Although  he  stepped  down  from  the 
p  job  four  years  ago,  Bogle  keeps  enor- 
ously  busy.  He  now  spends  his  days 
mping  among  investing 
nels,  media  interviews  and 
her  public  forums  nation- 
ide,  where  he  evangelizes 
r  low-cost  investing.  With 
s  puckish  wit  and  number- 


Bogle  invented  index 
funds,  whicli  grew  out 
of  his  college  thesis. 
Vanguard,  the  fund 
company  he  founded, 
now  offers  30  of  them 


crunching  facility,  he  skewers  fund  man- 
agers who  rake  off  fat  fees  or  chase  fads 
like  Internet  stocks. 

The  inventor  of  index  funds  (growing 
out  of  his  1951  Princeton  senior  thesis), 
value  guru  Bogle  regales  his  listeners  with 
reams  of  stats  to  show  that  most  actively 
managed  funds  can't  beat  the  market.  In 
their  struggle  to  do  the  impossible,  actively 
managed  funds,  as  a  group,  dissipate  $100 
billion  a  year  of  investors'  money.  His 
much-copied  invention,  the  $67  billion 
Vanguard  Index  500  Fund,  is  one  of  the 
nation's  two  largest  mutual  funds. 

By  his  reckoning,  the  average  stock 
fund  now  charges  1 .6%  of  assets  per  year 
in  expenses  and  another  0.8%  in  trading 
fees  not  included  in  the  expense  ratio. 
Amortize  in  loads  and  other  costs,  he 
says,  and  the  average  fund  eats  away  3% 
in  total  expenses  annually. 
But  the  Vanguard  500  fund 
has  no  load  and  charges  only 
0.18%  in  expenses.  "Com- 
pound that  difference  for  40 
years,  and  you  lose  two- 


thirds  of  your  return  in  an  actively  man- 
aged fund,"  he  says.  "If  you're  com- 
pounding for  life  and  lose  even  one  per- 
centage point,  it's  a  disaster." 

As  you  might  guess.  Bogle  does  not 
own  individual  stocks.  All  of  his  holdings 
are  in  funds,  split  40%  to  equity,  60%  to 
fixed-income.  "I'm  not  going  to  change 
that  now,"  he  says.  "In  fact,  I've  never 
been  fiilly  invested  in  equities.  The  most 
I've  ever  had  there  was  75%.  When  you 
grow  up  the  way  I  did,  you  don't  take 
anything  for  granted." 

Bogle's  father,  a  junior  executive  at 
American  Can,  went  broke  during  the 
Depression.  Helped  by  scholarships  Bogle 
worked  his  way  through  Blair  Academy,  a 
prep  school,  and  Princeton.  He  did  such 
odd  jobs  as  waiting  tables  and  managing 
football  ticket  sales.  During  some  semes- 
ters his  jobs  consumed  35  hours  a  week. 

He  received  a  40%  grade  on  his  first 
algebra  test  but  then  got  up  to  speed  and 
aced  the  final — beginning  a  lifelong  love 
of  math  and  statistics  that  has  served  him 
well.  "I'm  not  a  briUiant  guy,"  he  says,  "IQ 
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of  maybe  130,  140."  He  carries  a  massive 
load  of  market  information  in  his  head 
and  can  spot  what's  crucial  in  a  river  of 
numbers. 

Upon  graduation  in  1951  he  joined 
Wellington  Management  and  rose  to 
chief  executive.  His  tight-fisted  ways  did 
not  sit  well  with  the  active  managers  at 
that  fund  house,  and  the  board  canned 
him  during  the  1 973-74  market  crash. 

Thus  was  born  Vanguard  Group, 


to  step  down  the  following  year  after  the 
board  voted  not  to  waive  its  mandatory 
retirement  age  of  70.  "I  was  astonished 
that  the  policy  would  apply  to  the 
founder,"  he  says. 

When  not  traveling.  Bogle  shows  up 
daily  at  Vanguard's  Valley  Forge,  Pa.  cam- 
pus, where  his  office  is  full  of  historical 
art  (such  as  Napoleon  at  Waterloo)  and 
awards  from  financial  institutions  (like 
the  AIMR  Award  for  creating  the  first 


The  Good  ...  and  the  Uglv 


Of  the  8,000-plus  mutual  funds  out  there,  these  are  John  Bogle's  picks  for  the  best— and  worst 
The  good  ones  have  low  expenses  and  tend  to  skew  toward  the  conservative  side  of  investing. 


T||D||1 

Maximum 

Annual 

5-year 

latest 

Assets 

sales 

expense 

Fund 

annualized 

12mos 

($mil) 

charge 

per  $100 

FOR  RICHER . . . 

American  Funds  Washington  Mutual-A 

11.6% 

-2.3% 

$45,139 

5.75% 

$0.65 

Dodge  &  Cox  Balanced 

12.5 

10.0 

4,998 

none 

0.53 

TIAA-CREF  Equity  index 

NA 

-25.2 

82 

none 

0.22 

TIAA-CREF  Tax-Exempt  Bond 

NA 

10.8 

69 

none 

0.30 

Vanguard  Tax-Managed  Balanced 

8.5 

-10.3 

386 

none 

0.20 

...  FOR  POORER 

AIM  Municipal  Bond-A 

5.0 

8.0 

352 

4.75 

0.84 

Liberty  Intermediate  Govt-A 

7.0 

14.0 

582 

4.75 

1.20 

Markman  Moderate  Allocation 

0.4 

-39.5 

47 

none 

0.95 

Merrill  Lynch  Focus  Twenty  B 

NA 

-81.9 

238 

4.00 

2.20 

Van  Wagoner  Emerging  Growth 

-5.9 

-81.4 

225 

none 

1.79 

unwind  his  100%  concentration  in  tei 
and  telecom  stocks  and  go  heavily  in 
index  funds.  The  guy  had  lost  82%  of  h 
portfolio.  "I  told  him,  'Just  because  you' 
been  wrong  so  far  doesn't  doom  you 
being  wrong  forever.'" 

Taking  advantage  of  that  advic 
minded  spirit,  we  asked  Bogle  to  choo 
the  five  best — and  five  worst — mutu 
funds  from  among  the  8,000-plus  o 
there.  Two  stipulations:  Not  all  could 
index  funds;  only  one  cou 
be  a  Vanguard  fund  fs 
table).  His  winners  ha- 
slender  expense  ratios  an 
except  for  one,  carry  i 
sales  loads.  The  sinnc 
charge  a  lot  more. 


'Through  Oct.  31.  NA:  Not  available.  Sources:  Morningstar;  Upper. 


which  got  off  to  a  slow  start  but  grew  as 
it  practiced  frugal  money  management, 
which  Bogle  had  espoused  even  in  his 
college  days.  In  1976  he  opened  the 
Index  500  fund.  Six  months  later  he  dis- 
banded Vanguard's  commission  sales 
force,  making  it  no-load.  Unlike  archri- 
val Fidelity  Investments,  Vanguard  does 
little  advertising,  has  no  retail  centers 
and  doesn't  market  a  crew  of  star  fund 
managers. 

Bogle  never  gave  up  on  his  beliefs, 
even  in  the  early  days,  when  index  fiands 
seemed  to  be  a  flop.  "I'm  a  demanding, 
contentious,  strong-minded,  willful  per- 
son," he  says. 

His  hard-driving  style  as  Vanguard's 
leader  didn't  help  his  heart.  Right  before 
the  1996  transplant,  Bogle's  health  forced 
him  to  relinquish  the  chief  executive  role 
to  his  self-effacing  protege  John  J.  Bren- 
nan.  He  gave  Brennan  the  chairmanship 
in  1997  but  stayed  on  as  a  director,  only 


index  fund).  He  is  treated  reverentially  by 
staffers  when  he  appears  in  the  company 
cafeteria.  The  highly  opinionated  Bogle 
tries  to  refrain  fi-om  second-guessing  suc- 
cessor Brennan,  but  occasionally  can't 
help  himself  He's  dead-set  against  Van- 
guard's plan  to  dabble  in  private  equity 
funds,  whose  huge,  return-eating  fees  he 
regards  as  anathema  (FORBES,  Apr.  17, 
2000).  "I  keep  wondering  where  the  cus- 
tomers' yachts  are,"  he  says. 

What  advice  is  Bogle  giving  investors 
now?  "If  you  bought  right,  sit  tight,"  he 
says,  adding  that  since  1872  the  stock 
market,  through  all  of  its  ups  and  downs, 
has  returned  an  annual  9%.  "Stay  the 
course.  If  you  try  to  time  the  market,  you 
have  to  be  right  twice.  It's  hard  enough  to 
be  right  once." 

He  has  one  amendment  to  this  dic- 
tum, though:  If  you  bought  vvrong,  fix  the 
problem  now.  During  a  recent  TV  appear- 
ance he  advised  a  young  call-in  viewer  to 


Bogle's  Favorite  Func 

•  Vanguard  Tax-Manag( 
Balanced  Fund.  "Perfect  f 
a  taxable  account,  this  fur 
is  split:  50%  intermedia 
municipal  bonds  and  50' 
equity,  with  a  bias  towar 
low-yielding  [tax-efficien 
stocks  tracking  the  Russt 
1000."  Since  that  large-ca 
index  is  down  this  year,  so 
the  fund.  "It  also  has  a  lo 
expense  ratio  of  0.2%.  I've  used  it  for  co 
lege  savings." 

•  Dodge  &  Cox  Balanced  Fund.  "Th 
one  is  for  a  tax-deferred  account,  since 
is  not  as  tax-efficient.  Being  a  balanct 
fund,  it  will  tend  to  underperform  in  u 
markets  but  outperform  in  down  one 
And  it's  been  run  for  a  long  time  by 
firm  with  character.  Character  is  impo 
tant.  The  equity  portion  is  conservati\ 
large-cap  value.  And  the  bonds  are  a  m; 
of  governments  and  corporates.  The  e> 
pense  ratio  of  0.53%  is  way  below  th 
average  for  balanced  funds." 

•  TIAA-CREF  Equity  Index  Fun: 
"Most  people  don't  realize  you  can  bu 
TIAA-CREF  funds  retail.  As  with  Dodt: 
&  Cox,  I  have  great  respect  for  the  mar 
agement  here.  This  fund  indexes  th 
Russell  3000,  so  you  get  the  whole  mai 
ket."  Thus,  like  the  index,  it's  down  fc 
the  year.  The  fund,  debuting  only  i 
2000,  should  see  its  already  low  expens 
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what's  the  sound  of  a  market  tiirning  around?  Janus  is  keeping  both  ears  open.  Searching  out  the  companies  that  can 
perform  today,  and  offer  the  best  promise  for  tomorrow.  Never  relying  on  numbers  alone,  but  tuning  in  to  the  whole  story 
about  the  companies  behind  the  stocks.  It's  the  same  approach  that  has  gotten  Janus  ahead- with  the  volume  turned  up. 


Introducing  Janus  Global  Value  Fund 


Janus  Global  Value  Fund  seeks  long-term  growth  of  capital  by  investing  in 
companies  of  any  size,  anywhere  in  the  world,  which  Janus  finds  reason  to  believe 
are  undervalued  relative  to  their  intrinsic  value.  Launch  date:  June  29. 2001. 
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ratio  drop  as  it  adds  assets. 

•  American  Funds  Washington  Mutual 
Investors  Fund.  "This  excellent  fund,  run 
by  the  Capital  Group,  takes  a  5.75%  sales 
charge,  so  don't  buy  it  unless  you're  going 
to  hold  for  10  to  15  years  to  amortize  the 
[load].  These  guys  are  security  analysts, 
not  new-era,  concept,  fad  or  momentum 
investors."  Bogle  is  especially  impressed 
by  its  low  expense  ratio,  given  that  it's  an 
actively  managed  fund.  Plus,  it  has  just 
55%  of  the  market's  volatility,  he  says. 

•  TIAA-CREF  Tax-Exempt  Bond  Fund. 
"This  one  is  new,  too,  but  will  do  a  good  job 


because  of  the  exceUent  management  com- 
pany. This  is  right  for  a  taxable  account,  fiall 
of  high-grade  municipal  bonds,  and  its  ex- 
pense ratio  is  right,  too.  Just  30  basis  points." 

Bogle's  Least  Favorite  Funds 

•  Markman  Moderate  Allocation  Fund. 
"This  is  a  fund  of  funds,  which  layers 
expenses  upon  expenses.  I  made  a  $25  bet 
with  Robert  Markman  when  this  came 
out  seven  years  ago  that  it  couldn't  beat 
the  index."  Bogle  is  winning.  Each  dollar 
in  that  fund  has  produced  a  return  of  13 
cents.  Bogle  says,  while  each  dollar  in  the 


Bogle's  take  on  the  expensive  Liberty 
Intermediate  Government  Fund  is  harsh: 
"Give  me  Liberty  and  give  me  death."  


Index  500  Fund  has  produced  $1. 
Bogle  labels  as  deceptively  benign 
fund's  expense  ratio  of  0.95%.  1 
doesn't  include  the  underlying  fur 
expenses,  which  kick  costs  up  to  2.7.' 
not  including  trading  costs.  "This  thin 
down  56%  from  the  market  high,  w! 
the  market  is  down  40%,  and  a  thirc 
Markman's  portfolio  is  in  bonds." 

•  Van  Wagoner  Emerging  Groy 
Fund.  "For  investors  who  think  they 
get  a  big  bounce-back,  don't  buy  t 
fund.  It  has  high  trading  costs  becaus< 
high  turnover  and  a  1.79%  expense  r? 
If  you  like  this  kind  of  merchandise,  I 
the  Nasdaq  QQQ  [an  exchange-trai 
fund  that  tracks  the  top  tech  names] 
you  get  the  full  return  if  the  tech  mar 
comes  back.  The  S&P  500  has  a  stand 
deviation  of  18%;  this  thing,  1 13%.' 

•  Merrill  Lynch  Focus  20  B  Fu 
"This  is  one  of  the  fad  of  concentra 
funds  that  came  out  at  the  peak  of 
market.  It's  off  83%  from  its  high.  It  t( 
in  $1.7  billion  from  unsuspecting  inv< 
ors  and  has  just  $236  million  left.  Perf 
mance  is  poor — nobody  would  disag 
with  that,  not  even  Merrill  Lynch." 

•  AIM  Municipal  Bond  Fund. 
rated  portfolio,  intermediate  term  of 
years.  Sounds  good."  But  then  comes 
overhead.  That  explains  the  lousy  perf 
mance:  Over  the  past  five  years  the  ft 
has  averaged  a  5%  annual  return,  in  ci 
trast  to  the  6.7%  of  the  Lehman  Broth 
intermediate  muni  bond  index.  From  i 
meager  performance  you  have  to  subti 
whatever  you  lost  to  the  sales  lo 
"Funds  like  this  are  not  bought.  The) 
sold,  and  by  brokers."  He  quotes  Upt 
Sinclair:  "'It's  difficult  to  get  someone 
understand  something  when  his  sal; 
depends  on  his  not  understanding  it." 

•  Liberty  Intermediate  Governm 
Fund.  "A  taxable  fund  with  flawless  ere 
quality — all  AAA  governments,  Treasu 
guaranteed.  But  that's  aU  that's  flawle; 
There's  the  load,  the  fat  expense  ratio ; 

the  lagging  of  the  compara 
Lehman  Brothers  index  o 
ten  years  (5.7%  versus  7.! 
annually).  "I  call  this  Libe 
fund,  'Give  me  Liberty 
give  me  death!'" 
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"WE  SOON  FOUND  THAT  SNOWBALLS 

DIPPED  IN  MAKER'S  MARK 
WERE  A  GREAT  CONCEPT. 
HOT  TOE  BOURBON  BALLS 

WERE  ^ORN!' 


J,N.,  Syracuse,  NY. 


hanksior  the  story,  J.N.'  If  anyone  else  out  there  has  a  Maker  s  story  they'd  like  to  share,  please  visit  www.makersmark.com. 
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By  Rob  Wherry 

Looking  for  stock  bargains  amid  the  col- 
lateral damage  of  Sept.  11?  How  about 
France's  Societe  Bic,  the  consumer  goods 
maker  that  sells  basic  lines.  On  a  typical 
summer  day,  sales  were  21  million  pens, 
4  million  lighters  and  9  million  shavers. 
But  by  late  October  the  stock  was  off  28% 
from  its  February  high.  Bic  shares  now 
trade  on  the  Paris  Bourse  at  a  six-year  low. 

Sounds  intriguing.  But  getting  the 
shares  may  prove  difficult  or — more  im- 
portant— expensive.  Bic  doesn't  offer 
American  Depositary  Receipts  (adRs),  a 
U.S. -traded  security  issued  by  foreign 
companies.  As  such,  it's  a  "naked"  stock.  A 
typical  U.S.  broker  won't  do  a  trade  under 
$25,000  on  an  overseas  exchange  or  will 
charge  you  around  3%  to  make  it. 

Unless  you're  really  sold  on  a  pick  like 
Bic,  the  better  way  to  invest  abroad  is  to 
look  among  the  more  than  2,000  ADRs 
quoted  in  U.S.  markets.  They  have  no  min- 
imum purchase,  and  often  come  with  a 
dividend  and  voting  rights.  You  can  re- 
search them  by  clicking  through  the  Web 
sites  of  J.P.  Morgan  Chase  and  Bank  of 
New  York,  two  of  the  biggest  ADR  deposi- 
tary banks. 

One  recent  prospect:  The  ADR  of 
Unilever,  the  Anglo-Dutch  food  and 
cleanser  concern,  was  up  27%  from  its 
March  low  to  $35  in  late  August;  since  then, 
it's  off  13%.  But  keep  in  mind  liquidity.  On 
average,  barely  150,000  Unilever  ADRs  are 
likely  to  trade  daily,  versus  14  million  tra- 
ditional shares  in  London.  Also  note  that 
many  ADRs  are  not  traded  on  the  NYSE  or 
Nasdaq  but  are  quoted  over-the-counter, 


so  it's  more  difficult  to  find  a 
price.  Also,  ADRs  that  trade 
over-the-counter  are  less  liquid 
because  of  their  lower  profile. 

For  many,  mutual  funds 
may  be  the  easiest  way  to  in- 
vest internationally.  You  can  let 
a  big  money  manager  like 
Tweedy,  Browne's  William 
Browne  do  your  shopping  in 
his  Global  Value  Fund.  He's 
buying  food  and  beverage 
stocks  like  the  Netherlands 
brewery  Royal  Grolsch. 

Diversification?  Some  be- 
lieve that  holding  U.S.  multi- 
nationals gives  decent  foreign 
exposure.  In  previous  rough 
patches  for  U.S.  equities,  going 
abroad  was  better.  In  the  lulls 
of  the  1980s,  lapan  took  off.  In 
the  early  1990s,  emerging  mar- 
kets. But  now,  says  Martha 
Pomerantz,  a  principal  at 
Minneapolis  investment  firm 
Lowry  Hill,  world  markets  are  more  in 
synch  with  America  than  they  used  to  be. 

Then  there's  currency  risk.  If  you  buy 
such  a  stock  or  fund  without  a  foreign  ex- 
change hedge,  you  are  selling  the  doUar  by 
buying  earnings  in  the  local  currency. 
When  you  cash  out,  you  are  buying  back 
the  dollar.  Pray  that  the  foreign  currency 
has  strengthened  against  the  dollar  in  the 
meantime.  This  year  the  opposite  has  hap- 
pened. Buying  the  equivalent  of  the  Mor- 
gan Stanley  European  index  would  have 
lost  you  19%  abroad,  23%  when  converted 


back  to  dollars.  In  Asia  the  overall  currei 
hit  has  been  a  bit  worse:  A  21%  k 
becomes  26%.  You  can  hedge  that  risk 
selling  the  foreign  currency  short  oi 
commodity  exchange.  But  these  futu 
contracts  are  tricky  to  manage  and  will  c 
you  commissions  and  bid/ask  spreads. 

There  are  two  other  ways  to  handle  I 
currency  risk.  One  is  to  buy  a  fund. 
Tweedy,  Browne  Global  Value,  that  hedj 
currency  risk.  The  other  approach  is 
relax.  Over  the  long  haul,  currency  fluci 
ations  have  a  knack  of  leveling  out. 


How  Many  Ways? 

You  can  invest  abroad  in  a  naked  stock,  an  ADR  or  a 
mutual  fund.  Which  one  will  be  the  best  for  you? 
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Do-ItS)urself 

Tixedlncome 


You  don't  have  to 
own  bonds  through 
a  fund.  You  can  bu^ 
direct— if  you  kno\A 
what  you're  doing. 


Daniel  Kruger 

For  a  clear  majority  of  investors  the  best 
,  „way  to  own  bonds  is  through  a  no-load 
fund.  Liquidity  is  high,  meaning  you  can 
cash  in  at  any  time  without  transaction 
costs.  You  don't  have  to  read  bond 
prospectuses  or  credit  rating  reports.  You 
don't  have  to  reinvest  the  semiannual 
coupons.  You  have  diversification. 

But  there  are  some  hardy  souls  who 


know  how  to  buy  direct  and  save.  They 
tend  to  buy  new  issues  and  hold  to  matu- 
rity, minimizing  transaction  costs.  They 
stick  to  high-grade  bonds  (aa  and  better), 
minimizing  default  risk.  They  diversify,  as- 
sembling a  portfolio  of  at  least  a  dozen  is- 
sues. And  they  thereby  spare  themselves 
the  annual  overhead  cost  (expense  ratio) 
of  a  fund,  which  is  0.2%  or  more. 


Treasury  bonds  and  notes  are  easy 
buy  and  very  liquid.  But  they  don't  p 
much — only  4.73%  for  a  ten-year  mat 
rity.  You  can  boost  that  yield  by  a  percei 
age  point  by  going  to  an  AA  corporate, 
possible,  put  these  in  a  tax-deferred  a 
count.  Treasurys  are  subject  to  federal  t. 
corporates,  to  both  federal  and  state  tax. 

Our  buying  tips: 


Watch  Those  Markups.  Don't  be  buffaloed.  Many  firms 
say  they  don't  charge  commissions  on  bonds.  That's  semantics. 
Built  into  your  price  is  a 
markup  of  0.25%  to 
3%  over  what  the  seller 
got  for  the  bond. 
Spreads  vary.  Shop 
around  if  you  are  buy- 
ing a  bond  in  the  secondary  market  (that  is,  not  from  the  issuer). 


Buy  New.  This  finesses  the  markup  prob- 
lem, to  a  degree.  If  you  buy  an  original  issue, 
you  pay  the  same  price  on  a  $25,000  order 
as  a  pension  plan  buying  $10  million  worth. 
There's  an  underwriting  margin  built  into 
the  price,  but  it's  the  same  for  all  investors. 


Place  Big  Orders,  if  you 

must  buy  secondhand  bonds, 
minimize  markups  by  getting 
blocks  of  $100,000,  recom- 
mends Michael  Schroeder, 
chief  investment  officer  at  Wasmer,  Schroeder  &  Co. 


Buy  Big  Issues.  The  Verizon  5.65%  issue  of 
201 1  has  $1  billion  outstanding.  It's  more  liquid 
than  the  Kansas  Cit)'  Power  &  Light  6.5%  of 
2011,  with  only  $150  million. 


Check  the  Net.  For  comparison  quotes  on  bonds  alrea^ 
outstanding,  use  the  Bond  Market  Association's  www.investi 
inbonds.com.  The  site  quotes  prices  of  corporate  bonds  trad 
in  the  institutional  market,  as  well  as  prices  for  munis  th 
traded  four  or  more  times  the  previous  day. 

If  you  have  an  account  with  a  brokerage  that  displays  its  boi 
inventory  on  the 
Web,  check  that. 
The  www.csfb- 
direct.com  site  is 
the  only  one  that 
says  in  plain  Eng- 
lish exactly  what 
the  markups  are  for  your  corporates.  Go  to  www.munidirect.coi 
run  by  two  former  Merrill  Lynch  brokers,  for  tax-exempt  price 

Get  the  Facts.  Most  corporates  can  be  called  in  early — at  tl 
issuer's  option.  That's  a  disadvan- 
tage to  you.  Look  at  the  yield  to 
worst  call;  that's  your  return  if  the 
issuer  calls  in  the  bond  at  the  most 
inopportune  moment  for  you.  Get 
the  option-adjusted  spread;  that 
quantifies  how  little  is  left  of  that 
apparent  yield  advantage  over  Trea- 
surys when  you  allow  for  the  uncertainty  of  calls.  It  your  bn 
ker  has  a  Bloomberg  terminal,  he  can  cough  up  these  yie 
numbers. 


•rllirop  Grumman  is  entering  all  kinds  of  new. 
•riU)r\.  \Vc'\e  assembled  fi\  e  unique  sec  tors  of 
enleci  indix  iduals  wilh  a  single  shared  v  ision, 
deliv  er  defense  leehnologies  lhal  pro\  ide 
englh  in  air  and  spare,  on  land,  and  now,  in. 


Uic  sea,  where  we're  helping  launch  the 
most  advanced  ships  even  In  cyberspace,  informa- 
lion  technologies  create  more  mobility,  agililx'  antf  : 
precision.  It's  the  v  ision  of  a  team  that  is  redefining  the 
halllefield.  ,-\round  the  world.  And  in  ever\  dimension.  ' 


uv.i.iorl).vri)|\s'rumni.in.inm 
W  ftonbmp  Grumman  Coipaialian 


IS/ORTHROP  GRUMMAN> 


Investment  Guide  Stocks  &  Bonds 


Bearish  Wall  Streeters  again  dominate 
our  annual  Love  Only  One  stock-picking 
contest.  2002  may  not  be  so  easy. 

By  Andrew  T.  Gillies  and  Megan  E.  Mulligan 


Our  year-end  Love  Only  One  contest  in- 
vites analysts  and  money  managers  to  stick 
their  necks  out  by  choosing  one  stock  to 
buy  or  to  sell  short.  Those  who  beat  the 
market  over  the  next  12  months  get  return 
invites. 

Our  12  bulls,  with  an  18%  average  de- 
cline, fared  somewhat  better  than  the  S&P 
500,  which  fell  20%  from  Nov.  13, 2000  to 
Nov.  1,  2001.  Not  much  to  write  home 
about.  But  it  was  a  great  year  to  finger  rot- 
ten stocks.  Our  five  bears'  picks  fell  an  av- 
erage 56%.  Four  bears  qualified  to  reenter, 
and  three  chose  to  do  so. 

ProFund  Advisors'  William  Seale  hit 
the  bull's-eye  by  selecting  Transmeta  as  a 
stinker.  In  the  past  year  the  stock  has  fallen 
95%.  He's  back  this  year  with  a  rap  on  Car- 
nival Corp.  Already,  one  big  cruise  line, 
American  Classic  Voyages,  has  declared 
bankruptcy.  Now  Carnival,  despite  being 
stronger  than  most  cruise  operators,  will 
suffer  as  the  heavy  burden  of  overhead  is 
spread  among  fewer  vacationers,  he  says. 
At  a  recent  $23  Carnival  is  trading  at  16 
times  estimated  2002  earnings  per  share 
and  is  eminently  shortable. 


Stephen  N.  Worthington  of 
Barbary  Coast  Capital  Manage- 
ment foresaw  trouble  with  the 
burn  rate  and  debt  load  at  wire- 
less service  provider  Metricom, 
trading  a  year  ago  at  $15.75.  Nice 
call.  In  July  2001  the  company 
filed  for  Chapter  1 1  protection. 

This  year  Worthington  sees 
trouble  brewing  on  the  balance 
sheet  of  PacifiCare  Health  Sys- 
tems. He  cites  an  impending  writeoff  of 
the  HMO's  intangibles  (mostly  goodwill), 
now  42%  of  assets. 

Martin  Weiner  of  Comstock  Partners 
correctly  anticipated  that  a  sagging  mar- 
ket would  dent  enthusiasm  for  stock  trad- 
ing, as  he  picked  broker  Charles  Schwab, 
which  fell  57%.  For  2002,  Weiner  estimates 
a  20%  drop  in  capital  spending  for  the 
semiconductor  industry.  So  he  says  you 
should  short  Applied  Materials,  the  big 
supplier  of  chipmaking  equipment. 

Two  new  bears  sign  on  for  the  year 
ahead:  Timothy  Ghriskey  of  Ghriskey  Cap- 
ital Partners  and  Cengiz  Searfoss,  portfolio 
manager  at  West  Broadway  Partners. 


Ghriskey  sees  a  slide  in  Nestle,  as  investt 
lose  their  appetite  for  food  stocks  in  > 
eventual  market  rebound.  Searfoss  targe 
Eastman  Kodak  for  the  stiff  competitic 
it  confronts  in  a  low-margin  business. 

Now  for  the  bulls.  Jean-Marie  Eve 
lard,  manager  of  the  First  Eagle  SoGt 
Global  Fund,  gained  21%  with  timber  pr 
ducer  Rayonier.  For  next  year  EveiUard  si 
likes  timber,  as  well  as  real  estate  and  go 
stocks.  His  choice  for  our  contest  is  Sec 
rity  Capital,  a  holding  company  for  a  nui 
ber  of  real  estate  investment  trusts  and  pi 
vate  real  estate  entities. 

Morgan  Stanley  chief  investme 
strategist  Byron  Wien  rode  retailer  Tare 
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The  Long  and  Short  of  It  


Eight  newcomers,  plus  nine  reigning  winners  from  last  year's  contest,  enter  our  annual  Love  Only  One  scrum. 
Name/affiliation  Stock  Price  Buzz 


Richard  E.  Cripps/Legg  Mason 


Computer  Sciences  "     $33.94     higher  government  tech  spending 


Anna  Oopkin/T.  Rowe  Price 


Safeco 


31.28     new  management 


David  Etias/Elias  Asset  Mgmt 


J. P.  Morgan  Chase 


36.34     cheap  at  11  times  2002  estimated  EPS 


Kurt  Von  Emster/MPM  Capital 


Regeneron 


22.09     obesity  drug  in  phase-3  trials 


Jean-Marie  Eveillard/First  Eagle  SoGen  Funds 


Security  Capital 


18.67     market  shift  into  real  estate 


Grace  Keeney  Fey/Frontier  Capital  Mgmt 


General  Mills 


47.00     predictable  &  sustainable  profits 


Sandi  Gieason/Kayne  Anderson  Rudnick 


Syncor  International 


29.59     recession-proof  growth 


Subodh  Kumar/CIBC  World  Markets 


Intel 


25.94     new  products  &  aggressive  pricing 


Michael  J.  Mauboussin/Credit  Suisse  First  Boston 


Enron 


11.99     market  overreaction;  Dynergy  deal 


Wendy  Trevlsani/Thornburg  Investment  Mgmt 


E-Trade 


6.79     growing  bank  &  mortgage  business 


Byron  R.  Wien/Morgan  Stanley  Dean  Witter 


Oracle 


14.17     long-term  winner  in  tech 


Thyra  Zerhusen/ABN  AMRO  Funds 


Unisys 


9.35     services  account  for  70%  of  sales 


SHORT-SELLERS 


Timothy  Ghriskey/Ghriskey  Capital  Partners 


Nestle  S.A. 


53.02     P/E  well  above  9-year  average 


William  Seale/ProFund  Advisors 


Carnival 


22.65     decline  in  travel  &  high  overhead 


Cengiz  Searfoss/West  Broadway  Partners 


Eastman  Kodak 


26.80     heavy  debt  &  digital  competition 


Martin  Weiner/Comstock  Funds 


Applied  Materials 


36.99     reduced  spending  in  chip  industry 


Stephen  Worthington/Barbary  Coast  Capital  Mgmt        PacifiCare  Health  System  18.26     razor-thin  margins,  dying  business 


Prices  as  of  Nov.  I.  Sources:  Market  Guide  and  FT  Interactive  Data  via  FactSet  Research  Systems. 


Collectively,  our  bulls  barely  outperformed  the  market's  20%  decline  over  the  course 
of  the  contest.  The  bears  had  more  fun— on  average  their  picks  tumbled  56%.  ^ 

Name/affiliation 

Ticker 

Stock 

/u 

change^ 

Michelle  R.  Clayman/New  Amsterdam  Partners 

BBOX 

Black  Box 

-20% 

Richard  E.  Cripps/Legg  Mason 

T 

AT&T 

-5 

Gail  Dudack/independent  strategist 

CPHD 

Cepheid 

-25 

David  Elias/Elias  Asset  Mgmt 

HD 

Home  Depot 

3 

Jean-Marie  Eveillard/First  Eagle  SoGen  Funds 

RYN 

Rayonier 

21 

John  R.  Hickman/Juricka  &  Voyles 

DSWT 

Duraswitch 

-30 

Mark  C.  Jordan/AG  Edwards 

CDO 

Comdisco 

-96 

Grace  Keeney  Fey/Frontier  Capital  Mgmt 

TMO 

Thermo  Electron 

-18 

Ron  H.  Muhlenkamp/Muhlenkamp  Funds 

SFP 

Salton 

-51 

Byron  R.  Wien/Morgan  Stanley  Dean  Witter 

TGT 

Target 

23 

Martin  Whitman/Third  Avenue  Value  Funds 

AVX 

AVX 

-29 

Thyra  Zerhusen/ABN  AMRO  Funds 

APCC 

Amer  Power  Conv 

9 

SHORT-SELLERS 

Lou  A.  Cardinali/Fiero  Brothers 

KKD 

Krispy  Kreme 

57 

Mark  Coffelt/Flrst  Austin 

JNPR 

Juniper  Networks 

-87 

William  Seale/ProFund  Advisors 

TMTA 

Transmeta 

-95 

Martin  Weiner/Comstock  Funds 

SCH 

Charles  Schwab 

-57 

Stephen  Worthington/Barbary  Coast 

MCOM 

Metricom 

-99 

'From  Nov.  13.  2000  through  Nov.  1,  2001;  split-  and  spinoff-adjusted. 
Sources:  Market  Guide  and  FT  Interactive  Data  via  FactSet  Research  Systeins. 

to  a  23%  increase.  Now  he  likes  Oracle,  ar- 
guing that  it  will  outlast  its  competitors  and 
that  its  share  price  already  reflects  the  tech- 
nology spending  downturn. 

Thrya  Zerhusen,  manager  of  the  ABN 


AMRO/Talon  Mid  Cap  Fund,  beat  the  mar- 
ket last  year  with  a  9%  gain  on  American 
Power  Conversion,  the  manufacturer  of 
backup  power  supplies.  Now  she  opts  for 
Unisys  shares,  at  just  0.5  times  sales  and  9 


times  her  2002  earnings  estimate. 

Six  new  bulls  join  the  contest.  Suboc 
Kumar,  chief  investment  strategist  at  CIl 
World  Markets,  picks  Intel  on  the  theo 
that  chip  companies  lead  technology  r. 
lies.  Michael  Mauboussin,  chief  U.S.  i 
vestment  strategist  with  Credit  Suisse  Fii 
Boston,  goes  for  Enron,  suggesting  that  tl 
acquisition  by  Dynegy  will  take  place 
current  terms.  Enron  shares  are  trading 
a  19%  discount  to  their  Dynegy  value. 

Anna  Dopkin,  manager  of  the  T.  Rov 
Price  Financial  Services  Fund,  conside 
troubled  insurer  Safeco  a  promising  tur; 
around.  Wendy  Trevisani,  associate  por 
folio  manager  with  Thornburg  Investme 
Management,  says  E-Trade  will  succet 
with  its  diversification  from  pure  tradii 
into  banking  and  lending  products. 

Kurt  Von  Emster,  portfolio  manager 
MPM  BioEquities  Fund,  bets  on  Regenerc 
Pharmaceuticals:  "This  biotech  has  a  pn 
lific  pipeline,  a  hoard  of  cash  and  fantast 
science."  Sandi  Gleason,  a  portfolio  mai 
ager  with  Kayne  Anderson  Rudnick,  rc' 
ommends  Syncor  International  on  tl 
strong  projected  growth  of  its  radiopha 
maceuticals  business. 

To  track  current  quotes  on  these  stock 
go  to  www.forbes.com/love. 
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Investigate  before  you  donate 
to  a  charity.  Our  performance 
ratings  are  a  good  place  to  start. 


By  Tomas  Kellner  and  William  P.  Barrett 


Individuals  and  corporations,  feeling  a  lot  more  charitable  since 
Sept.  11,  will  give  awray  perhaps  $200  billion  this  year.  It's  all  the 
more  reason  to  watch  how  well  big  charities  are  run.  Our  an- 
nual survey  of  200  charities  gives  you  the  basic  data  on  financial 
performance.  The  50  largest  charities  (as  measured  by  private 
support)  are  on  page  181.  A  searchable  list  of  all  200,  including 
additional  information  such  as  Web  links  and  top  salaries,  is  on- 
line at  www.forbes.com/charities. 

Our  analysis  is  based  on  three  ratios.  For  each,  a  higher  num- 
ber indicates  your  dollar  is  being  better  used. 

Charitable  commitment.  This  shows  how  much  of  the 

money  a  nonprofit  spent  went  to  its  charitable  purpose,  as  op- 
posed to  management,  overhead  or  fundraising.  The  average  for 


Clarity 
Of  Vision 

If  you  like  your  charities  lean  and  inspir- 
ing, it's  hard  to  top  Surgical  Eye  Expedi- 
tions International.  As  its  acronym  sug- 
gests— SEE  International — the  Santa 
Barbara,  Calif,  nonprofit  arranges  for 
ophthalmologists  to  go  to  underdevel- 
oped countries  to  perform  eye  surgery.  In 
most  cases  the  simple  procedures  restore 
sight  to  long-blind  persons. 

The  650  eye  surgeons  in  the  pro- 
grarn,  who  in  the  most  recent  reporting 
year  performed  39,200  operations  in  37 
countries,  donate  their  time  and  even 
pay  their  own  travel  costs  (usually 


this  list  is  84%,  down  from  last  year's  85%. 
Fundraising  efficiency.  This  measures  how  much  of  tl 
money  raised  from  private  sources  was  left  after  fundraising  e 
penses.  This  year's  average  is  89%,  down  from  last  year's  90% 
Donor  dependency.  This  reveals  how  much  of  a  nonprofi 
surplus  came  from  private  support,  as  opposed  to,  say,  inves 
ment  gains  or  sale  of  goods.  A  100%  or  higher  ratio  means  tl 
nonprofit  was  totally  dependent  on  gifts  to  make  ends  meet; 
negative  number,  that  the  surplus  exceeded  contributions.  The  L 
average,  75%,  is  the  same  as  last  year. 

The  accompanying  stories  profile  charities  near  each  extrerr 
But  numerical  comparisons  are  just  a  starting  place.  Every  noi 
profit  has  a  different  aim,  and  numbers  don't  tell  the  entire  stor 


Using  foresight  to  run  a  lean  charity:  Harry  Brown  of  Surgical  Eye  Expeditions  International 
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Invest  with 
DISCIPLINE' 


IM,  successful  investing  isn't  measured  in  months.  We  tal<e  a  long-term  view  of  the 
lesses  and  markets  that  give  investors  the  most  promising  opportunities  for  performance. 
1  disciplined  approach  that  helps  people  reach  their  financial  goals.  To  learn  more  about 
entire  family  of  AIM  Funds,  talk  to  your  financial  advisor  today,  www.aimfunds.com 


FUNDS® 

The  idea  is  discipline.  The  purpose  is  performance.  The  name  is  AliVI. 

Member  of  the  $408  Billion  AMVESCAP  Group 

ue  to  recent  significant  market  volatility,  results  of  an  investment  made  today  may  differ  substantially  from  the  historical 
erformance.  Past  performance  cannot  guarantee  comparable  future  results.  CALL  YOUR  FINANCIAL  ADVISOR  for 
ore  information  about  the  funds  including  current  performance,  sales  charges,  expenses  and  prospectuses.  Please  read  the  prospec- 
ises  carefully  before  investing  or  sending  money.  Assets  under  management  as  of  6/30/01.  A  I  M  Distributors,  Inc.  2001 
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tax-deductible). 

Figuring  the  value  of  the  donated  ser- 
vices using  standard  Medicare  reimburse- 
ment rates,  SEE  International  raised  $59 
million.  Cash  contributions  were  only 
$1.6  million.  But  that,  plus  $120,000 
thrown  off  from  a  tiny,  $2  million  endow- 
ment, was  enough  to  buy  equipment  that 
can  be  left  behind  and  to  fund  the 
remarkably  tiny  paid  staff  of  a  dozen  peo- 
ple. Among  them:  Executive  Director 
Jorge  Rodriguez,  a  doctor  paid  only 
$147,308  a  year. 

As  a  result,  the  charitable  commit- 
ment, fundraising  efficiency  and  donor 
dependency  ratios  for  SEE  International 
are  99%  each.  This  means  almost  nothing 


Resting  on 
Its  Laurels 


Few  nonprofits  we  watch  have  such  a 
long,  illustrious  history  as  the  American 
Bible  Society,  whose  simple  goal  is  to 
spread  the  word  of  God.  Since  its  found- 
ing in  1816,  ABS  has  distributed  160  mil- 
lion complete  Bibles  worldwide  and 
another  6  billion  copies  of  Testaments 
and  smaller  Biblical  extracts.  Officers 
have  included  U.S.  presidents  and 
Supreme  Court  chief  justices,  plus  lumi- 
naries like  Francis  Scott  Key.  The  charity 
sits  on  a  sweet  $620  million  endowment. 

But,  too,  few  other  nonprofits  we 
track  fare  so  poorly  in  financial  economy. 
ABS's  fundraising  efficiency  is  71%,  the 
fifth  lowest  among  our  200  and  just  1% 
above  what  we  consider  acceptable. 
Charitable  commitment — the  fraction  of 
total  spending  that  goes  to  the  worthy 
purpose — is  73%,  which  ranks  in  our 
bottom  tenth.  The  New  York  City-based 
ABS  pales  even  against  similar  nonprofits, 
such  as  Wycliffe  Bible  Translators,  based 
in  Orlando.  Among  the  400  religious 
charities  it  tracks,  Ministrywatch.org 
gives  ABS  its  lowest  financial  ranking. 

One  reason  the  fundraising  costs  are 
so  high:  ABS  relies  on  expensive  direct- 
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is  lost  to  overhead,  fundraising  expense  or 
oversize  surpluses.  One  result  is  tremen- 
.  dous  leverage  for  cash  donors:  Every  $40 
restores  one  person's  sight. 

SEE  International  was  started  in  1974 
by  Santa  Barbara  ophthalmologist  Harry 
S.  Brown,  who  had  spent  time  overseas 
and,  as  he  puts  it,  "got  interested  in  med- 
icine from  a  humanitarian  perspective."  A 
huge  percentage  of  the  world's  blind — a 
population  now  estimated  at  40  million — 
is  that  way  due  solely  to  the  presence  of 
cataracts,  an  eye  disease  in  which  the  lens 
becomes  opaque.  Says  Brown,  "We  could 
ftx  that  with  safe,  predictable,  life-enhanc- 
ing eye  surgery."  Plus,  cataract  surgery 
doesn't  require  much  expensive  follow-up. 


As  an  eye  surgeon  himself.  Brown  ; 
realized  that  his  peers'  egos  and  affluc 
might  m.ake  them  willing  to  go  abroac 
mercy  missions — and  pay  the  costs  tht 
selves.  Thus,  SEE  International  evol 
into  what  in  some  respects  resembli 
fancy  travel  agency.  The  Santa  Barb 
staff  makes  all  arrangements  and  ham 
logistics,  relieving  the  volunteer  surgi 
of  nonmedical  responsibilities.  SEE  In 
national  networks  through  foreign  ch 
ters  of  service  clubs — Lions,  Kiwanis  ; 
the  like — to  get  help  on  the  ground  ; 
cut  costs. 

The  visiting  volunteer  eye  surgeo 
paired  with  a  local  eye  doctor  and  ol 
stays  in  his  or  her  house. 


Relying  on  an  aging  donor  base:  American  Bible  Society  headquarters  in  New  York. 


mail  campaigns  among  an  aging  donor 
base  that  yield  an  average  gift  of  just  $25. 
Charitable  commitment  is  low  even 
though  ABS  farms  out  its  printing,  a 
move  that  usually  increases  efficiencies. 

In  its  latest  reported  fiscal  year,  ended 
June  2000,  ABS  collected  $39  million  in 
private  cash  contributions  and  nothing 
from  governmental  sources.  It  netted 
another  $27  million  from  investments 
and  other  income  even  after  writing 
down  $65  million  in  unrealized  stock 
losses.  ABS  took  in  $12  million  from  sales, 
adding  $5  million  to  revenue  after  cost 
of  goods  sold.  Against  this  $71  million, 
ABS  spent  $80  million  on  its  mission,  plus 
another  $29  million  in  overhead. 


Result:  a  $39  million  loss,  all  com 
out  of  that  big  but,  this  year,  dwindl 
endowment.  ABS  has  a  very  high  doi 
dependency  ratio  of  199%,  meanin 
needed  those  gifts  for  operations. 

ABS  is  well  aware  of  the  proble 
"Our  efficiencies  are  not  what  tl 
should  be,"  acknowledges  Lilia 
Nealon,  ABS'  new  chief  financial  offu 
"We  hope  to  get  our  fundraising  ra 
up  to  80%  in  three  to  five  years."  C 
way  is  to  target  bigger  donors.  Neal 
was  speaking  for  ABS'  longtime  pre 
dent,  Eugene  B.  Habecker,  a  former  c 
lege  president  who  is  now  on  a  rout 
sabbatical  leave  (and  who  was  pai< 
not-low  $289,357). 
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/Vhaf  §  the  Charity  Doing  With  Your  Money? 


Total 

Private 

INDEXES  AND 

TRENDS 

revenues 

support 

charitable 

fundraising 

donor 

Iiarity/headquarters 

($mil) 

(Smil) 

commitment^ 

efficiency' 

dependency' 

Izheimer's  Disease  &  Related  Disorders  Assn/Chicago  IL 

$161 

$127 

76%  T 

80%  T 

93%  T 

merican  Cancer  Society/Atlanta  GA 

812 

746 

74 

A 

82 

A 

79 

▼ 

merican  Heart  Association/Dallas  TX 

473 

396 

73 

T 

78 

T 

94 

• 

merican  Lung  Association/New  York  NY 

168 

131 

80 

▼ 

83 

T 

89 

A 

merican  National  Red  Cross/Washington  DC 

2,515 

662 

90 

• 

84 

T 

91 

A 

meriCares  Foundation/New  Canaan  CT 

329 

326 

98 

• 

99 

• 

95 

A 

merica's  Second  Harvest/Chicago  IL 

422 

419 

99 

• 

99 

▼ 

99 

T  _ 

ig  Brothers  Big  Sisters  of  America/Philadelphia  PA 

183 

149 

79 

• 

91 

T 

91 

T 

oy  Scouts  of  America  National  Council/Irving  TX 

693 

278 

81 

▼ 

84 

▼ 

84 

A 

oys  &  Girls  Clubs  of  America/Atlanta  GA 

895 

425 

82 

T 

92 

T 

77 

▼ 

ampus  Crusade  for  Christ  International/Orlando  FL 

374 

326 

85 

• 

91 

• 

101 

A 

ARE  USA/Atlanta  GA 

443 

130 

91 

• 

87 

A 

100 

A 

atholic  Charities  USA/Alexandria  VA 

2,342 

414 

87 

▼ 

95 

A 

81 

T 

hildren's  Miracle  Network/Salt  Lake  City  UT 

221 

214 

91 

• 

97 

A 

100 

A 

hristian  Broadcasting  Network/Virginia  Beach  VA 

184 

184 

82 

A 

89 

A 

137 

A 

isabled  American  Veterans/Cold  Spring  KY 

158 

129 

69 

A 

76 

A 

71 

T 

aster  Seals/Chicago  IL 

543 

138 

83 

• 

71 

• 

70 

• 

eed  the  Children/Oklahoma  City  OK 

398 

396 

86 

T 

88 

T 

90 

▼ 

Dod  for  the  Poor/Deerfield  Beach  FL 

237 

187 

91 

A 

91 

A 

99 

T 

ifts  in  Kind  international/Alexandria  VA 

460 

457 

100 

• 

100 

• 

106 

A 

oodwill  Industries  International/Bethesda  MD 

1,861 

282 

87 

• 

97 

• 

74 

T 

abitat  for  Humanity  Intemational/Amerlcus  GA 

549 

371 

79 

T 

88 

T 

66 

▼ 

istitute  of  International  Education/New  York  NY 

151 

140 

96 

A 

100 

A 

89 

▼ 

ewish  Federation  of  Metropolitan  Chicago/Chicago  IL 

205 

135 

90 

A 

94 

A 

53 

T 

eukemia  &  Lymphoma  Society /White  Plains  NY 

134 

130 

76 

• 

84 

T 

94 

A 

utheran  Services  in  America/St.  Paul  MN 

6,924 

709 

90 

• 

98 

• 

41 

• 

larch  of  Dimes  Birth  Defects  Foundation/White  Plains  NY 

214 

199 

76 

A 

83 

A 

99 

A 

layo  Foundation/Rochester  MN 

3,808 

153 

91 

T 

94 

A 

102 

A 

lemorial  Sloan-Kettering  Cancer  Center/New  York  NY 

1,081 

127 

93 

T 

87 

T 

45 

A 

luscular  Dystrophy  Association/Tucson  AZ 

153 

138 

75 

T 

83 

T 

84 

T 

atl  Assn  for  the  Exch  of  Industrial  Resources/Galesburg  IL 

148 

136 

98 

T 

99 

T 

91 

T 

ational  Multiple  Sclerosis  Society/New  York  NY 

158 

145 

77 

A 

84 

A 

90 

T 

ature  Conservancy/Arlington  VA 

781 

446 

85 

T 

90 

• 

56 

▼ 

lanned  Parenthood  Federation  of  America/New  York  NY 

645 

207 

81 

T 

84 

A 

81 

U 

ubiic  Broadcasting  Service/Alexandria  VA 

486 

218 

96 

• 

100 

• 

110 

A 

alvation  Army/Arlington  VA 

1,803 

884 

83 

• 

90 

• 

136 

A 

hriners  Hospitals  for  Children/Tampa  FL 

167 

266 

92 

T 

94 

▼ 

209 

A 

mithsonian  Institution/Washington  DC 

540 

178 

81 

T 

93 

T 

-17 

T 

t.  Jude  Children's  Research  Hospital/Memphis  TN 

453 

260 

79 

A 

83 

• 

38 

▼ 

rinity  Broadcasting  Network/Santa  Ana  CA 

161 

127 

80 

A 

91 

A 

68 

• 

rust  for  Public  Land/San  Francisco  CA 

751 

736 

99 

A 

100 

A 

99 

A 

JA/Federation  of  New  York/New  York  NY 

187 

158 

75 

T 

82 

• 

86 

A 

nited  Jewish  Communities/New  York  NY 

367 

245 

97 

99 

105 

nited  Negro  College  Fund/Fairfax  VA 

155 

136 

81 

▼ 

91 

A 

61 

T 

nited  States  Fund  for  UNiCEF/New  York  NY 

176 

151 

84 

T 

88 

T 

90 

T 

VGBH  Educational  Foundation/Boston  MA 

181 

145 

84 

A 

91 

T 

111 

A 

l^orld  Vision/Federal  Way  WA 

469 

372 

83 

A 

86 

A 

99 

A 

MCA  of  the  USA  National  Council/Chicago  IL 

3,988 

812 

81 

• 

93 

A 

53 

A 

oung  Life/Colorado  Springs  CO 

157 

130 

79 

▼ 

91 

A 

76 

A 

WCA  of  the  USA/New  York  NY 

658 

162 

87 

• 

90 

• 

53 

• 

VERAGE  FOR  ALL  200  (includes  those  on  www.forbes.com/charities) 


84% 


89% 


75%  I 


II  figures  are  for  the  latest  available  fiscal  year.  Results  may  be  skewed  because  of  unconsolidated  data  of  national  and  affiliated  groups,  rounding  or  incomplete  information. 
;haritable  services  as  percent  of  total  expenses.  ^Percent  of  private  support  remaining  after  fundraising  expenses.  ^Percent  of  private  support  remaining  after  surplus. 
:  ratio  increase  from  previous  period;  t:  Ratio  decrease;  •:  no  change  or  no  comparable  data. 

ources:  IRS  Form  990,  annual  report  or  slatement  of  individual  charities;  www.guidestar.org:  www.ministrywatch.org:  Chronicle  of  Philanthropy. 
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Taxing  Choicer 


By  Janet  Novack 

With  a  simple  lifestyle,  low-six-figure 
income  and  no  kids  to  support,  Peter  and 
Kelly  von  York  can  sock  savings  away  for 
retirement.  This  year  the  Sonoma  Valley, 
Calif,  couple  made  the  maximum 
allowed  pretax  contribution  of  $10,500  to 
his  401  (k),  put  $4,000  into  his  and  her 
Roth  Individual  Retirement  Accounts 
and  still  had  $8,000  more  they  could  save. 

In  the  past,  Peter,  45,  also  made  after- 
tax contributions  to  his  401  (k) — mean- 
ing the  money  compounds  tax-deferred 
but  did  not  cut  Peter's  tax  bill  on  the  way 
in.  This  year,  however,  he's  saving  that 
$8,000  outside  his  retirement  plan  in  a 
Vanguard  index  fund.  That  way,  he  fig- 


401  (k)s,  IRAs,  Roths,  529s~so 
many  ways  to  defer  taxes.  Whic 
ones  have  the  best  payback? 


ures,  he'll  have  easier  access  to  the  funds 
in  an  emergency.  Another  subtle  point 
that  often  eludes  people  who  assume 
more  tax  deferral  is  always  better:  Any 
long-term  capital  gains  he  gets  fi^om  fund 
distributions  or  from  selling  fund  shares 
will  be  taxed  at  a  low  rate,  18%  or  20%.  If 
the  fund  were  tucked  into  a  401(k)  or  IRA, 
its  capital  gains  would  be  converted  into 
high-taxed  ordinary  income. 

Since  Kelly,  31,  doesn't  have  a  retire- 


ment plan  at  work,  she  could  have  op 
to  put  her  $2,000  into  a  deductible  1 
instead  of  the  Roth  version.  It  soui 
counterintuitive,  but  she  made  the  sm 
choice  to  forgo  the  tax  deduction.  (1 
Web  version  of  this  article  explains 
arithmetic;  go  to  www.forbes.com/taxt 
The  only  sad  part  of  this  tale  is  that 
Von  Yorks  are  spending  time  parsing 
rules  rather  than  bicycling  or  gardeni 
"The  rules  on  the  accounts  are  comj^ 


A  SampJing  of  Account? 


Under  the  $1.35  trillion  tax  cut  passed  this  year,  contribution  limits  for  many  tax-favored  accounts  will  rise  sharply,  and  taxpayers 
who  are  50  or  older  will  be  allowed  to  sock  away  extra  dollars.  But  folks  who  earn  too  much  still  aren't  eligible  for  some  accounts 


MAXIMUM  COMTRIBUTION 


Account 

2001 

2002 

over  50/under  50 

2006 

over  50/under  50 

COMMENTS 

Deductible  401  (k)  or  403(b) 

$10,500 

$12,000/ 
11,000 

$20,000/ 
15,000 

Not  all  employers  allow  maximum. 

Deductible  Keogh 

35.000 

40,000 

40,000^ 

For  the  self-employed— maximum 
20%  of  earnings  from  self  employment. 

Deductible  IRA 

2,000 

3,500/ 

5,000/ 

Families  earning  more  than  $63,000^ 

3,000 

4,000 

not  eligible  if  they  have  plans  at  work. 

Deductible  Spousal  IRA 

2,000 

3,500/ 

5,000/ 

For  nonworking  spouse.  Families 

3,000 

4,000 

above  $160,000  not  eligible. 

Roth  IRA^ 

2,000 

3,500/ 

5,000/ 

Withdrawals  tax-free  after  59V2. 

3,000 

4,000 

Families  above  $160,000  not  eligible. 

Nondeductible  IRA 

2,000 

3,500/ 

5,000/ 

For  those  ineligible  for  other  IRAs. 

3,000 

4,000 

Withdrawals  are  taxed. 

Coverdell  Education 

500 

2,000 

2,000 

Withdrawals  for  education  are  tax-free. 

Savings  Account^ 

per  child 

per  child 

per  child 

2001:  families  above  $160,000  not  eligibi 
2002:  families  above  $220,000  not  eligibi 

529  College  Savings  Plan^ 

250,000 

250,000 

250,000 

As  of  2002  withdrawals  for  college  are 

per  cliild 

per  child 

per  child 

tax-free.  Maximum  varies  by  plan,  most 
lower  than  $250,000. 

'Plus  inflation-indexed  increase.  ^Adjusted  to  $64,000  in  2002  and  $85,000  in  2006.  ^Contributions  are  not  federally  deductible  Sources:  Forbes:  CCH  Inc. 
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cated,  and  life  is  short,"  Peter  complains. 

American  families  face  a  confusing 
and  constantly  changing  smorgasbord  of 
savings  options.  Since  1981  Congress  has 
passed  18  laws  affecting  IRAs,  according  to 
a  count  for  FORBES  by  tax-information 
publisher  CCH.  There  are  now  six  types  of 
IRAs  (deductible,  nondeductible.  Roth, 
rollover,  Simple  and  SEP),  each  with  its 
own  rules,  to  say  nothing  of  401  (k)s, 
Keoghs  and  other  retirement  plans;  See- 


to  defer  enough  into  your  401  (k)s  or 
other  savings  plans  at  work  to  get  the  full 
employer  match.  The  most  common  set- 
up, according  to  a  Hewitt  Associates  sur- 
vey: The  company  matches  half  of  the 
first  6%  of  salary  you  save.  What  other 
investn^ent  gives  you  a  guaranteed  50% 
return  in  its  first  year? 

Stay  liquid 

In  1989,  38%  of  savers  told  the  Federal 


Since  1981  Congress  has  passed  18  laws 
affecting  Individual  Retirement  Accounts, 
jandthere  are  nowm  types  oiJBAs.  


tion  529  college  savings  plans;  and  the 
newly  renamed  Coverdell  Education  Sav- 
ings Accounts  (previously  Education 
IRAs).  For  sanity's  sake,  it's  tempting  to 
chuck  the  whole  lot. 

Yet  for  upper-income  families,  tax- 
favored  saving  is  too  crucial  to  ignore.  A 
study  published  by  the  National  Bureau 
of  Economic  Research  in  June  found  that 
a  two-income  couple  earning  $300,000 
could  reduce  their  lifetime  taxes  by  7% 
and  increase  their  lifetime  consumption 
by  4%  by  making  maximum  annual  pre- 
tax contributions  to  401  (k)s.  (The  study 
assumed  an  average  6%  real  annual 
return  on  savings.) 

With  the  increased  limits  for  pretax 
contributions  to  retirement  accounts  that 
were  part  of  this  year's  $1.35  trillion  tax 
cut  (see  table,  p.  182),  most  families  could 
end  up  stashing  all  their  savings  in  one  or 
another  special  account.  Some  increases 
will  be  even  more  dramatic  than  our  table 
shows.  For  example,  employee  401(k) 
pretax  contributions  will  in  many  cases 
no  longer  be  limited  to  a  percentage  of 
pay — 15%  of  pay  is  typical  now.  This 
change  should  be  of  particular  help  to 
lower-paid  workers  with  high-earning 
spouses. 

But  do  you  want  all  your  savings  in 
tax-deferred  accounts,  and  if  so,  which 
ones?  Here  are  some  pointers: 

Take  the  match 

In  most  cases  your  first  priority  should  be 


Reserve  that  their  prime  reason  for  saving 
was  liquidity;  only  20%  put  retirement 
first.  By  1998  those  numbers  had  almost 
reversed.  These  days  some  young  workers 
put  all  their  savings  in  their  40l(k)s  and 
borrow  from  these  accounts  if  they  need 
cash,  say  for  a  house  down  payment. 

That's  what  Edmund  Kok,  29,  did 
when  he  bought  a  house  in  central  New 
Jersey  last  April.  But  as  he  discovered 
when  he  was  laid  off  by  publisher  Ziff- 
Davis  in  September,  many  plans  require 
that  you  repay  the  loan  within  60  days 
of  leaving  your  job,  or  you're  consid- 
ered to  have  made  a  premature  with- 
drawal and  will  owe  taxes  and  a  10% 
penalty  at  a  point  when  you're  in  no 
shape  to  pay  them. 

This  isn't  just  an  issue  for  employees. 
Phoenix  CPA  Edward  Zollars  notes  small 
businessmen  love  the  idea  of  sheltering 
huge  sums  in  custom-designed  qualified 
retirement  plans — far  easier  under  the 
new  tax  law  (FORBES,  July  9) — and  then 
borrowing  the  money  back.  But,  Zollars 
warns,  loans  can  be  an  administrative 
quagmire,  and  a  misstep  could  disqualify 
your  plan  and  lead  to  a  tax  disaster. 

In  short,  don't  overdo  tax-deferred 
investing  if  that  leaves  you  short  of  readily 
accessible  savings. 

Wax  Roth 

If  you're  eligible  to  open  a  Roth  IRA  (as 
the  table  shows,  people  who  earn  too 
much  aren't)  it  should  be  near  the  top  of 


your  list  of  savings  options,  follow] 
only  the  portion  of  401(k)  savings  eligi 
for  an  employer  match.  The  funds  y 
put  into  a  Roth  IRA  aren't  deductible,  I 
all  withdrawals  after  five  years  and  i 
59'/2  are  tax-free. 

True,  it's  hard  to  pass  up  a  current 
deduction.  But  a  Roth  IRA  makes  a  gr 
emergency  fund  (remember  liquidit 
says  Rockville  Centre,  N.Y.  CPA  Edw; 
Slott,  an  IRA  expert.  Ideally,  you  shoi 
keep  money  in  your  Roth  as !( 
as  you  can  and  even  pass  it  do 
to  your  kids.  But  in  a  crunch  v 
can  take  back  your  initial  coni 
butions  (not  the  earnings)  wi 

  out  penalty  at  any  time  for 

reason.  That  provision  is  co 
forting  and  might  well  convince  you 
stash  more  of  your  savings  in  tax-favoi 
retirement  accounts. 

Roth's  advantage  over  non-Rc 
alternatives  shrinks  or  disappears  if  y 
assume  that  your  tax  bracket  will  be  lo\ 
in  retirement  than  it  is  now,  says  Ji 
Dickson,  an  economist  at  the  VangUc 
Group.  But  that's  a  questionable  assun 
tion.  The  top-bracket  federal  tax  rate  1 
climbed  since  1988  and,  what  with  fis 
pressures  from  Medicare  and  the  milita 
it  may  be  higher  still  in  15  or  30  years. 

Save  for  college 

If  you  have  children  or  grandchildren 
educate  and  you're  unlikely  to  qualify 
financial  aid,  the  next  item  on  your  tc 
deferred  savings  list  would  be  a  colk 
fund.  You  can  save  via  a  Section  529  st. 
college  savings  plan  and/or  a  Coverd 
Education  Savings  Account.  Warnir 
These  savings  are  likely  to  cut  into  yc 
family's  eligibility  for  financial  aid. 

Section  529  plans,  which  are  spo 
sored  by  states  and  run  by  such  financ 
providers  as  Fidelity  and  TIAA-CREF,  wc 
like  giant  Roth  accounts;  contributio 
aren't  federally  tax  deductible,  but  all  t 
money,  including  earnings,  can  be  wif 
drawn  tax-free  (beginning  in  2002) 
used  for  college  or  graduate  school.  (I 
details,  go  to  wvm.savingforcoUege.con 
The  Coverdell  isn't  deductible,  either;  y 
can  put  in  only  $2,000  a  year  per  ch 
(that's  in  2002;  it's  $500  for  2001),  a 
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They  both  took  care  of 

Dusiness. 

Took  care  of  their 

families. 


So  why  will  one 

leave  his  family  with  every 

advantage 

9  ^ 


while  the  other  leaves 


everything  to  chance? 


The  difference  is  an  estate  plan  that  will  leave 
more  of  your  assets  where  you  want  them  to  go. 
Northwestern  Mutual  Financial  Representatives 
offer  expert  guidance  in  estate  planning,  as  well 
as  a  network  of  specialists  to  help  get  you  closer  to 
all  your  financial  goals. 


Northwestern  Mutual 

FINANCIAL  NETWORK™ 


Are  you  there  yet? 


2001  The  Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee,  Wl 


www.nmfn.corr' 
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there  are  income  limits  on  who  can  con- 
tribute. Still,  withdrawals  are  tax-free  if 
used  for  any  educational  expense,  includ- 
ing tutoring,  computer  purchases  or  pri- 
vate primary  or  high  school.  So  if  your 
child  or  grandchild  is  young,  it  may  be 
worth  funding  a  Coverdell  first,  if  you're 
eligible,  before  a  529. 


Harvest  losses 

Having  exhausted  other  forms  of  tax- 
<leferred  savings,  you  may  be  contem- 
plating aftertax  contributions  to  your 
401  (k)  or  to  a  nondeductible  IRA.  These 
feeble  savings  options  defer,  but  do  not 
exempt,- tax  on  investment  earnings,  and 
of  course  they  give  you  no  deduction  on 


the  way  in.  There  are  two  good  reasons 
avoid  them.  One  is  that  they  compile, 
your  tax  return  at  withdrawal  time.  1 
other  is  that  they  impede  other  tax-w 
investing  strategies,  such  as  harvest] 
losses  to  capture  $3,000  a  year  of  wri 
offs  against  your  salary.  On  the  lat 
point,  see  the  following  story. 


^ur  PortfolioVfersus  theIR 


William  Baldwin 

One  day  in  early  November  a  client  of 
TVenty-First  Securities  took  a  short  posi- 
tion in  high-coupon  Australian  govern- 
ment bonds  worth  $39  million  (face 
amount  in  Australian  dollars).  A  bearish 
bet  on  the  bond  market  down  under? 
Not  exactly.  It  just  happens  that  Aus- 
tralian government  bonds,  unlike  those 
in  the  U.S.,  are  traded  at  prices  that 
include  accrued  interest. 

The  next  day,  after  the  semiannual 
interest  coupon  was  paid,  the  bonds 
rather  predictably  ticked  down  in  price 
by  the  same  amount.  The  investor  imme- 
diately covered,  generating  a  short-term 
capital  gain  equal  to  $1  million  in  U.S. 
money.  Oh,  and  he  owed  a  $1  million 
payment  to  the  lender  of  the  bonds  to 
make  up  the  missing  interest  coupon. 

If  you  think  this  curious  trade  left 
Twenty-First's  client  back  where  he 
started,  you  do  not  have  the  cunning 
instincts  of  a  tax  accountant.  The  Aus- 
tralian maneuver  had  the  effect  of  con- 
verting a  mostly  useless  capital  loss  deduc- 
tion into  a  valuable  interest  deduction. 

How  so?  Let's  say  you  have  $  1  million 
of  taxable  income  from  interest  and  div- 
idends. And  let's  say  you  are  sitting  on  a 
$1  million  capital  loss- — maybe  you 
bought  Apple  Computer  at  the  high  and 
finally  sold  it.  You  can't  net  the  one 
against  the  other.  Capital  losses  can  be 
used  to  absorb  any  amount  of  capital 
gains,  but  can  be  deducted  against  only 
$3,000  a  year  of  ordinary  income.  The 
unused  portion — $997,000  in  this  case — 
can  be  carried  forward  for  use  in  2002 


It  ain't  so  that  Congress  has  closed  all  the 
tax  loopholes  for  investors.  The  cunning 
Robert  Gordon  has  found  some  doozies. 


Why  pay  any  more  taxes  than  you  have  to?  Gordon  gins  up  ways  to  outwit  the  revenuers. 
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f   ^  At  ViSTEON,  we're  TUNIN^^^^"^^ 

;  ^^^^  AUTOMOTIVE  TECHNOLOGY  TO  YOUR  CUSTOMERS. 


for  innovative  ways  to  stril<e  a  chord 
jr  customers?  Think  Visteon. 

technologies  give  drivers  a  variety 
to  personalize  their  vehicles,  while 
differentiate  your  brand.  And  we 
ip  with  systems  integration  expertise 
it  all  work  together  for  optimal 
ance.  For  example,  multi-zone 
control  lets  all  passengers  control 
rsonal  comfort,  from  a  single 


modular  system.  And,  Visteon  Fingerprint 
Recognition  represents  the  ultimate  in 
personalization  -  providing  fingerprint 
access  and  memory  to  automatically  adjust 
for  driver  or  passenger  preferences.  So  if 
you're  looking  for  innovative  ways  to  allow 
your  customers  to  personalize  their  vehicle, 
think  Visteon. 

Call  us,  or  visit  visteon.com  and  enter  the 
code  "perlOf"  in  the  VISTconnect  field  on 
our  home  page. 


Visteon  MACH" 
Digital  Signal 
Processing  allows 
each  audio  unit 
to  be  custom  programmed  -  during  vehicle 
assembly  -  for  maximum  performance. 


Visteon 


See  the  possibilities' 


www.visteon.com 


VISTconnect  code:  perlOf 


1.800.VISTEON 


NYSE:  VC 
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and  later  tax  years.  That's  a  smaii  conso- 
lation: Just  hang  in  there  for  334  years  and 
you'll  be  fine. 

Twenty- First's  customer  was  in  a  situ- 
ation like  this.  He  had  lots  of  ordinary 
income  from  his  portfolio  alongside  big 
trading  losses.  By  shorting  the  Aussie  bond 
he  manufactured  a  capita!  gain  that  will  be 
absorbed  by  $1  million  of  his  net  trading 
losses.  He  can  then  use  the  $1  million 
interest  deduction  against  up  to  $1  million 


treated  for  tax  purposes  like  debt. 

Here's  another  weapon  of  self-defense 
against  the  predacious  Internal  Revenue 
Service.  The  law  forbids  deductions  for 
capital  losses  in  a  wash  sale.  Say  you 
bought  1,000  Apple  shares  at  $50  each 
and  sell  them  at  $20,  only  to  buy  them 
back  immediately.  You  can't  deduct  the 
$30,000  loss  right  now.  Specifically,  the 
law  says  you  have  to  suspend  the  loss  on 
stock  you  sell  if  you  buy  the  same  stock 


You  can  use  options  to  cleverly  get  around 
the  wash  sale  rule.  Make  sure  the  whole 
hedge  takes  place  in  one  calendar  year. 


of  taxable  dividends  and  interest. 

Would  you  feel  pangs  of  guilt  engag- 
ing in  a  tortured  transaction  like  this? 
Don't,  says  Robert  N.  Gordon,  48,  presi- 
dent and  owner  of  Twenty-First.  Con- 
gress picked  this  fight.  It  arranged  the  tax 
code  so  that  if  you  make  $1  million  trad- 
ing in  2000,  and  lose  it  all  in  2001,  then 
you  don't  get  even  for  tax  purposes  until 
the  year  2335  (unless  you  have  gains  in 
the  meantime).  The  bond-shorting  trade 
just  evens  the  score. 

Gordon  keeps  the  28  employees  at  his 
midtown  Manhattan  firm  busy  concoct- 
ing bizarre,  usually  tax-motivated  trans- 
actions on  behalf  of  corporations  and 
wealthy  individuals.  Among  the  positions 
held  by  the  firm:  $5  billion  in  govern- 
ment bonds  bought  on  steep  margin  and 
hedges  on  $3  billion  worth  of  stock.  If 
you  have  a  $10  million  position  in 
Microsoft  that  keeps  you  awake  at  night 
but  that  tax  or  securities  laws  inhibit  you 
from  selling,  talk  to  these  guys. 

And  if  you  are  an  investor  of  more 
modest  means?  Check  out  Gordon's 
newly  published  Wall  Street  Secrets  for 
Tax-Efficient  Investing  (Bloomberg 
Press,  $30).  Some  of  his  favorite  tax 
dodges  are  very  accessible.  In  lieu  of 
Australian  bonds,  for  example,  you  can 
short  one  of  those  Monthly  Income  Pre- 
ferred Securities  issued  by  affiliates  of 
Edison  International  and  PSE&G,  among 
other  companies  (see  table).  These  odd- 
ball securities  are  traded  like  stock  but 


within  30  days  before  or  after  the  sale. 

If  you  want  the  tax  loss,  most  brokers 
will  tell  you,  you  have  to  take  a  risk.  You 
can  sell  and  stay  out  of  the  stock  for  3 1 
days,  praying  that  it  does  not  rebound  in 
that  time.  Or  else  you  double  up  with 
another  1,000  shares,  pray  that  Apple 
does  not  fall  further,  and  sell  the  first 
batch  after  3 1  days. 

Gordon  has  a  way  around  the  wash  sale 
rule.  Double  up,  he  says,  but  erase  the  risk 
in  the  second  purchase  with  option  trades. 

Here's  what  Twenty-First  did  in 
August  for  a  holder  of  41,000  underwater 
shares  in  Lehman  Brothers.  The  investor 
was  persuaded  to  pick  up  another  41,000 
shares  at  $68  each.  (Helpfiilly,  he  had  $2.8 
million  just  lying  around.)  Immediately, 
the  fellow  bought  a  custom  "flex"  option 
on  the  Chicago  Board  Options  Exchange. 

Th^  ShjQft  Version 


In  the  two-sided  option  the  investc 
bought  puts  exercisable  at  $68  and  sol 
calls  exercisable  at  $68.  The  optioi 
expired  in  33  days.  Whichever  way  th 
stock  moved,  it  was  inevitable  that  41,0C 
shares  would  be  taken  off  his  hands  at 
price  of  $68.  When  the  33  days  were  u| 
the  investor  delivered  his  old,  high-co 
shares  to  close  out  the  option  trade,  an 
got  his  $2.8  million  back. 

You  need  to  be  a  high  roller  to  gel 
flex  option  in  Chicago,  but  if  yq 
want  to  book  a  loss  on  your  1 ,0C 
shares  of  Apple  you  could  get  til 
same  effect  using  garden-variei 
puts  and  calls.  Make  sure  tb 

  whole  hedge  takes  place  in  or 

calendar  year. 
The  hazard  with  books  and  magazii 
articles  explaining  tax  loopholes  is  th 
these  publications  may  fall  into  the  han 
of  the  IRS,  which  will  ask  for  what  it  ca 
corrective  legislation.  And  yet  there  is 
limit  to  how  far  Congress  can  go  in  sol 
ing  the  tax  collector's  problems.  Some 
those  openings  for  tax-smart  investoi 
paradoxically,  were  created  as  legislate 
tried  to  goose  the  Treasury's  revenue 
( There's  a  nifty  trick  of  this  sort  involvii 
the  new  18%  tax  rate  for  gains  on  stoc 
held  for  five  years;  see  the  online  versic 
of  this  story  at  forbes.com/taxes.) 

About  the  loophole  closers  in  Was 
ington  Gordon  says,  a  little  smugly,  "Wh 
they  pull  on  one  end  of  the  shower  curta 
they  just  open  it  more  on  the  other  sidi 
Don't  feel  guilty  about  taking  advanta 
where  you  can.  It's  strictly  self-defense. 


Short  these  MIPS,  then  cover  after  their  quarterly  payment  when  the  price  drops. 
Your  capital  gain  from  the  short  trade  can  absorb  trading  losses;  the  "interest"  pay- 
ment you  make  to  the  stock  lender  is  a  writeoff  against  taxable  interest  or  dividends 

Issuer  (parent  company) 

Quarterly 
dividend 

Recent 
price 

Ticker 

Duquesne  Capital  (DQE) 

$0.52 

$25.12 

DQPRA 

JCP&L  Capital  (FirstEnergy  Corp) 

0.54 

25.22 

JYPPRZ 

MCN  Michigan  (MCN  Energy  Group) 

0.59 

25.30 

MCNPRT 

Mission  Capital  (Edison  IntI) 

0.62 

25.08 

MEPRA 

PECO  Energy  Capital  Trust  II  (PECO) 

0.50 

26.00 

PEPRX 

PSE&G  Capital  (PSE&G) 

0.50 

25.80 

PEGPRX 

Prices  as  of  Nov.  12.  Source:  FT  Interactive  Data  via  FactSet  Research  Systems. 
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Golde 


Having  called  the  top  of  the 
gold  market  22  years  ago, 
a  goldbug  thinks  he  has 
found  the  bottom. 


that  mining  companies,  which  routinely 
sell  unmined  metal  forward  at  fixed 
prices  to  protect  themselves  against  fur- 
ther price  drops,  have  recently  pulled 
back  from  placing  these  hedges,  a  move 


By  Bernard  Condon 

In  1977  James  Sinclair  boldly  predicted 
that  gold  would  rise  from  $150  per  troy 
ounce  to  $900. 

Gold  never  reached  that  mark,  but  it 
came  close  on  Jan.  21, 
1980,  peaking  at  $887.50. 
The  next  day,  says  Sin- 
clair, he  unloaded  his 
entire  gold  position,  per- 
sonally netting  $15  mil- 
lion. Pointing  to  the  Fed- 
eral Reserve's  efforts  to 
fight  inflation,  Sinclair 
then  predicted  at  an 
annual  gold  conference 
that  the  metal  would  lan- 
guish for  the  next  15 
years.  Which  it  did.  On 
Friday,  Jan.  20,  1995,  it 
closed  at  $383.85. 

So  this  is  a  guy  to 
listen  to.  He's  bullish 
again.  Why?  Because  he 
believes,  despite  the 
whiff  of  deflation  in  the 
October  producer  price 
index,  that  the  country  is 
headed  for  mild  infla- 
tion. He  thinks  the  dol- 
lar is  due  for  a  fall.  He 
also  is  moved  by  the  fact   Midas  touch:  James  Sinclair  says  his  new  bet  on  gold  is  the  biggest  of  his  life. 


that  should  prompt  gold  prices  to  ris«| 
When  and  if  they  do,  Sinclair  expects 
massive  squeeze  on  gold  speculators  whl 
have  $36  billion  in  short  positions.  Sinl 
clair  figures  the  shorts  will  cover  theil 
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positions  soon  after  gold  hits  $305,  a 
move  that  could  force  the  price  to  $350 
and  maybe  as  high  as  $430. 

Persuaded?  You  could  go  to  the  New 
York  Mercantile  Exchange  to  buy  an 
option  to  purchase  100  ounces  of  gold  in 
six  months,  with  a  strike  price  set  at  a 
slight  premium  to  today's  price.  An 
option  exercisable  at  $300  would  cost  you 
$9  an  ounce.  If  gold  hits  $350  you  pocket 
$4,100  in  profits. 

Sinclair  is  not  just  buying  futures  and 


options.  Since  1996  he  has  invested  $11 
million  to  develop  2,154  square  miles  of 
barren  land  in  central  Tanzania  that  he's 
convinced  hold  vast  gold  deposits. 
Drilling  on  the  property  is  still  in  the 
early  stages,  but  Barrick  Gold  is  already 
pulling  metal  out  of  an  adjacent  site 
whose  proven  and  probable  reserves  have 
nearly  tripled  in  the  past  two  and  a  half 
years  to  10  million  ounces. 

It's  a  gamble  not  many  investors 
would  make,  but  then  Sinclair  has 
always  stood  apart  from  the  crowd.  On 
the  walls  of  his  office  hang  six  pho- 
tographs of  Shri  Sathya  Sai  Baba,  a  guru 
whom  Sinclair  visits  in  India  several 
times  a  year.  Sinclair's  love  of  carrot 
juice  recently  turned  into  a  50-pound- 
a-weck  habit  brought  to  a  halt  only 
when  his  doctor  grew  alarmed  at  the 
orange  tint  to  his  skin.  A  loner,  Sinclair 
paid  $3  million  in  1983  to  turn  a  19th- 
century  barn  into  a  reception  hall  for 
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his  house  but  has  held  only  three  parties 
there  since. 

After  his  1970s  career  as  a  goldbug, 
Sinclair  retreated  to  his  Connecticut 
estate,  where  he  played  with  his  heli- 
copters, show  ponies  and  collection  of 
Ferraris..  He  didn't  stay  idle  long.  He 
built  cable  systems  at  Cross  Country 
Cable,  a  company  he  started  with  two 
friends,  then  made  millions  selling  some 
of  them  to  John  Malone's  TCI. 

"Jimmy  is  different,"  says  his  onetime 


cable  partner  Vincent  Tese,  the  former 
New  York  banking  commissioner  and 
now  Bear  Stearns  director.  "But  in  the 
trading  business  people  don't  care  if 
you're  purple,  just  as  long  as  you're  mak- 
ing money." 

In  1989  Sinclair  got  back  into  metals 
after  buying  a  small  stake  in  a  Vancouver 
mining  company  called  Sutton  Re- 
sources. During  a  trip  to  Tanzania  for  the 
company  that  year  to  check  out  a  poten- 
tial nickel  site,  Sinclair  became  intrigued 
by  a  55-square-mile  patch  of  land  called 
Bulyanhulu.  It  was  studded  with  green- 
stones, volcanic  rocks  marked  by  long 
seams  that  are  often  rich  in  minerals. 
Some  greenstone  mines,  such  as  those  in 
Canada's  Kirkland  Lake  Camp,  have 
been  yielding  gold  for  a  century,  and  at  a 
relatively  low  cost  of  $200  per  ounce. 

"The  opportunit)'  stared  at  me  like  it 
did  with  cable  and  gold,"  he  says.  "The 
only  way  to  make  big  money  is  to  have  the 


courage  to  put  your  eggs  in  one  basket. 

Sinclair  helped  Sutton  buy  rights 
mine  Bulyanhulu,  then  lobbied  for  it 
do  the  same  in  adjacent  lands.  Sutti 
balked.  It  eventually  sold  Bulyanhulu 
Barrick,  and  Sinclair  decided  to 
it  alone. 

By  the  summer  of  1999  Sinclair  h 
invested  $4  million  in  the  lands  nc 
Bulyanhulu.  He  suddenly  faced  a  sickc 
ing  prospect.  Gold  had  just  hit  a  21  -ye 
low  of  $246.  Bears  were  predicting  $1 
soon,  a  price  that  could  wipe  out  prof 
from  even  the  most  efficient  of  Tanz 
nia's  mines. 

"I  felt  a  pit  in  my  stomach,  li^ 
hunger,"  Sinclair  recalls.  "When  1  was 
young  trader  I  used  to  think  I  was  invi 
cible.  Now  I  feel  the  risk." 

Simple  logic  mitigated  his  fears, 
costs  most  companies  $250  (includir 
back-office  support)  to  extract  an  oun 
of  gold.  With  gold  trading  below  cost, 
made  no  sense  for  mining  companies 
hedge  against  further  price  reduction 
Recognizing  that  such  hedges  meant  th 
a  major  force  pulling  gold  down  wou 
soon  disappear,  he  reasoned  that  the  bo 
tom  was  near. 

Over  the  next  nine  months  Sincla 
spent  $1.5  million  on  tests  measurir 
magnetic  pull  to  help  locate  seams  i 
his  greenstone.  Soon  after  the  tes 
ended,  in  February  2000,  news  brol- 
that  some  big  mining  companies  ha 
indeed  stopped  placing  new  hedge 
Sinclair  reached  into  his  pocket  for  !^ 
million  to  buy  more  mining  rights  i 
surrounding  lands.  Barrick  expec 
that  the  $199  an  ounce  it  is  paying  t 
mine  gold  at  Bulyanhulu  will  drop  t 
$130  over  the  next  three  years. 

Sinclair  hopes  to  sell  his  operation  t 
a  big  mining  company  soon.  To  do  the 
he'll  need  to  prove  his  gold  can  be  . 
richly  mined  as  it  is  in  Bulyanhuh 
And  tiien  pray  that  bullion  doesn't  plun* 
met  again. 

It's  worth  noting  that  Sinclair's  bull 
ishness  is  catching  on.  One  well-regarde 
bear,  Andrew  Smith  of  Mitsui  &  Co.,  sur 
prised  the  markets  in  September  b 
announcing  that  he  expects  the  metal  t' 
go  to  $340.  I 


Bullion  Blues  

it  would  be  hard  to  find  an  investment  worse  than  gold  over  the  past  two  decades. 
Those  who  fear  inflation  and  a  weaker  dollar  say  the  metal  will  soon  rise  again. 

$l,000/oz 
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Let's  face  it,  the  language  of  risk  management  has  changed, 
but  the  principles  that  make  it  effective  have  not:  Knowing  a  client's 
business.  Pinpointing  areas  for  improvement  together.  Setting  goals. 
Applying  innovative  thinking.  And  measuring  the  results.  Frankly, 
this  is  exactly  what  we  do  -  and  have  done  -  since  Liberty  was  founded 
in  1912.  Since  then,  we've  helped  thousands  of  clients  become  safer 
and  more  efficient.  Last  year  alone,  our  proactive  approach  saved 
them  $129  million  and  750,000  disability  days,  while  reducing  claims 
by  20%.  And  because  Liberty  is  consistently  rated  A+  (superior)  by  A.M. 
Best,  clients  know  we'll  always  be  there  for  them.  But  ultimately,  it's 
about  more  than  justprotectingyour business.  We  wantto  strengthen  it, 
no  matter  what  the  terminology. 


To  moke  your  business  safer  and  more  efficient,  visit  libertymutuoLcom/proof  or  coll  1.800.4LIBERTY. 
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By  Carrie  Coolidge 

You're  a  36-year-old  miile  and  need  $1  mil- 
lion in  insurance.  You  have  a  choice  of  pay- 
ing annual  premiums  of  $15,000  for  a 
whole  life  policy  or  $6,500  for  a  newer  vari- 
ant called  "secondary  guarantee."  Go 
cheap?  That  might  not  be  the  right  answer. 

At  such  guaranteed  cut-rate  premi- 
ums, the  allure  of  these  new  policies  is 
understandable.  Trouble  is,  the  policies 
are  only  as  good  as  the  company  backing 
them.  The  secondary  guarantee  policies, 
says  insurance  adviser  Peter  Katt  of  Mat- 
tawan,  Mich.,  are  one  reason  why  it's  a 
mistake  to  shop  based  on  who  offers  the 
lowest  guaranteed  premiums. 

Two  reasons  to  buy  life  insurance: 
to  protect  your  family  if  you  die 
young,  and  to  pay  estate  taxes  if 
you  die  old.  (Death  benefits 
are  tax  free  if  you  play  your 
cards  right.)  For  whole 
life  and  its  brethren, 
universal  and  variable 
life,  there's  a  third  rea- 
son: They  build  up  cash 
values  that  you  can 
spend  yourself  by  borrow- 
ing against,  or  cashing  in,  the 
policy.  On  the  other  hand,  if 
you  know  you  won't  be  need- 
ing the  cash  value  for  yourself,  term 
life,  providing  only  death  protection,  is 
the  way  to  go. 

Enter  secondary  guarantee  insur- 
ance, meant  to  provide  whole  life's  bene- 
fits and  some  of  term  life's  affordability. 
The  new  breed  has  gained  popularity 
since  its  mid-1990s  debut.  While  indus- 
trywide sales  figures  aren't  available,  the 
policies  are  hot  sellers  for  a  host  of  insur- 
ers, including  top-shelf  carriers  like 
Transamerica  and  Pacific  Life. 

Aside  from  charging  you  lower  rates 


Look  twice  at  policies  promising 
lower  guaranteed  premiums.  The\ 
may  not  be  as  good  as  they  seem. 


than  whole  life,  secondary  guarantee  also 
is  a  permanent  policy  that  works  for 
estate  planning.  You  can  lock  in  a  level 
rate  at  age  36;  no  one  will  ask  you  to  pay 
a  penny  more  at  70. 

How  do  they  keep  secondary  guaran- 
tee's premiums  so  low?  Here's  where  the 
problems  may  start.  The  cash  value  tends 
to  be  on  the  skimpy  side.  A  whole  life 
policy  sold  by  someone  like  North- 


western Mutual  can  build 
cash  value  within  a  year  after  you  buy  it. 
But  some  secondary  guarantee  policies 
are  unlikely  to  have  any  for  several  years. 
Secondary  guarantee's  defenders  say 
that's  fine — people  buy  the  policies  for 
the  death  benefit  anyway. 

This  leads  to  the  stability  question. 
Some  state  insurance  regulators  say  it's 
debatable  whether  these  policies  cost  so 


little  because  they're  not  adequat< 
reserved  for,  says  New  Mexico's  Michi 
C.  Batte.  If  the  reserves  used  to  pay  claii 
are  inadequate,  an  unprecedented  cal 
strophe  could  deplete  them.  The  risk 
remote  that  a  policy  written  by  a  maj 
insurer  won't  be  honored.  Some  smal 
fry,  however,  might  not  be  able  to  deliv 
What  do  the  pros  like  Katt  look  for 
determining  who  has  legitimately  beti 
pricing?  They  assess  investment  resul 
expenses  and  mortality  (that  is,  a  cor 
pany's  death-rate  projections).  K; 
fears  that  some  secondary  guarai 
tee  policies  aren't  applying  t 
same  factors  to  existing  polic 
holders  as  to  new  ones. 
Manhattan  insuran 
consultant  Glenn  Daily  ha 
theory  about  the  lowball  pr 
ing.  He  thinks  some  insure 
may  be  betting  that  a  lot 
unger  policyholders  will 
their  coverage  lapse,  so  th 
never  get  benefits. 

Secondary  guarant 
insurers  deny  they  a 
involved  in  any  su' 
nonsense.  William  H.  Tate,  a  Transameri 
senior  vice  president,  says  his  outfit  w 
stand  behind  its  policies. 

Conclusion:  If  you  want  to  buy  oi 
of  these  products,  make  sure  it's  from 
deep-pocketed  carrier  that  can  weath 
adversity.  Don't  buy  it  for  investme 
returns. 


This  story's  Web  version  has  links  to  Pet 

Katt's  and  Glenn  Daily's  useful  sites. 
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He  heard  the  axle  snap  and  the  tires  explode 
as  the  car  smashed  through  the  guardrail  and 
flew  off  the  cliff 

"I  wonder  what's  on  the  radio,"  he  thought. 
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Vhen  you've  got  Aquila  as  a  partner,  you  don't  sweat  the  big  stuff.  Our  customized  risk  management 
ools  help  you  steer  through  the  potential  hazards  your  business  must  face,  from  bandwidth 
ssues  to  ba,d  weather  to  treacherous  market  conditions.  So  you  always  stay  in  control. 


b  find  out  how  Aquila  can  make  seemingly  bad  news  sound  like  music  to 
our  ears,  give  us  a  call  at  1-800-891-3687  or  visit  us  at  www.aquila.comf 


Aquila 


A  UtiliCorp  United  Company 


Investment  Guide  Real  Estate 


A  promising 
portal:  Donna  and 
Gilbert  Johnson 
fell  for  a  Puerto 
Vallarta  villa. 


ACasapf 

Your  Own 


By  Kerry  A.  Dolan 

When    Ciilbert    Johnson  retired 
head  of  a  microwave  communicati( 
company  near  San  Francisco  four  yc 
ago,  he  and  his  wife,  Donna,  planned 
cruise  the  Panama  Canal  in  their  50-fi 
motorboat  and  sei 
in    Annapolis,  N 
They  motored 
Puerto  Vallarta, 
ico  to  wait  for  i 
weather  to  improve — and  ended  up  bi 
ing  a  house  there;  it's  the  town  where 
Taylor  and  Richard  Burton  hung  < 
while  Burton  worked  on  The  Night  of 
Iguana.  For  a  4,000-square-foot  Mcxii 
colonial  with  a  stunning  ocean  view  a 
plenty  of  outdoor  patio  space,  they  p. 
$600,000.  By  Silicon  Valley  standar 
even  in  early  1998,  it  was  a  steal. 

You  hear  the  story  again  and  again 
Mexico:  We  went  for  a  visit  and  ended 
buying.  The  Mexican  government  does 
track  the  number  of  U.S.  homeowni 
there,  but  combining  regional  estimat 
we  figure  there  are  at  least  100,000,  p 
haps  many  more.  "It's  an  enormous  m 
ket,  and  one  we're  definitely  pursuin 
says  John  McCarthy,  head  of  Fonat 
Mexico's  tourism  development  agen 
Many  Americans  are  lured  by  the  beau 
the  serenity  and,  not  least,  the  prices.  D 
tinations  include  the  perennially  sprii 
like  Lake  Chapala,  near  Guadalajara;  h 
toric,  cobblestoned  San  Migue 
Allende,  about  130  miles  north  of  Mexi 
City;  upscale  Puerto  Vallarta;  and  club 
Cabo  San  Lucas,  at  the  southern  tip  of  t 
Baja  California  peninsula. 

You  can  get  a  cut- 
rate  villa  in  Mexico. 
Just  be  sure  to  do 
your  homework  first 
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- BE  PREMRED^?! 
WHATEVER  THE  FORECASl 

Cold  is  the  solid  investment  alternative.  When  conventional 
assets  fluctuate,  even  a  modest  amount  of  gold  can  help 
stabilize  your  portfolio.  And  you  can  easily  buy  or  sell  gold 
bullion  coins  and  bars  almost  anywhere  in  the  world. 
So  buy  gold  and  gain  security.  .  ■^'.Ji-^'-T^-y^yX^-'Oy 


m  a  ke  a  n  i  r) y e  s t  m  e  p  t  in  gold 


For  the  latest  in  independent  research,  contact  the  World  Cold  Council, 
a  non-profit  organization  at  (877)  243-2001  www.gold.org 
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Real  Estate 


Most  of  the  time  there  are  no  prob- 
lems. But  late  last  year  some  400  Ameri- 
can families  were  evicted  from  homes  in 
the  state  of  Baja  Norte,  south  of  San 
Diego,  because  their  land  titles  were  in 
dispute.  Press  accounts  raised  questions 
about  just  how  safe  it  was  to  buy  land  in 
Mexico.  But  buyers  simply  need 
to  apply  the  same  due  diligence 
they  would  anywhere  else.  "A 
lot  of  Americans  come  down  to 
Mexico  and  check  their  brains 
at  the  border,"  says  Duane 
Christie,  an  owner  of  the  Cen- 
tury 21  master  franchise  in 
Mexico.  If  a  deal  sounds  too 
good  to  be  true,  it  probably  is. 
Dayne  Stiles  leased  a  3,200- 
square-foot  beachfront  lot  in 
Baja  Norte  for  30  years  for 
$85,000.  He  was  one  of  those 
forced  off  his  land. 

Perhaps  the  best  way  to  pro- 
tect yourself  is  to  get  title  insur- 
ance from  a  reputable  American 
company.  Most  Mexican  com- 
panies don't  sell  it,  but  Hous- 
ton-based Stewart  Title  Guar- 
anty and  Fidelity  National 
Financial  (parent  to  Chicago 
and  Fidelity  Title)  do.  The 
insurance  runs  about  $4  to  $7 
for  every  $1,000  of  property 
value,  versus  $3  to  $4  in  most  of 
the  U.S.  Jorge  Rodriguez,  who 
does  title  searches  for  Fidelity 
from  Cabo  San  Lucas,  says 
about  70%  of  properties  he 
investigates  have  some  degree  of  error, 
like  unpaid  taxes  or  an  easement  that  sur- 
prises the  buyer.  "Mosdy  the  problem  can 
be  solved  with  very  little  time  and 
money,"  he  says. 

It  also  helps  to  tlnd  a  reliable  real 
estate  agent  who  can  navigate  the  process. 
Get  a  recommendation  or  check  with  the 
nearby  chamber  of  commerce.  Mexico 
does  not  have  a  real  estate  licensing 
process  and  anyone  can  sell  real  estate.  In 
addition  to  numerous  homegrown  realty 
companies,  there  are  several  recognizable 
U.S.  names  in  the  business:  Century  21, 
Coldwell  Banker,  Realty  World  and 
Re/Max.  The  broker's  commission,  paid 


by  the  seller,  will  typically  be  from  5%  to 
7%  of  the  purchase  price. 

Foreigners  buying  in  an  area  not  near 
the  coast  or  the  border  can  own  property 
directly.  However,  if  the  property  is 
within  60  miles  of  the  border  or  30  miles 
of  the  coast,  non-Mexicans  are  required 


The  Johnsons  amid  3,000  square  feet  of  terrace  space  they  added. 

to  purchase  through  a  beneficial  trust, 
called  a  fideicomiso.  The  fideicomiso  is  set 
up  through  a  Mexican  bank  for  a  period 
of  up  to  50  years  and  can  be  renewed  for 
50  years.  To  acquire  the  land,  the  pur- 
chaser must  obtain  a  permit  from  the 
Ministry  of  Foreign  Affairs.  The  buyer 
can  lease,  sell  or  transfer  the  property  to 
another  family  member,  and  if  he  dies,  his 
property  can  be  passed  to  an  heir.  At  the 
end  of  the  100  years  the  property  can  be 
sold — unless,  of  course,  a  socialist  gov- 
ernment should  decide  it's  a  good  idea  to 
expropriate  foreigners'  propert)'. 

Watch  out  for  land  collectives  known 
as  ejidos.  "It's  the  same  as  buying  on  an 


Indian  reservation,"  says  Brock  Squ 
owner  of  Coldwell  Banker  La  Costi 
Puerto  Vallarta.  "There's  no  deed."  Th 
what  happened  to  the  Americans  in  £ 
Norte.  And  avoid  putting  money  i 
projects  that  aren't  yet  built.  Permits 
required  to  sell  subdivisions,  but  de 
opers  don't  always  get  them. 

The  buying  process  ha'- 
|uirks.  A  notario  publico  ol 
icts  as  the  holding  agent  for 
lunds.  The  notario  is  a  law 
Irom  the  community  who  ce 
fies  real  estate  transactions 
collects  taxes.  The  buyer  p 
the  real  estate  transfer  tax,  n 
mally  2%,  plus  closing  cc 
averaging  5%  to  7%. 

Financing  options  in  M 
ico  are  slim.  Some  U.S.  finan 
institutions,  such  as  Collate 
Mortgage  Ltd.  in  Birminghi 
Ala.,  offer  mortgages  to  Ami 
cans  buying  in  Mexico, 
charge  10%,  four  points  m 
than  you'd  pay  on  a  U.S.  mc 
gage.  Better  alternatives:  T; 
out  a  second  mortgage  on  y» 
U.S.  home  or  sell  it. 

The  cost  of  living  in  so 
remote  areas  like  Cabo 
Lucas,  where  almost  all  goc 
must  travel  a  long  way,  can 
just  as  high  as  in  the  U.S.  I 
quieter  and  less  flashy  places  1 
the  Lake  Chapala  area,  home 
maybe  10,000  American 
Canadian  retirees,  are  easier 
the  wallet.  Five  years  ago  James  Dieh 
retired  industrial  real  estate  salesnr 
from  Columbus,  Ohio,  spent  $25,000 
an  8,000-square-foot  lake-view  lot. 
four-bedroom  home  cost  $200,000' 
build.  Property  tax:  $350  a  year. 

How  about  the  return  on  your  inve 
ment?  The  Johnsons  in  Puerto  Valla 
spent  $400,000  giving  their  $600,C 
home  a  face-Hft  and  doubling  outdc 
patio  space.  They've  listed  it  at  $1.59  n 
lion.  While  they  wait  for  a  buyer,  it  re 
for  up  to  $1,300  a  night  when  they 
traveling  or  visiting  grandchildren, 
fell  in  love  with  this  place,"  says  Don. 
"But  we  bought  it  as  an  investment." 
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A  PERSPECTIVE  ON  GLOBAL  INVESTING 


ABOUT  HALF  THE  WORLD'S 
ASVBSTMENT  OPPORTUNlTf  cc 
ARE  OVERSEAS.  WE  KNOW 
HOW  TO  FIND  THEM. 


Most  of  the  world's  population 
resides  outside  the  United 
States.  So  it's  not  surprising  how 
many  investment  opportunities 
can  be  found  there,  as  well. 

Our  analysts  continually  search 
the  globe  to  uncover  stocks  that 
we  believe  are  priced  low  relative 
to  their  true  worth.  But  we  don't 


Bargains  are  borderless?  That's  why  we  circle 
the  globe  to  uncover  hidden  opportunities. 


by  swings  in  the  market,  they 
generally  have  performed 
extremely  well  over  the  long  term. 
For  example,  the  Templeton 
Growth  Fund  received  a  5-Star 
Overall  Morningstar  Rating  by 
Morningstar,  Inc.,  against  a  uni- 
verse of  1,309,  862  and  160 
international  equity  funds  for  the 


Templeton  Growth  Fund  |  Morningstar  Ratings"  10/31/01' 


OVERALL 

THREE  YEAR 

FIVE  YEAR 

TEN  YEAR 

***** 

**** 

**** 

***** 

stop  there.  Using  research  techniques  honed  over  50 
years,  we  isolate  the  bargains  from  the  merely  cheap 
stocks  to  help  achieve  maximum  value  for  our  share- 
holders. The  result:  Although  the  recent  performance 
of  some  Templeton  global  funds,  including  the 
Templeton  Growth  Fund,  has  been  adversely  affected 


3-,  5-  and  10-year  periods  respectively,  ended  10/31/01.^ 
Of  course,  past  performance  does  not  guarantee 
future  results. 

To  gain  further  perspective,  contact  your  investment 
representative,  call  1 -800-FRANKLIN  Ext.  T463  or 

visit  our  website  at  f  ranklintempleton.com. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  PERSPECTIVE  "> 


emnleton  DistribLitors,  Inc.,  One  Franklin  Par1<way,  San  Mateo,  CA  94403  Call  for  a  free  prospectus  containing  more  complete  fund  information,  including  sales  charges,  expenses 
1.  Please  read  it  carefully  before  you  invest  or  send  money.  Foreign  investing  involves  special  risks  including  currency  fluctuations  and  political  uncertainty. 

KmiNINBSI/m  Morningstar  proprietan/  ratings  reflect  historical  risk-adjusted  performance  as  of  1 0/31/01 .  The  ratings  are  subject  to  change  every  month.  Past  performance  does  not  guar- 
ure  results.  Momingstar  ratings  are  calculated  from  the  fund's  ttiree-,  five-  and  ten-year  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  with  appropriate  fee  adjustments  and 
or  that  reflects  fund  performance  below  90-day  T-bill  returns.  The  top  1 0%  of  the  funds  in  a  broad  asset  class  receive  5  stars,  the  next  22.5%  receive  4  stars,  me  next  35%  receive  3  stars, 
2.5%  receive  2  stars  and  the  bottom  1 0%  receive  1  star.  Momingstar  does  not  guarantee  the  accuracy  of  tbis  infonnation.  Ratings  are  for  Class  A  shares  only:  other  classes  may  vary,  mmaoi 
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For  down-to-earth  investors, 
farmland  can  yield  rewards. 


By  Ashlea  Ebeling 

After  20  years  as  a  private  banker  at  First 
Union,  Wesley  Brumback,  43,  became  a 
farmer.  He  made  the  move  last  year  after 
he  and  his  dad,  Charles  Brumback,  the  re- 
tired chief  executive  of  Tribune  Co.,  de- 
cided to  diversify  the  family  portfolio,  then 
mostly  stocks  and  bonds.  They  spent  $9 
million  on  a  1,475-acre  citrus  grove  in 
southwest  Florida  and  named  it  TRB 
Groves,  after  the  Tribune  ticker. 

Owning  a  piece  of  the  homeland 
makes  sense  if  you're  investing  for  the  long 
term,  looking  for  an  inflation  hedge  or  bet- 
ting that  world  demand  for  food  won't 
subside,  says  NeU  Harl,  an  Iowa  State  agri- 
culture economist.  And  there's  a  romance 
to  it.  Wesley  Brumback  rhapsodizes  about 
planting  350  bare-root  orange  trees  in  two 
days,  seeing  bald  eagles  dive  for  fish  in  the 
grove's  reservoirs  and  watching  trailers  roll 
out  with  his  fruit.  "It's  a  lot  of  fun  when 
the  day  is  done,"  he  gushes. 

There  aren't  real  estate  investment  trusts 
or  mutual  funds  for  farmland;  you  have  to 
buy  land  direcdy  (typically  with  35%  to 
50%  down).  But  that  doesn't  mean  you 
have  to  be  a  hands-on  farmer  like  Brum- 
back. You  can  also  reap  profits,  or  rents,  as 
well  as  tax  benefits,  as  a  passive,  absentee 


landowner  or  a  speculator. 

Don't  plan  on  getting  rich 
quick.  Average  farmland  values 
nationwide  have  risen  1.1%  a 
year  (above  inflation)  since  the 
Depression,  to  the  Dow's 
2.7%.  Values  rose  slowly  and 
steadily  through  the  early 
1970s,  then  took  off  with  the 
burst  of  grain  exports  to  the 
Soviet  Union.  After  peaking  in 
1981  they  dropped  35%  by 
1987  and  have  since  just  barely 
recovered,  in  nominal  terms. 
In  purchasing  power,  an  acre  is 
worth  two-thirds  of  what  it 
was  at  the  peak. 

The  recent  weakness  in  farmland 
prices,  especially  relative  to  stock  prices, 
should  make  value  players  all  the  more  in- 
terested in  farms  just  now.  Also  note  that 
the  cash  yield  on  a  farm  is  4%  to  8%  if  you 
buy  it  right,  considerably  above  the  yield 
on  stocks.  The  tendency  of  land  prices  to 
move  independently  of  stock  prices  makes 
land  a  good  diversification. 

Downside:  The  farm  bill  might  not  be- 
come law.  The  legislation  that  passed  the 
House  picks  the  pockets  of  city  dwellers 
($171  billion  over  ten  years)  to  assist  needy 


Wild  kingdom:  Wes 
Brumback  traded  a 
banking  job  for  life  as 
a  citrus-grove  farmer. 


millionaire  landowners.  If  t 
bill  fails,  land  prices  will  fall. 


The  Serious  Farmer 

If  you  get  dirt  under  your  fingernails,  y 
get  the  most  liberal  tax  treatment.  SomeQ 
who  "actively  participates"  in  farming 
that  means  running  the  farm  like  a  bu 
ness  and  working  on  it  (500  hours  a  ye 
under  one  of  seven  Internal  Revenue  S( 
vice  tests) — can  offset  losses  against  oti) 
income  and  claim  depreciation  deductia 
for  things  like  tractors  and  orange  trees. 

Brumback's  advice  to  would-be  farl 
ers:  "You'd  better  have  a  budget  to  coij 
unexpected  expenses."  Recent  bills:  $20,01 
to  repair  an  irrigation  pipe  and  $12,000  j 
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Ducks,  etc. 


bait.  And  he  says  be  prepared  for  the 
rst:  The  "canker"  disease  that  decimated 
ithern  groves  was  found  nearby. 

One  thing  that  sold  Brumback  on  the 
ve  was  that  it  came  with  a  long-term 
itract  to  seU  Tropicana  all  of  its  oranges, 
kept  on  a  local  farm  management  com- 
ly  to  do  the  books  and  bid  for  services 
ch  as  that  of  the  best  pesticide  applica- 
)  for  $5,000  a  month,  or  $41  an  acre  per 
r.  Management  fees  run  7%  to  10%  of 
enue  for  row  crops  or  $20  to  $120  per 
e  per  year  for  crops  like  limes  and  nuts. 

e  Absentee  Landowner 

n  Cendivre,  the  54-year-old  president 
he  Chicago  Farmers  association,  craves 


farmland.  "They  call  it  'farmer's  disease,' " 
she  says.  In  the  past  six  years  she's  bought 
four  farms  in  Iowa  and  has  her  eye  on  a 
fifth.  Tenant  farmers  tend  to  her  fields  of 
corn  and  soybeans;  she  collects  rent  checks. 
As  a  passive  investor  she  would  not  be  able 
to  take  net  farming  losses  against  income 
from  dividends  or  salary.  But  that's  not  a 
problem  for  her:  Her  farms  make  money. 

"My  401  (k)  is  my  land,"  Centlivre  says. 
Born  and  raised  on  a  160-acre  Indiana 
farm,  she  saw  how  the  farm  income  paid 
her  mom's  bills  when  she  was  widowed.  By 
1994,  with  the  suburbs  encroaching,  the 
family  sold  out  to  a  developer.  Centlivre 
reinvested  her  share  in  the  Iowa  farms,  540 
acres  in  all.  She  picked  grain  farms  because 


Here  are  ways  to  farm  fallow  land. 

•  Conservation  Reserve  Program:  Get 
from  $9  to  $246  an  acre  per  year  for 
up  to  15  years  from  the  USDA  to  stop 
farming  highly  erodible  land. 

•  Wetlands  Reserve  Program:  Get 
$782  an  acre  on  average  from  the 
USDA  for  granting  a  permanent  ease- 
ment to  halt  farming  on  wetlands. 

•  Hunting  Rights:  Get  $5,000  per 
duck  blind  a  year  in  Arkansas;  $100 
per  alligator  taken  in  Florida. 

•  Utility  Leases:  Lease  land  for  a  cell 
tower  or  windmill  turbines.  —A.E. 


that's  what  she  knew.  She  chose  land  with- 
out buildings  because  she  didn't  want  any 
to  maintain.  Her  tenants  pay  a  fixed  rent, 
rather  than  sharing  crop  proceeds.  "A  good 
tenant  is  key,"  she  says. 

She  paid  $1,500  an  acre  for  one  north- 
ern Iowa  farm  in  1994  and  $2,200  an  acre 
for  another  in  1999.  Both  farms  are  flat, 
black  land;  she  rents  them  for  $135  an  acre. 
She  bought  rolling  land  in  southern  Iowa  in 
1996  for  $750  an  acre,  and  gets  $80  an  acre 
in  rent.  Property  taxes  for  most  Iowa  farms 
fall  between  $6  and  $20  an  acre. 

The  Speculator 

David  Fallon,  a  distributor  of  construction 
supplies,  and  his  siblings  got  a  Wisconsin 
farm  as  a  gift  from  their  aunt  in  1996.  The 
181-acre  spread  on  the  Fox  River,  25  miles 
from  Milwaukee,  was  valued  at  $800,000, 
despite  being  mediocre  for  row  crops.  (Fal- 
lon gets  $95-an-acre  rent  for  the  85  arable 
acres.)  The  real  play  is  the  potential  for  de- 
velopment. He's  trying  to  get  the  property 
rezoned  for  apartment  buildings  and  just 
listed  it  for  sale  for  $1.7  million. 

The  Hobby  Farmer 

Worse  than  being  a  passive  investor,  in  IRS 
eyes,  is  to  be  a  hobby  farmer,  warns  tax 
lawyer  Marvin  Kirsner  with  Greenberg 
Traurig  in  Boca  Raton.  You  can  squiggle  out 
by  keeping  a  record  of  your  business  pro- 
jections and  efforts  to  meet  them.  Better 
still:  Finesse  the  issue  by  paying  all  cash  for 
productive  land  like  Centlivre's.  Then  you'll 
probably  mn  a  profit  and  pay  income  taxes, 
and  the  IRS  will  have  no  complaints.  F 
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Owning  a 
Thoroughbred 
(or  a  piece  of 
one)  will  fill  yc 
with  pride  but 
empty  your  bai 
account. 


By  Josephine  Lee 

The  sport  of  kings  has  crowned  many 
more  paupers  than  it  has  princes. 

But  to  appreciate  why  otherwise  nor- 
mal people  throw  good  money  after  iffy, 
spend  an  afternoon  with  Richard  Cristiano. 
It's  the  maiden  race  at  the  Belmont  Fall 
Meet  in  New  York.  Flying  Sharp,  a  2-year- 
old  Thoroughbred  in  which  he  has  a  5% 
stake,  is  trailing  the  pack.  His  jockey  pulls 
him  left,  then  right,  looking  for  an  opening. 
The  chestnut  colt  advances  fi^om  seventh 
to  sixth,  then  fifth  place.  Suddenly  the  horse 
in  front  veers  to  the  right,  crashing  into  Fly- 
ing Sharp.  Cristiano  lets  out  a  distressed 
yelp.  But  Flying  Sharp  recovers.  The  pack 
thunders  down  the  stretch  with  Flying 
Sharp  regaining  his  momentum.  When  the 
horses  cross  the  finish  line,  Cristiano  buries 
his  face  in  his  hands.  Flying  Sharp  places 
third.  Cristiano  pounds  his  fists  on  the  rail- 
ing in  disappointment.  The  $4,100  purse 
will  cover  a  month's  expenses. 

So  much  for  his  $4,800  investment  in 
this  animal.  A  sales  executive  at  a  clearing- 
house on  Wall  Street,  Cristiano  has  sunk 
more  than  $40,000  over  the  last  three  years 
in  shares,  ranging  from  2%  to  7.5%,  in  12 
horses  through  West  Point  Thoroughbreds, 
a  racing  partnership  in  Point  Laurel,  N.J. 
And  more  for  love  than  money:  Only  one 
of  four  horses  sold  has  turned  a  profit.  His 
other  equine  investments  haven't  won 
enough  to  cover  expenses.  But  they  have 
provided  some  nice  tax  writeoffs. 

Racing  partnerships  have  been  around 
since  the  late  1960s  and  typically  run  for 
three  years.  Reason:  Horses  start  racing  as 
2-year-olds  and  often  end  their  careers,  ex- 
hausted, at  age  5.  Partnerships  buy  them  as 
yearlings  and  2-year-oIds,  train  them,  race 
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em  and,  if  there's  still  life  in  them,  syn- 
cate  the  horses  for  breeding.  The  ante 
ns  from  $10,000  to  $50,000  for  a  10% 
;ce  of  a  quadruped. 

Structured  most  often  as  limited  lia- 
ity  partnerships  or  corporations,  these 
als  can  shield  investors  from  some  of  the 
iwnside — as  when  an  ornery  beast  kicks 
ur  in-law.  But  there's  no  hiding  from  the 
irmal,  and  substantial,  costs  of  care  and 
;ding,  some  $40,000  a  year.  That  doesn't 
ver  the  price  of  a  horse,  which  can  easily 
n  $150,000  and  up  with  a  top  pedigree 


and  "balanced  and  athletic  confirmation" 
— good  legs,  nicely  proportioned  from 
neck  to  shoulder  point  to  rear  end,  the  look 
of  a  champion — at  a  select  yearling  sale. 
The  general  manager  also  charges  a  pur- 
chasing-agent fee  of  5%,  and  some  mark 
up  the  price  of  the  horse  before  putting  it  in 
a  partnership.  Add  to  that  annual  manage- 
ment fees  of  $2,250  to  $150,000,  depending 
on  the  insured  value  of  the  horse  or  the 
cost  of  maintenance,  and  you're  talking  a 
hefty  pockeiful  of  change. 

Earnings  from  the  winner's  purse  are 
taxed  as  ordinary  in- 
come; proceeds  from 
the  sale  of  a  horse 
owned  two  or  more 
years  are  treated  as 
capital  gains.  Losses 
can  be  deducted  from 
your  income — if  you 
can  document  to  the 
satisfaction  of  the  In- 
ternal Revenue  Ser- 
vice that  you  have 
spent  500  hours  a 
year  managing  your 
investment.  What's 
legitimate  work? 
Showing  up  at  the 
racetrack  doesn't 
count,  but  time  spent 
on  the  phone  with 
trainers  and  vets,  at- 
tending seminars  and 
auctions  and  reading 
literature  does. 

And  speaking  of 
work,  before  you  sign 
on  to  a  partnership, 
be  prepared  for  a  lot 
of  due  diligence  on 
management,  as  well 
as  on  the  hired  help. 
Interview  other  in- 
vestors who've  dealt 
with  this  crew,  and 
meet  the  general 
manager.  Ask  to  see 
the  financial  records 
of  other  partnerships. 


For  love  more  than 
money:  Richard 
Cristiano  and 
Counting  Visions. 


Discuss  investment  goals.  Inquire  about 
management  fees — how  they're  assessed 
and  when  they're  collected.  Find  out  about 
other  costs,  too:  bloodstock  specialists,  vet- 
erinarians, brokers  and  other  horse  consul- 
tants can  run  $40,000  a  year.  (Miss  a  quar- 
terly maintenance  payment,  and  you  can 
lose  some  of  your  equity.)  Entry  fees  for  a 
"stakes  one"  race  like  the  Breeders  Cup  are 
2%  of  the  purse  total.  Air  transportation  is 
$2,500  and  up.  Mortality-insurance  premi- 
ums— nobody  underwrites  disability— typ- 
ically run  to  4.5%  of  the  horse's  value.  Make 
sure  all  these  expenses  are  clearly  itemized 
on  quaiterly  statements. 

Your  work  isn't  over  yet.  Check  on  the 
partnership's  trainer,  bloodstock  agents, 
pedigree  advisers,  breeders  and  vet  by  ask- 
ing around.  To  learn  some  of  the  right 
questions,  contact  the  Thoroughbred 
Owners  &  Breeders  Association,  of  Lex- 
ington, Ky.  The  group  organizes  seminars 
and  publishes  lots  of  helpful  literature. 

Nail  down  an  exit  strategy.  Start  by 
making  sure  the  partnership  has  a  clear  de- 
finition of  when  a  horse  is  considered 
"nonperforming" — that  is,  winning  next 
to  nothing  at  the  racetrack —  and  whether 
you  can  wriggle  out.  If  you  elect  to  exit  be- 
fore the  partaership  liquidates,  you'll  prob- 
ably have  to  offer  other  partners  right  of 
first  refrisal  of  your  share.  You  may  or  may 
not  be  able  to  shop  your  share  around  to 
outside  investors  to  get  a  better  price. 

There  is  life  after  partnerships.  Suc- 
cessful horses  are  usually  resyndicated  in 
a  breeding  partnership  at  the  end  of  their 
racing  careers,  and  these  can  be  quite  lu- 
crative. Stallions  tend  to  be  most  valuable 
because  they  can  service  100  mares  a  year. 
(The  most  preeminent  stallion  these  days 
is  Storm  Cat,  who  gets  $500,000  per  visit 
and  earns  more  than  $30  million  a  year.)  A 
good  mare  can  birth  only  up  to  1 5  foals  in 
her  life  span,  but  can  still  command  big 
bucks:  The  fourth  offspring  of  Dancing 
Mahmoud,  an  11 -year-old  mare,  sold  re- 
cently for  $1.7  million;  her  first  claimed 
just  $80,000  back  in  1996. 

Lots  of  numbers  to  keep  in  mind. 
Commit  just  these  to  memory:  While  two 
out  of  three  foals  bred  for  racing  make  it  to 
the  starting  gate,  only  one  of  two  will  ever 
win  a  race  of  any  kind.  Landing  another 
Seatde  Slew  is  a  l-in-300,000  long  shot.F 
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MONEY  A  INVESTMENTS 


Too  Rich  for  Comfort? 

Stocks  that  are  overpriced  relative  to  long-term  forecasts 
could  be  the  most  vulnerable  if  earnings  continue  to  slide. 


Normalized  earnings  are  calculated  using  five-year  moving  averages. 
0  Source:  The  Leuthold  Group. 
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BY  ANDREW  T.  GILLIES 

THE  S&P  500'S  10%  POST- ATTACK  RALLY 
has  cheered  investors.  But  what  if  this 
is  a  bear  trap?  A  sustained  rally  will 
require  a  rebound  in  profits,  and  that  may 
not  happen  until  2003.  Although  the  con- 
sensus forecast  from  Thomson  Finan- 
cial/lBES  calls  for  a  15%  rebound  in  S&P  500 
profits  in  2002,  Stuart  A.  Schweitzer,  global 
investment  strategist  at  JP  Morgan  Flem- 
ing Asset  Management,  predicts  profits  will 
be  flat  or  down  5%  next  year,  to  $42  per 
S&P  500  unit.  That's  before  writeoffs  (and 
accounting  changes),  which  total  $18  per 
share  for  the  12  months  ended  September. 

If  the  market  continues  its  decline. 
Chuck  D.  Zender,  who  comanages  $18  mil- 
lion in  the  all-short  Leuthold  Grizzly  Bear 
Fund,  will  be  prepared.  His  advice:  The  300 
largest  stocks  are  usually  good  candidates 


for  finding  overvalued  companies.  He  is 
particularly  suspicious  of  companies  trad- 
ing at  more  than  30  times  2002  estimates. 

Keeping  Zender's  approach  in  mind, 
we  screened  the  S&P  500  for  stocks  with  a 
market  capitalization  over  $8  billion  and 
next- 12-month  estimated  P/Es  of  29  or 
higher.  We  also  looked  for  stocks  with 
price-to-sales  ratios  greater  than  their  five- 
year  averages  and  a  P/E-to-expected-growth 
ratio,  or  PEG,  above  1 .0. 

Wal-Mart  is  up  27%  since  Sept.  11,  but 
now  trades  at  34  times  estimated  fijture-  12- 
month  profits.  The  median  consensus  is 
Wal-Mart  will  post  14%  annualized  profit 
growth  for  the  next  three  to  five  years.  This 
P/E  divided  by  the  expected  growth  rate  cre- 
ates a  PEG  of  2.4. 

For  a  bigger  list  of  these  stocks,  see 
forbes.com/overvalued.  F 


The  market  may  have  rallied  in  recent  weeks,  but  doubts  linger  about  earnings 
prospects  and  high  valuations  relative  to  historical  standards. 

ESTIMflTEB 


Company 

Recent 
price 

Change  from 
52-week 
high 

P/E 
(next  12 
months) 

EPS 

growth* 

PEG^ 

Bed  Bath  &  Beyond 

$31.58 

-7% 

41 

25% 

1.6 

Costco  Wholesale 

42.59 

-8 

29 

15 

1.9 

Kohl's 

67.20 

-7 

46 

24 

1.9 

Southwest  Airlines 

18.50 

-21 

40 

14 

2.9 

Wal-Mart  Stores 

56.00 

-5 

34 

14 

2.4 

Prices  as  of  Nov.  15.  'Annualized,  projected  over  next  three  to  five  years.  ^P/E-to-expected-growth  ratio. 
Sources:  FT  Interactive  Data  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 

Economy  watch 


According  to  Instinet  Research,  the  stock 
market  often  shares  in  the  holiday  spirit. 
In  nearly  three-quarters  of  the  years 
since  1928  the  S&P  500  was  up  during 
the  days  between  Thanksgiving  and 
New  Year's,  with  an  average  gain  of  1.7%. 
In  contrast,  during  the  six  weeks  prior  to 
the  start  of  the  holiday  shopping  season 
stock  prices  on  average  remained  flat. 


Hoiiaay  enecr  on  i>&.f  auu 

2'/« 

d 

1 
0 

-1 

Percent  change  six  weeks  prior  lo  Thanksgiving 

-2 

^1  Percent  change  between  Thanksgiving  and  New  Year's 

-3 

1928-47      1948-67      1968-87  1988-2000 

Dafa  as  of  Nov.  15.  Source:  Instinet  Research. 
www.lnstinetResearchWorks.com 


200i  Economic  estimates 


U.S.  Economy 


MEAN 

Housing  starts  (thousands)  1,585 


2-MOCH 
-1.6? 


Real  gross  domestic  product    0.8%  -37.2 


Despite  lower  interest  rates,  economists 
have  cut  their  forecasts  for  2001  housing 
starts  by  1.6%  over  the  last  two  months. 


Estimated  annual  change  in  housing  starts 


thousands  of  units 


1,610 
l,600i 
l,590i 
l,580i 


Sept  Oct 

Data  as  of  Nov.  14. 


Nov 


Forecasting  U.S.  markets 


EPS  CHANGE  EXPECTEDi 

ESTIMATED       VERSUS  YEAR-TO-YB! 

YEAR  P/E  3  MONTHS  AGO  EPSGROWT 
S&P  500 


2001 


25 


-6% 


-15% 


2002 


22 


-11 


15 


EPS  estimates:  ratio  of  increases/decreases 
2001  2002 


S&P  500 


0.69 


0.44 


Source:  Thomson  Financial/IBES. 


2-weel(  performance  as  of  11/16/01 
Forbes  40  Index  6.9% 


Forbes  bidex  of  the  Ecomimy 


0.2 


DPorbes 

i  See  www.forbes.com  for  quotes  on  over  9,000 
securities  and  stock  and  mutual  fund  reports. 
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IT'S  EASY  TO  RECOGNIZE  SOMEONE  WITH  GREAT  BENEFITS.  If  you  had  great 
benefits,  you'd  love  your  job,  too.  We  can  help.  The  Principal"  offers  growing  businesses 
real  flexibility  and  choice  in  group  benefits.  We  provide  health,  life,  disability,  dental  and 
vision  insurance,  as  well  as  PPO  networks.  So  we  can  provide  the  benefits  that  are  exactly 
right  for  you.  Maybe  that's  why  more  companies  choose  The  Principal  for  their  40 1 (k) 
plans.'''  In  fact,  benefits  from  us  are  kind  of  like  a  license  to  be  happy. 
Interested.^  Have  your  employer  call  us  at  1-800-986-3343  (ext.  80080). 

WE    UNDERSTAND    WHAT    YOU'RE    WORKING  EOR^" 

www.principal.  com 


Financial 
Group 


1  I'rmcip.il  i  ifc  Insur.inLC  ('tiiiipany,  Dts  Moincs,  lA  S()^'->2.  Iiisiir.un.i.-  protlucls  .uul  st-rvitt-s  ottircil  lhr(Mi^;ii  I'rint.ip,il  I  itt-  InsiiraiKi'  C'onip.un,  (  1  lie  PruKip.!!*),  its  Mihsidiarics  iiul 
tcs.  "  I  hc  I'rincipal""  is  n  registered  trademark  of  Principal  Lite  Insurance  Cjuiipany,  a  nicniher  of  the  I'rnKipal  l  inaiicial  (iroup'.  Mutual  tuiuis  distrihutetl  tlirough  Princor  Financial 
:cs  Corporation  (member  SIPC),  •O'O  Magazine,  April  2001,  based  upon  total  plans  served  m  2000  by  insurance  companies,  banks  and  investment  firms. 


JMUDM£^&  INVESTMENTS- 


Slreetwalkec  

Arabia-Free  Oil 

PRESIDENT  BUSH  RECENTLY  ORDERED  THE  TOPPING  OFF  OF  THE  FEDERAL  OIL 
Stockpile  as  a  first  defense  against  supply  disruptions.  The  best  way  for  investors  to 
play  America's  attempt  to  wean  itself  from  Arab  oil  is  to  stock  up  on  shares  of 
companies  that  have  most  of  their  oil  and  gas  reserves  in  stable  regions.  Here 
are  a  few  energy  stocks  selling  at  a  discount  to  their  asset  value: 
►  Phillips  Petroleum  has  the  bulk  of  its  reserves  in  North  America  and  Europe.  Gold- 
man Sachs  analyst  Arjun  N.  Murti  estimates  that  Phillips  (NYSE:  P),  at  $54  a  share, 
has  $67  of  value 


Four  on  the  Floor 


behind  it.  (To  get 
that  number  he 
discounted  as- 
sumed future  oil 
revenue  of  $18  a 
barrel  and  gas  rev- 
enue at  $3  per 
thousand  cubic 
feet.  Then  he 
added  other  assets 

and  subtracted  Ha-       sources:  Goldman  Sachs:  Credit  Suisse  First  Boston. 

bilities.)  Phillips  recendy  announced  a  proposed  merger  with  Conoco,  which  at  $26 
a  share  trades  at  a  20%  discount  to  Murti's  valuation  estimate. 

►  Unocal  (NYSE:  UCL)  has  34%  of  reserves  in  the  U.S.  and  49%  in  the  Far  East.  It 
trades  at  $32,  a  29%  discount  to  its  estimated  $45  a  share  in  net  asset  value,  accord- 
ing to  Murti. 

►  Burlington  Resources  is  the  third-largest  U.S.  natural  gas  producer  after  Exxon- 
Mobil and  BP.  At  $34  a  share,  Burlington  (NYSE:  BR)  is  priced  as  if  gas  in  the  ground 
were  worth  only  96  cents  per  mcf  (On  the  surface,  the  going  price  for  gas  is  $2.84.) 
Phillip  Pace,  Credit  Suisse  First  Boston  energy  analyst,  expects  Burlington  to  return 
to  a  price  equivalent  of  $1.30  per  mcf. 

►  EOG  Resources  (NYSE:  EOG)  owns  oil  and  gas  reserves  throughout  the  West,  in  the 
Gulf  of  Mexico  and  Canada.  A  quarter  of  its  reserves  are  in  Trinidad.  With  the 
shares  at  $33,  its  gas  reserves  are  going  for  $1.14  per  mcf  The  market  could  easOy 
reprice  them  as  high  as  $1.75,  says  Pace.  — Robert  Lenzner 


These  energy  stocks  are  gushing  value,  trading  at 
solid  discounts  to  their  oil  and  gas  in  the  ground. 

PRICE 

recent 

52-mek 
high 

P/E 

Estimated 
value/share 

Burlington  Resources 

$34 

$53.63 

8 

$50 

EOG  Resources 

33 

56.89 

7 

45 

Phillips  Petroleum 

54 

68.00 

7 

67 

Unocal 

32 

40.13 

10 

45 

Game  Over 


ELECTRONIC  ARTS  MAKES  VIDEOGAMES 
for  consoles  like  Sony's  PlayStation, 
Nintendo's  GameCube  and  the  new  Mi- 
crosoft Xbox.  These  makers  have  spent 
heavily  promoting  their  systems,  and  in- 
vestors have  bid  up  the  stocks  of  these 
game  writers.  Electronic  Arts  (Nasdaq: 
ERTS),  with  four  new  Harry  Potter 
games,  is  a  favorite,  up  59%  from  its  Jan- 
uary low.  At  $55,  it  goes  for  five  and  a 
half  times  revenues. 

Short  it,  says  hedge  fund  manager 
Billy  C.  Bowden  at  Dallas-based  Crown 


Capital  Partners.  EA  lost  $78  million  in 
the  first  half  of  this  year,  ft  will  get  mea- 
ger revenues  from  the  Microsoft  box, 
since  Microsoft,  unlike  Sony  and  Nin- 
tendo, aims  to  create  most  of  its  own 
games.  Cover  at  $40. 

— Christopher  Helman 


Toy  Story 


WHEN  BILL  GATES  UNVEILED  MICRO- 
soft's  Xbox,  the  must-have  videogame 
of  this  holiday  season,  he  chose  the  daz- 
zling new  Times  Square  outlet  of  Toys 
"R"  Us  for  the  event.  "This  is  the  loca- 
tion every  major  toy  company  will  want 


to  come  to  launch  their  new  produ 
says  William  Nygren,  manager  of 
Oakmark  Fund. 

The  Toys  "R"  Us  (NYSE:  TOY) 
John  Eyler,  formerly  of  FAO  Schwarz, 
formed  a  marketing  alliance  with 
Web's  best-known  retailer,  Amazon.cd 
and  is  two-thirds  done  with  his  remocj 
ing  of  the  chain's  700  domestic  stoij 
Nygren  predicts  annual  sales  growth! 
10%  over  the  next  five  years,  and  thii 
earnings  could  triple  as  the  company 
capes  unprofitable  Web  ventures  and  f 
ishes  remodeling.  That  should  slash 
stock's  trailing  P/E  of  30.  Nygren  recoi 
mends  buying  the  stock  now,  at  $23,  ( 
spite  the  dismal  results  that  retailers  rrj 
have  this  Christmas.      — Daniel  Kru 

Retirement  Stock 

OMNICARE  (REVENUES:  $2  BILLION)  I: 
fast-growing  wholesaler  of  pharmace 
ticals  and  keeper  of  records  for  8,500 
tirement  homes  across  the  country] 
also  operates  one  of  the  world's  larg 
clinical-research  laboratories,  helpi 
drug  companies  develop  and  test  dru 

The  profitability  of  institutional  phi 
macies  has  been  squeezed  in  recent  ye; 
by  reimbursement-rate  cutbacks  on  p: 
scriptions.  In  the  fallout  many  suppli 
like  American  Pharmaceutical  Servi< 
have  been  sold,  leaving  Omnicare  (Ni': 
OCR)  in  a  relatively  strong  position.  T 
government  is  now  easing  its  reimburi 
ment  stance,  and  Omnicare  is  taking  a 
vantage  in  a  time  when  both  nursin 
home  populations  and  drug  use  a| 
increasing. 

Ricky  C.  Sandler,  hedge-fund  ma 
ager  at  New  York-based  Eminence  Caj 
tal,  is  loading  up  on  Omnicare.  He  thini 
that  by  cutting  costs  and  consolidate 
weaker  competitors,  Omnicare  will  a 
pand  its  earnings  per  share  at  more  thj 
15%  a  year  through  2006.  At  $20  t 
stock  carries  a  price/earnings  ratio  of  3 
Compare  with  other  companies  in  r 
lated  industries  that  have  no  earnings 
all:  retailer  Rite  Aid;  nursing-home  o 
erator  Beverly  Enterprises;  and  clinia 
trials  operator  Quintiles.  — C. 
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Mail  safety:  What  every  concerned 
business  executive  should  know. 

Your  employees,  your  customers,  your  revenue  could  all  be  affected. 
What  can  you  do  to  lessen  the  impact? 


Only  a  few  short  weeks  ago,  opening  an  enve- 
lope was  as  natural  as  picking  up  the  phone. 

Today,  every  piece  of  mail  is  an  object  of 
suspicion.  A  reason  to  think  twice. 

For  American  business,  the  conse- 
quences could  prove  to  be  severe. 

Mail  is  the  circulatory  system  of  com- 
merce. When  it  slows,  commerce  suffers. 

Unopened  invoices  curtail  cash  flow. 
Hampered  mail  centers  reduce  efficiency.  Fear 
diminishes  the  effectiveness  of  direct  mail. 

These  are  just  a  few  of  the  concerns  on 
every  executive's  mind.  Perhaps  you're  won- 
dering where  to  turn  for  advice. 

At  Pitney  Bowes,  the  development  of 
secure  maihng  technologies  has  been  our  core 
competence  for  over  80  years.  We  invest  more 


in  its  research  and  development  than  any  other 
company  in  the  industry. 

Currently,  we're  working  with  the  U.S. 
government,  as  well  as  leading  an  industry 
task  force,  to  improve  the  security  of  our 
nation's  mail  system. 

As  a  company  and  as  citizens,  we  believe 
that  the  single  best  way  to  undermine  terror, 
and  those  who  perpetrate  it,  is  with  the  un- 
wavering resolve  to  conduct  business  as  usual. 

To  help  you  keep  your  employees  and 
customers  safe,  we've  published  Mail  and  Docu- 
ment Security:  A  Pitney  Bowes  Executive 
Advisor.  We  offer  it  to  you  free  of  charge. 

We're  also  available  to  answer  any  ques- 
tions you  may  have.  Call  us  at  1  800  672-6937 
and  mention  Program  No.  8845,  or  visit  us  at 
www.  secur  ity.pb .  com 


Portfolio  Strategy  By  Kenneth  L.  Fisher 


Bottoming  Out 


THE  YEAR-END  INVESTMENT  GUIDE  PRESENTS  A  GREAT 
time  to  assess  the  overall  market  and  where  we  are 
headed  next  year.  I've  been  fiilly  bearish  throughout 
2001,  starting  in  January.  The  spring  2001  rally  caused 
many  to  turn  bullish.  Not  me.  In  the  Sept.  17  issue 
(which  was  in  your  mailbox  two  weeks  before  the  issue  date)  I 
expressed  confusion  that  a  market  bottom  was  taking  longer  to 
arrive  than  I  first  envisioned.  I  then  said  the  bottom  might  not 
be  "until  the  end  of  the  year  or,  heaven  forbid,  until  early  next 
year."  i  reiterated  my  rule  about  avoiding  being  bearish  for 
longer  than  12  months.  Because  I  turned  bearish  at  the  outset  of 
2001,  that  year-end  deadline  is  approaching. 

So  start  buying  soon,  right?  Longtime  reader  Graham 
Munro  of  Toronto  e-mailed  asking  about  how  to  allocate  his  in- 
vestments now  that  it's  time  to  invest  again:  value  versus 
growth,  country  weights,  etc.  I  advised  Munro  to  slow  down.  It 
may  be  time  to  break  my  12-month  rule. 

Let  me  begin  by  quoting  from  my  Apr.  24,  1995  column: 
"Never  stay  bearish  longer  than  1 8  months;  1 2  months  in  any 
but  the  most  extreme  situations.  Bear  markets  last  about  a  year. 
If  you  are  bearish  and  prices  don't  fall  in  a  year,  you  are  obvi- 
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The  market  doesn't  like  to  be 
down  three  years  in  a  row.  That's 
why  there  should  be  a  turn- 
around by  June,  at  the  latest. 
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ously  seeing  ghosts.  If  you  do  hit  it  right,  and  prices  fall,  force 
yourself  back  in  after  a  year.  You  may  not  hit  the  bottom  but 
wOl  have  missed  plenty  of  the  drop  and  won't  miss  the  next  bull 
rise."  Well,  until  very  recendy,  I've  been  right. 

And  this  is  an  extreme  bear  market,  by  any  measure,  lasting, 
as  it  has,  21  months.  The  bull  market  ending  March  2000  was 
the  second  longest  of  the  20th  century,  exceeded  only  by  the 
1942-61  bull.  Thus  it  isn't  shocking  to  see  a  longer- than-average 
bear  market  following.  Among  the  other  weird  factors  present 
now  that  make  things  different:  a  President  not  elected  by  pop- 
ular vote,  the  catastrophic  terrorist  attacks,  the  disruptive  euro 
conversion  and  the  long  time  it  took  for  negative  sentiment  to 
spread  wide  among  investors. 

Despite  the  anomalies,  you  have  to  trust  that  historical 


patterns  will  prevail.  This  b< 
market  is  already  21  moni 
old.  Very  old.  Old  bear  mark 
burn  themselves  out.  Price  c 
clines  and  time  eat  away  pc 
tive  sentiment.  Only  when  p( 
tive  sentiment  is  gone  can  I 
market  reach  a  bottom. 

Western  markets  do  not  i 
to  be  down  three  years  in  a  rc 
And  after  huge  down  moves  i 
markets  reach  the  point  wh 
even  the  worst  pessimists  can't  justify  lower  prices.  As  a  rest 
next  year  will  most  likely  have  a  positive  return.  But  it  may  \^ 
have  a  few  negative  months  first.  That's  why  I'm  expecting  i 
bear  market  to  continue  for  a  while.  I  envision  this  bear  mar 
may  be  running  out  as  late  as  June.  Maybe  and  probably  soor 
Of  course,  you  can't  calibrate  the  bottom's  arrival  precisi 
I  don't  mind  some  risk  of  slightly  missing  the  bottom.  Mes 
while,  I'm  content  to  remain  bearish.  Too  many  investors  s 
remain  optimistic  for  me  to  expect  a  near-term  bottom. 

Nevertheless,  good  investors  must  always  ask  themseK 
What  if  I'm  wrong?  The  trick  is  to  avoid  being  stubborn.  Th 
are  three  signals  that  will  show  me  I'm  missing  the  market's 
covery.  Late  in  a  bear  market  is  one  juncture  where  I  evoke  tei 
nical  analysis,  albeit  in  a  very  limited  format. 

I've  got  a  phrase  describing  this  approach:  Three  strikes  a 
I'm  in.  If  the  S&P  500  climbs  past  three  barriers,  which  the  te< 
nical  analysts  call  resistance  levels,  then  it  isn't  just  a  sucke 
rally.  My  bearishness  would  then  be  wrong.  And  I'll  be  back 
The  S&P,  as  I  write,  has  been  struggling  to  rise  above  1  IOC 
which  has  been  acting  like  a  ceiling.  That  was  last  spring's  Ic 
before  the  sucker's  rally.  Getting  past  1 100  is  the  first  step. 

The  second?  Chart  the  fizzling  of  the  rally  in  May  throt 
the  market  low  point  after  it  reopened  in  September,  postatta 
It  feU  from  1320  to  944.  Recovering  half  that  drop  would  be  v 
odd  for  a  short-lived  rally  at  this  late  stage,  implying  a  new  b 
is  under  way.  So  if  the  market  rises  much  above  1 1 30,  that  \ 
be  the  second  strike.  This  needs  to  last  several  weeks. 

The  third?  Note  that  the  market  spent  vast  time  this  su 
mer  bouncing  around  1200.  Moving  above  1200  for  seve 
more  weeks  is  the  third  step.  If  I  get  back  in  before  the  mar 
tops  1200  I  won't  mind  missing  the  bottom  by  a  little. 

Right  now,  though,  it's  unclear  if  the  market  has 
strength  to  surpass  these  mileposts  soon.  I'll  publish  my  2( 
forecast  in  late  January.  Until  then  it's  best  to  remain  maxim; 
bearish  and  defensive. 


□Forbes  ? 
^^^M^H^MHCOtH    I  ri 


Kenneth  L.  Fisher  is  a  Woodside.Calif.-based  money  manager, 
ind  past  columns  at  www.forbes.com/fisher. 
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I  POINT 


Seeking  added  value  for  your 
Investment  portfolio? 

]all  in  the  experts  from  Commerzbank. 

approach,  our  portfolio  managers  have  the  capabiUties 
to  bring  assets  into  an  optimally  weighted  balance  of 
risk  and  opportunity.  Added  value  is  a  logical  conse- 
quence of  this  time-tested  approach. 

When  you  work  with  Commerzbank,  you  benefit 
from  a  full  range  of  asset  management  products  and 
services,  26  operations  in  13  countries,  and  a  team 
of  value-driven  specialists  dedicated  to  building 
rewarding  long-term  client  relationships.  This  solid 
combination  is  a  core  strength  of  the  Group. 


i/lore  than  ever  before,  effective  asset  manage- 
nent  depends  on  experienced  managers  with  the 
ikills  and  resources  to  build  portfolios  in  line 
vith  each  client's  specific  objectives. 

"hat  is  why  alert  institutional  investors  and  indi- 
dduals  with  sizable  portfolios  are  turning  more 
md  more  to  Commerabank,  one  of  Europe's  most 
)rominent  financial  groups.  By  combining  on-the- 
ipot  research  in  key  global  financial  centers  with 
L  multi-product,  multi-asset,  multi-investment 


EXCEILENCE  IN  RESEARCH 


An  integral  part  of  Commerzbank's  international  experience  built  up  over  130  years  is  the  excellence 
of  the  Group's  research.  Both  the  quality  and  scope  of  our  research  are  recognized  by  policy  makers,  the  business  and  financial  community 
and  the  press  around  the  world.  For  more  information  about  Commerzbank's  broad  research  capabilities,  just  contact  us  in  Frankfurt 
(volkswirtschaft@commerzbank.com),  London  (comsec@commerzbankib.com),  Prague  (research@ccme.cz).  New  York  (cbmailbox@cbkna.com), 
Singapore  (Fax  +65  225  39  43),  or  Tokyo  (cbkjapan@gol.com).  Or  visit  our  website:  www.commerzbank.com 


□mmerzbank  AG  is  regulated  by  SFA  for  the  conduct  of  investment  business  in  the  UK 
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Financial  Strategy  By  A.  Gary  Shilling 


The  Subdued  Decade 


THE  BEAR  MARKET  AND  THE  TERRORIST  ATTACKS  ARE 
separating  the  irrationally  exuberant  late  l-990s  from 
the  years  ahead  as  surely  as  the  Great  Crash  divided 
the  Roaring  Twenties  from  the  Depression.  Ahead  lies 
a  subdued  decade.  A  key  reason  is  that  the  U.S.  has 
been  disabused  of  its  overweening  confidence  in  technology. 

This  country  has  continually  excelled  at  inventing  and  dis- 
seminating tech,  from  electric  lights  to  semiconductors.  Our 
high  living  standard  depends  on  tech-driven  productivity.  But 
we  periodically  fall  prey  to  manias  in  which  it  is  commonly  be- 
lieved that  technology  will  put  us  all  on  easy  street  overnight. 

We  did  so  in  the  last  big  tech 
burst,  in  the  1920s,  driven  by 
the  electrification  of  factories 
and  homes  and  by  the  mass 
production  of  autos.  In  1932, 
after  the  close  of  that  era,  Al- 
dous  Huxley  wrote  Brave  New 
World,  in  which  tech  has  run 
wild,  creating  a  nightmarish 
26th-century  society.  He  re- 
placed God  with  Henry  Ford. 
People  make  the  sign  of  a  "T"— 
for  the  Model  T  Ford — rather 
than  a  cross,  and  the  guys  run- 
ning the  world  are  addressed  as 
"your  lordship." 

Fast  forward  to  the  tech  ex- 
plosion of  the  late  1990s,  when 
people  believed  die  Internet  was 
more  important  than  movable-type  printing  and  the  Industrial 
Revolution.  My  favorite  example  was  the  conviction  that  e-tail- 
ing  would  soon  eliminate  conventional  retailers. 

Ditto  in  the  military.  After  the  Cold  War  ended,  terrorism 
was  clearly  America's  biggest  danger  from  abroad,  proven  by 
the  1993  World  Trade  Center  bombing,  the  1996  destruction  of 
the  Al  Khobar  Towers  in  Saudi  Arabia,  the  1998  terrorist  attacks 
on  the  U.S.  embassies  in  Kenya  and  Tanzania  and  the  2000  at- 
tack on  the  U.S.S.  Cole.  Despite  these  low-tech  attacks,  Wash- 
ington emphasized  electronic  eavesdropping,  while  spooks  on 
the  ground  were  downplayed. 

Needless  to  say,  in  the  last  year  overconfidence  in  tech  has 
been  replaced  by  despair,  even  though  today's  new  tech  is  here 
to  stay.  In  the  commercial  area  the  dot-coms  have  collapsed, 
while  the  Pentagon's  and  CIA's  high-tech  defenses  were  thor- 
oughly discredited  by  the  terrorists'  no-tech  box  cutters. 

With  the  overconfidence  of  the  1990s  reversed,  Americans 
are  emphasizing  human  relations,  spirituality  and 
spending  on  essentials.  And  they're  redefining 


Essentials  are 
being  redefined. 
In:  fast-food 
joints,  leased 
apartments,  video 

rentals. 
Out:  restaurants, 
'  McMansions, 
ocean  cruises. 


what's  essential — it  no  lonj 
includes  family  trips  to  Eurc 
for  the  educational  enlighte 
ment  of  2-year-olds.  So  savi 
will  be  favored.  Already  co 
sumers  saved  their  tax  reba 
and  pushed  the  saving  rate  frc 
1%  in  June  to  4.7%  in  Septei 
ber.  A  U.S.  consumer-savi 
spree  will  knock  long-term  r 
GDP  growth  from  3.5%  to  2.: 
and  create  confidence-depre 
ing  high  unemployment  in  a  self-feeding  cycle. 

Other  saving  promoters:  Stock  appreciation  is  no  lon^ 
there  to  pay  for  kids'  educations  and  early  retirement.  Incor 
continues  to  migrate  toward  the  upper  end,  to  the  traditional  I 
savers  who  were  the  big  spenders  when  stocks  were  flyii 
Credit-card  issuers  like  Providian  (see  story,  p.  80),  whose  stoct 
down  88%  since  Sept.  10,  will  remain  under  big  pressure.  Sc 
ings  institutions  such  as  Washington  Federal  will  prosper. 

The  concentration  on  redefined  essentials  will  chan 
spending  patterns,  so  investors  beware.  As  with  the  buddi 
saving  spree,  the  post-Sept.  1 1  market  is  already  pointing  t 
way  in  many  areas.  Medical  care  will  continue  to  be  an  essentii 
but  restaurants  will  lose  out  to  supermarkets  as  people  eat 
home  more.  And  they'll  go  for  generics  and  house  brands  rath 
than  national  brands,  and  eat  in  fast-food  oudets  rather  th. 
fancy  restaurants.  Similarly,  consumers  now  favor  discounte 
(Wal-Mart,  up  19%)  and  wholesale  clubs  (Costco,  up  23*? 
over  apparel  (Gap,  down  1 1%)  and  department  stores. 

With  consumer  caution  and  the  mild  deflation  I  foresee,  t 
McMansions  of  the  1990s  will  be  history  as  families  turn 
cost-effective  manufactured  homes  and  rental  apartments- 
real  estate  investment  trusts  focusing  on  these  will  do  well.  Co 
spicuous-consumption  purveyors  like  jewelers  (Tiffany,  dov 
3%)  and  carmakers  (Ford,  down  12%)  will  suffer. 

Slower  economic  growrth  and  subdued  stocks  in  future  yea 
will  pressure  brokers,  while  those  who  help  retirement-bout 
baby  boomers  manage  their  assets  will  thrive.  Amuseme 
parks  (Walt  Disney,  down  12%),  casinos  (Park  Place,  off  16°/( 
cruise  ships  (Royal  Caribbean,  down  30%),  hotels  (Four  Sc 
sons,  off  14%)  and  tourist-centered  airlines  (UAL,  down  53'! 
won't  make  the  essentials  list.  But  movie  theaters,  rental  vidd 
(Blockbuster,  up  37%)  and  home  security  systems  (Interlogi 
up  22%)  will.  Sticking  around  home,  Americans  may  sharpc 
their  do-it-yourself  skills,  benefiting  Home  Depot. 
Exuberance  is  dead  for  a  long  while. 


Forbes 


I  A.  Gary  Shilling  Is  president  of  A.  Gary  Shilling  &  Co.,  economic  consultan 
and  Investment  advisers.  Find  past  columns  at  www.forbes.com/shilling. 
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It  all , 

started 

when  it  occurred 

to  us  that  the  right  to  match  the 

market's  performance  ought  to  belong  to  everyone. 

25  years  ago,  Vanguard  established  the  first  index  fund  for  individual  investors. 

For  some,  we  were  walking  on  hallowed  ground.  The  ability  to  index,  with  its 
inherent  benefits,  had  always  been  reserved  for  the  big  institutions. 
:  Yet  the  facts  were  never  clearer.  With  the  majority  of  mutual 

funds  consistently  failing  to  keep  up  with  the  market's  overall  i 
performance*  an  index  fund  for  individuals,  that  by  its  very 
nature  would  keep  pace,  was  overdue.  And  just  like  that, 
the  world  found  itself  investing  in  a  new  way  of  investing. 

Today,  we're  still  looking  out  for  the  individual  investor, 
with  expense  ratios  that  are  among  the  lowest  in  the  industry** 
and  the  broadest  selection  of  index  funds  available  anywhere. 

So,  if  you'd  like  to  find  out 
more  about  how  a  disciplined 
long-term  approach  to  investing 
can  work  for  you,  call  us  or  visit      if  - 
our  website.  It  could  change      ^/  '^'^ 
the  way  you  look  at  the  fiiture. 


1  800  344-1410 

www.vanguarcl.com 


ed  on  the  peitormance  of  the  Wilshire  5000®  Total  Market  Index 
r  a  20-year  period  ended  12/31/2000.  "Source:  Upper  Inc. 


TH^ansuardcROUP, 

Invest  in  our  way  of  investing.' 


ard  funds  are  offered  by  prospectus  only  Prospectuses  contain  more  connplete  information  on  risks,  distribution  charges,  and  other  expenses  and  should 
d  carefully  before  you  invest.  Call  to  obtain  a  prospectus.  ©  2001  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor 


Fear  &  Greed  By  Joe  Queenan 


Seeking  Closure 


MAJOR  LEAGUE  BASEBALL  INTENDS  TO  CLOSE  AT 
least  two  clunker  franchises.  Unhappy  .with  a  rev- 
enue-sharing system  that  requires  them  to  subsi- 
dize perennial  underachievers  like  the  Montreal 
Expos,  Minnesota  Twins,  Florida  Marlins  and 
Tampa  Bay  Devil  Rays,  baseball  owners  think  that  losing  fran- 
chises should  disband,  letting  the  free  market  determine  where 
their  players  would  go.  Nothing  personal  here.  Just  business. 

Both  the  United  Nations  and  the  International  Monetary 
Fund  could  learn  much  from  this  courageous  decision.  For 
some  time,  it  has  been  obvious  that  a  number  of  smaller  na- 
tions in  the  world  are  a  drag  on 
the  global  economy  and  have 
no  real  reason  to  exist.  While 
eating  up  huge  amounts  of  fi- 
nancial assistance  from  the 
world's  developed  nations, 
these  parasites  produce  nothing 
but  corruption,  drugs,  persis- 
tently depreciating  paper 
money  and  illegal  immigrants. 
The  obvious  solution  is  to  sim- 
ply eliminate  them  and  rede- 
ploy their  assets  in  a  sensible 
and  equitable  fashion. 

There  is  certainly  no  short- 
age of  candidates  for  termina- 
tion. Cameroon  has  nothing 
going  for  it  other  than  an  exotic 
name.  Badly  situated  on  the 
poorest  of  the  populated  continents,  with  a  horrible  climate  and 
negligible  resources,  Cameroon  could  easily  be  assimilated  into 
Nigeria,  or  split  between  Chad  and  the  Central  African  Repub- 
lic. One  obvious  solution  is  to  relocate  the  entire  population  to 
an  underpopulated  region  such  as  New  Zealand  and  turn  the 
country  into  a  bird  sanctuary.  Another  is  to  encourage 
Cameroon  to  seO  its  lone  asset,  its  name,  to  a  nation  that  could 
use  a  catchier  handle  to  attract  tourists.  Imagine  how  well  a 
Chechnya  or  an  Iceland  would  fare  once  rechristened  as  Nou- 
veau  Cameroun. 

Other  countries  that  are  candidates  for  closure  are  Paraguay, 
Gabon  and  Peru.  For  decades  it  has  been  apparent  that  none  of 
these  countries  works,  because  they  suffer  from  crumbling  in- 
frastructures, poor  locations  or  rotten  economies.  Is  there  a 
need  for  Pakistan,  Afghanistan  and  Bangladesh?  It's  like  argu- 
ing.that  Major  League  Baseball  needs  both  the  Tampa  Bay  Devil 
Rays  and  the  Florida  Marlins.  One  is  more  than  enough. 

Peru?  Blessed  with  a  varied  climate, 
substantial  natural  resources  and  an  an- 


The  world  should 
take  a  page  from 
Major  League 
Baseball:  Close 
nations  that  don't 
work.  Will  we 
really  miss  the 
Montreal  Expos? 
How  about  Mali? 


cient  Incan  heritage  that  she 
make  it  a  natural  tourist  atti 
tion,  Peru  simply  cannot  m 
the  grade  as  a  modern  nati 
state.  For  years,  Peruvi 
promised  that  things  wo 
turn  around  as  soon  as  the 
rorist  group  Shining  Path 
brought  to  heel.  Now,  a  dec 
after  that  remorselessly  destr 
tive  Maoist  insurgency 
lapsed,  Peru  still  is  not  a  go 
concern.  The  Montreal  Expos  of  the  Organization  of  Ameri 
States,  Peru  should  start  thinking  about  dismantling  Ma< 
Picchu  brick  by  brick  and  shipping  it  to  a  more  economic 
vibrant  country  like  Turkey  or  France,  where  they  really  ki- 
how  to  market  ruins. 

Obviously,  the  decision  to  close  somewhere  between  i 
and  six  countries  will  not  sit  well  with  all  parties.  Anyone  v 
has  ever  sipped  an  espresso  on  the  veranda  of  the  Auberge  j 
Chameau  Qui  Crache  in  downtown  Timbuktu  will  be  son] 
see  Mali  closed  up  for  good.  And  many  baby  boomers,  who ; 
harbor  fond  memories  of  balmy  nights  in  Bangladesh  when 
hashish  flowed  like  wine,  will  probably  get  a  lump  in  th 
throats  when  that  troubled  nation  breathes  its  last. 

How  will  the  people  of  the  affected  nations  react  to  the  n< 
that  their  countries  are  to  be  discontinued?  While  there  may 
a  handful  of  outraged  traditionalists,  most  locals  will  take 
change  in  stride.  After  all,  the  fact  that  their  countries  dc 
work  shouldn't  come  as  a  complete  surprise  to  them.  Moreo' 
closure  presents  citizens  of  moneylosing  nations  with  a  gr 
opportunity  to  start  a  new  life.  There  is  an  old  joke  that  if ) 
ask  a  Bolivian  child  what  he  wants  to  be  when  he  grows  up, 
will  immediately  respond:  "A  foreigner."  Now  that  child  \ 
have  the  chance  to  make  his  dream  come  true. 

As  for  the  rest  of  the  world,  how  much  will  we  miss  th 
failed  countries  once  they  are  gone  forever?  Look  at  it  this  w 
Did  you  ever  hop  on  a  plane  just  to  see  the  Expos  toss  the  ■ 
horsehide  around?  Probably  not.  Similarly,  the  odds  are  > 
never  made  a  special  effort  to  visit  Port-au-Prince,  never  [ 
Ouagadougou  at  the  top  of  your  summer  itinerary,  never  ca 
one  bit  whether  you  ever  got  to  see  Asuncion  in  August,  w 
the  toucans  squawking  in  the  gloaming.  In  a  spirit  of  shar 
the  pain,  we  could  tighten  our  belts  here,  too.  No  one  woi 
miss  North  Dakota  or  New  Mexico. 

Bud  SeHg  has  the  right  idea:  If  the  ticket  window  isn't  sell: 
any  tickets,  shutter  it. 
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Joe  Queenan  writes  a  bimonthly  column  for  GO.  His  latest  book  is  My  Goodness:  A  Cyr 
Shart-Lived  Search  for  Sainthood.  Find  past  columns  at  www.forbes.com/queenan. 
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Foie  Gras  101 

Fantasy  camps  for  foodies  give  amateur  chefs  a  chance  to  dice 
and  slice  alongside  today's  most  seasoned  pros. 

BY  QUENTIN  HARDY 


GAZING  DOWN  OVER  THE 
Napa  Valley,  sipping  the 
evening's  fourth  rare 
vintage,  star  chef  Bradley 
Ogden  made  his  tater 
tots  sound  simple:  Saute  foie  gras  to  just 
before  it's  done.  Roll  it  inside  a  fine  mince 
of  new  potatoes.  Cook  in  a  pan  deglazed 
with  port,  and  the  spuds  warm  the  foie 
gras  to  perfection.  The  tots'  outer  crunch 
and  the  nutty,  mouth-filling  warmth  of 
the  foie  gras  go  great  with  the  rest  of  the 
plate:  a  compote  of  four  types  of  figs,  a 
brace  of  quail  breasts  and  a  late-season 
corn  couscous.  No  wonder  Ogden  won 
the  lames  Beard  award  four  times. 

This  was  but  one  toothsome  momicnt 
among  many  at  the  Beringer  Master 
Series  on  Food  and  Wine — a  five-day  fan- 
tasy camp  I  attended  in  October  along 
with  seven  other  starstruck  amateur 
gourmets.  During  our  four  lunches  and 
five  dinners — all  of  which  we  helped  pre- 
pare— we  met  ten  top  chefs  and  five  great 
winemakers.  The  program  and  others  like 


it  (see  box)  are  comparable  to  fantasy 
sports  camps,  where  fans  get  to  shag  flies 
with  Pete  Rose.  Difference?  Rose  doesn't 
hit  like  he  used  to,  while  Beringer's  all- 
stars  are  at  the  top  of  their  game.  Ogden's 
restaurants,  for  example,  include  the  top- 
rated  One  Market  in  San  Francisco  and 
the  Lark  Creek  Inn  in  Marin  County. 

We  got  hands-on  lessons  in  spice 
cooking  with  Cindy  Pawlcyn,  former  chef 
at  Mustards  Grill  in  the  Napa  Valley  and 
San  Francisco's  Fog  City  Diner  (and 
owner  of  Miramonte,  also  in  the  Valley), 
plus  a  lobster  lunch  with  Ken  Frank,  who 
became  one  of  the  country's  top  chefs  at 
age  25  with  restaurant  La  Toque  in  Los 
Angeles  (now  relocated  to  the  Napa  town 
of  Rutherford).  There  was  a  seminar  with 
Thomas  Keller,  whose  French  Laundry 
boasts  a  two-month  waiting  list,  followed 
by  dinner  in  the  Laundry's  private  room. 
It  had  17  courses,  from  chestnut  soup  to 
Malpeque  oysters  with  caviar.  Dinner 
lasted  five  hours. 

There  were  big  wines  and  big  wine- 


makers.  Ogden  cooked  at  the  moi 
taintop  spread  of  Frederic  Consta 
whose  Diamond  Mountain  caber 
sells  for  $125  a  bottle.  We  barrel-taste 
full  and  fruity  2001  vintage  with  Rich 
Grace  of  Grace  Family  Vineyards,  wh 
wine  runs  $165  bottle  for  the  485  lut 
people  on  his  mailing  list,  who  get  f 
crack  at  buying  it.  At  the  private  win 
meals,  most  place  settings  had  mi 
wineglasses  than  forks — and  there  w 
a  lot  of  forks. 

James  Carr,  an  investment  advi 
ft^om  East  Lansing,  Mich.,  came  with 
wife  only  because  she  went  with  him  o 
fantasy  golfing  trip  to  Scotland.  But 
day  three  he  was  a  serious  convert, 
went  to  St.  Andrews  with  a  man  w 
knew  the  caddies,  was  welcome  all  ovt 
he  said,  readying  one  of  Ogden's  cav 
quenelles  (dumplings)  as  he  sipped  Cc 
stant's  private  chardonnay.  "This  is  i 
same  kind  of  thing." 

Pawlcyn's  class,  held  at  the  1890  mc 
sion  of  Slags'  Leap  Winery,  taught 
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Stags'  Leap  wine- 
Tiaker  Robert  Brittan 
[opposite  page) 
ihows  students  his 
ust-picked  2001 
larvest.  Chef  Cindy 
'awlcyn  (above,  laft) 
mparts  fine  poipts  of 
spice  cookegfr 


rry  in  a  hurry.  In  just  an  hour  I  became 
ipice-toasting,  chicken-chopping  pro, 
inks  to  Pawlcyn's  lively  tutelage.  "Taste 
en,  or  you  won't  know  what  you  like!" 
2  urged,  getting  us  to  try  first  one  new 
ice,  then  another,  then  the  two  com- 
led.  We  were  given  a  dream  arsenal  of 
ives  and  other  tools,  including  a  well- 
ubbed  electric  coffee  grinder  for  pow- 
ring  spices. 
Our  curried-chicken  skewers,  served 
part  of  a  meal  that  included  chipotle 


grilled  quail  and  jerked  pork  with  yams, 
afforded  us  yet  another  chance  to  dis- 
cover and  experiment  with  local  wines. 
The  best  complement  to  curry?  A  well- 
chilled  Stags'  Leap  viognier. 

Every  one  of  the  master  chefs  stressed 
the  need  for  amateur  and  professional 
alike  to  remain  intensely  passionate  about 
cooking.  Chef  Keller's  shoulder  of  pork, 
for  example,  came  from  a  Pennsylvania 
piglet  he  had  handpicked  19  weeks 
before.  He'd  had  regular  updates  on  what 


Cuisine  Art 

The  Beringer  Master  Series  will  be  offered  nine  times  in  2002.  Courses  last  from 
a  weekend  to  five  days  and  cost  from  $750  to  $6,000.  Maximum  class  size  is  12 
people.  For  further  info,  call  707-967-4451  or  visit  www.beringer.com. 

Savory  Sojourns  of  New  York  combines  dining  and  cooking  in  the  ethnic  en- 
claves of  Brooklyn,  the  Bronx  and  Harlem:  888-972-8679.  In  Italy,  Lorenza  de 
Medici  holds  a  five-day  culinary  adventure  in  Tuscany  called  Badia  A  Coltibuono: 
www.coltibuono.com,  or  214-343-0124.  Dallas'  Cuisine  International  has  courses 
on  several  continents:  www.cuisineinternational.com.  —Q.H. 


the  pig  was  being  fed,  and,  when  the  dish 
finally  came  to  table,  he  served  it  with  a 
choice  of  six  different  types  of  salt.  Maybe 
that  depth  of  involvement  and  attention 
to  detail  sounds  ridiculous — but  it  won't 
if  Keller's  all-day-braised  pork  ever  falls 
into  succulent  chunks  at  the  touch  of 
your  fork. 

Priced  at  up  to  $1,146  a  day, 
Beringer's  program  can't  be  called  cheap. 
(Sports  camps,  by  comparison,  cost  about 
$525  a  day.)  But  the  price  includes  lodg- 
ing at  the  $650-a-night  Meadowood 
Resort,  which  has  beautiful  grounds  and 
a  wonderful  staff.  You  also  get  a  mono- 
grammed  chef  s  coat,  several  signed 
cookbooks,  a  free  massage  and  a  wine- 
blending  seminar  in  which  each  partici- 
pant creates  his  own  unique  blend,  using 
vintages  usually  reserved  for  Beringer's 
$100-a-bottle  wine.  Don't  bother  pricing 
out  the  meals — there's  no  way  you  could 
get  them  on  the  open  market.  One  last 
consideration:  Sports  camp  doesn't  serve 
anywhere  near  as  much  caviar.  F 
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Zen  and  the  Art  of 
BMW  Maintenance 

How  an  ambitious  man  built  up— then  nearly  destroyed— the  first  Buddhist  monastery  in  the  U.S 

BY  SUSAN  ADAMS 


How  MUCH  BAD  CAN  ONE 
say  about  a  bunch  of  serene 
ascetics  who  sit  around 
contemphiting  paradoxes  like 
"Our  life  and  death  are  the  same 
thing"? 

Plenty.  In  Shoes  Outside  the 
Door  (Counterpoint,  $26), 
Michael  Downing  tells  how  in 
the  1970s  a  self-aggrandizing 
Harvard  dropout  named  Richard 
Baker  transformed  a  struggling 
Buddhist  temple  in  San  Francisco 
into  a  tofu-grilling,  tranquillity- 
conferring  conglomerate — 
annual  budget,  $4  million — only 
to  see  it  almost  brought  down  by 
indulgence  and  excess. 

After  a  short  stint  in  the  mer- 
chant marine,  Baker  drifted  to 
San  Francisco,  where  he  hung  out 
with  the  likes  of  beat  poet  Allen 
Ginsberg.  In  1961  he  met  Zen 
master  Shunryu  Suzuki,  who  was 
running  a  small  Buddhist  temple 
in  a  run-down  former  synagogue. 
Suzuki  asked  him  to  become  his  disciple, 
and  Baker  agreed.  But  he  did  far  more 
than  accept  Suzuki's  dharma,  or  spiritual 
teachings.  He  built  the  temple  into  a  diver- 
sified capitalist  empire  known  eventually 
as  Zen  Center.  Drawing  on  such  hip  (and 
rich)  connections  as  the  Grateful  Dead, 
Baker  held  a  money-raising  "Zenefit." 
Over  time  he  coaxed  significant  donations 
from  Laurance  Rockefeller,  Fidelity 
founder  Edward  C.  lohnson  II  and  Dorris 
Carlson,  the  wife  of  Xerox  pioneer  Chester 
Carlson. 

In  1966  Baker  talked  Suzuki  into  going 
along  with  the  $300,000  purchase  of  Tas- 
sajara,  a  hot  springs  resort  near  Big  Sur.  It 
-became  the  first  Buddhist  monastery  out- 
side Asia.  By  1983  he  had  expanded  Zen 


Center  s  holdings  to  include  a  dozen  build- 
ings in  and  around  San  Francisco,  a  115- 
acre  organic  farm  in  Marin  called  Green 
Gulch  and  two  popular  and  profitable  en- 
terprises, the  Tassajara  Bread  Bakery  and 
Greens  vegetarian  restaurant.  After  Suzuki 
died  in  1971,  Baker  took  over  as  abbot. 

As  Zen  Center  grew,  so  did  Baker's 
needs — material  and  otherwise.  Though 
married  with  two  children,  he  had  a  series 
of  affairs.  The  Center  gave  him  three  resi- 
dences, each  staffed  by  an  assistant  who 
cooked,  cleaned  and  spoke  only  when 
spoken  to. 

Key  to  the  success  of  the  Center's  busi- 
nesses was  what  Downing  calls  "work 
practice."  Students  advanced  not  only 
through  meditation  but  through  work. 


Though  Zen  Center  suppli 
room  and  board,  students  son 
times  toiled  12-hour  days 
stipends  as  low  as  $75  a  mon 
Even  celebrated  Greens  chef  a 
author  Deborah  Madison  (60"/( 
her  popular  Greens  Cookbook  rc 
alties  went  to  Zen  Center)  lived 
$300  a  month.  On  the  theory  tl 
its  activities  were  fulfilling  a  rc 
gious  purpose,  Zen  Center  filed 
business-income  tax  returns. 

In  1979  the  abbot  acquirec 
$25,000  white  BMW.  Followt 
dutifully  bowed  their  shaved  hea 
when  he  motored  past.  Thouj 
Tassajara  was  earning  more  th; 
$100,000  a  year  and  Greens  w 
operating  in  the  black,  annu 
deficits  climbed  to  $155,000. 

Then  in  1983  Baker  went  t( 
far.  He  took  up  with  Am 
Hawken,  wife  (at  the  time)  of  Pa 
Hawken,  cofounder  of  gardei 
supply  company  Smith 
Hawken.  The  Hawkens  ga" 
roughly  $50,000  to  Zen  Center  and  livt 
on  the  Green  Gulch  Farm.  When  Hawk 
learned  he  was  being  cuckolded  by  t\ 
abbot,  he  extracted  himself  and  most 
his  money. 

Transcendentally  speaking,  the  ji 
was  up.  After  a  leave  of  absence,  Bakt 
resigned.  The  Center  subsequent 
changed  its  ways,  selling  properties  an 
scaling  back  expenses.  In  1986  a  nor 
profit  holding  company  was  set  up  t 
run  its  remaining  businesses,  includiii 
Greens.  And  the  abbot?  Today  he  rur 
small  Zen  temples  in  Colorado  an 
Germany.  Though  Baker  is  quoted  . 
length  in  Downing's  book,  he  isn 
happy  with  the  result.  "It's  too  tawdi ' 
book  to  comment  on,"  he  says. 
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On  the  Business  of  Life 


Anyone  remember  when  burlesque  was  in  bloom?  How  vividly  I  can  remember  in  my  mid- 
teens  making  an  occasional  Saturday  sortie  with  a  couple  of  school  chums  to  New  York's 
42nd  Street,  where  there  were  two  burlesque  theaters  among  multiple  legitimate,  as  well 
as  movie,  theaters.  The  off-color  jokes  and  the  strippers  wowed  us.  And  to  think  of  the  near-total 
support  New  York's  most  fabulous  mayor,  Fiorello  La  Guardia,  won  when  he  closed  down  the  burlesque 
theaters  with  blasts  of  moral  outrage!  How  innocent  it  all  seems  now.         — MALCOLM  FORBES  ( 1983) 


New  York  is  my  Lourdes, 
where  I  go  for  spiritual  refreshment — 
a  place  where  you  re  least  likely 
to  be  bitten  by  a  wild  goat. 

—BRENDAN  BEHAN 


The  faces  in  New  York  remind  me 
of  people  who  played  a  game  and  lost. 

—MURRAY  KEMPTON 


Everybody  ought  to  have 

a  Lower  East  Side  in  their  life. 

—IRVING  BERLIN 


It  is  ridiculous  to  set  a 
detective  story  in  New  York  City. 
New  York  City  is  itself  a  detective  story. 

—AGATHA  CHRISTIE 


New  York  is  the  meeting  place  of 
the  peoples,  the  only  city  where  you 
can  hardly  find  a  typical  American. 

— DJUNA  BARNES 


The  Park  Avenue  of  poodles  and 
pohshed  brass;  it  is  cab  coimtr}', 
tip-town,  glassville,  a  window-washer's 
paradise. 

—GAY  TALESE 


Melting  pot  Harlem — 
Harlem  of  honey  and  chocolate 
and  caramel  and  rum  and  vinegar 
and  lemon  and  lime  and  gall. 

— LANGSTON  HUGHES 


All  literary  men  are  Red  Sox  fans — 
to  be  a  Yankee  fan  in  a  literate  society 
is  to  endanger  your  life. 

—JOHN  CHEEVER 


/  think  that  New  York  is  not 
the  cultural  center  of  America, 
but  the  business  and  administrative 
center  of  American  culture. 

—SAUL  BELLOW 


A  hundred  times  have  I  thought 
New  York  is  a  catastrophe. 
It  is  a  beautiful  catastrophe. 

—IE  corbusieI 


Living  in  New  York  is  like  being 
at  some  terrible  late-night  party. 
You're  tired,  you've  had  a  headache  since 
you  arrived,  but  you  can't  leave 
because  then  you'd  miss  the  party. 

—SIMON  HOGGAR) 


/  like  it  here  in  New  York. 

I  like  the  idea  of  having  to  keep  eyes 

in  the  back  of  your  head  all  the  time. 

—JOHN  CAL 


A  Text... 

Set  your  ctffection  on  things  above\ 
not  on  things  on  the  earth. 

— COLOSSIANS  3:. 

Sent  in  by  Peter  Dyk,  Bozeman,  Mont.  What' 
your  favorite  text?  Hk  Forbes  Book  of  Quota 
tions:  Thoughts  on  the  Business  of  Life  is  given  ti 
senders  of  Bible  texts  that  are  used. 

More  than  14,000  "Thoughts,"  arranged  alphabetically  b 
subject,  are  available  in  a  900-page,  one-voiuni 
"deluxe  edition,  Forbes  Book  of  Quotations:  Thoughts  on  th 
Business  of  Life.  The  price  is  $40,  plus  S3. 50  shipping  an* 
$1  per  item  for  handling  (add  applicable  sales  tax) 
To  order,  please  call  toll-free,  1-800-876-6556. 
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lnfjniti.com/QX4NavigationSystem 

A  network  of  24  highly  calibrated  global-positioning  satellites  to  guide  you. 
3-million  miles  of  U.S.  roadways  to  explore.  This  way  to  the  future. 


the  EURO. 

OUR  money 


Euro  banknotes  will  be  available 
in  denominations  of  €5.  €10,  €20, 
€50,  €100,  €200  and  €500.  The 
official  symbol  of  the  euro  is  €; 
the  official  abbreviation  is  EUR. 


On  1  January  300  million  Europeans  in  12  countries  will  wake  up 
to  a  new  currency:  the  euro.  The  euro  is  not  new:  it's  been  used  in 
electronic  transactions  and  by  banks  and  international  businesses  since 
January  1  999.  But  with  the  upcoming  launch  of  euro  banknotes  and  coins, 
anyone  who  lives,  does  business  or  is 
travelling  in  any  of  the  12  countries  will 
Denefit  from  dealing  in  just  one  currency. 

There  are  seven  euro  banknote 
denominations,  which  can  be  recognised 
easily  by  their  look  and  feel:  the  larger 
the  banknote,  the  higher  the  value. 
On  one  side,  the  banknotes  show 
windows  and  gateways,  symbolising  a 
spirit  of  openness.  On  the  other,  they 
feature  bridges,  signifying  co-operation 
between  the  nations  of  Europe  and  the 
rest  of  the  world. 

The  eight  euro  coins  have  a  common 
side  and  a  national  side.  The  common 
side  shows  the  value  of  the  coin.  The 
national  side  differs  from  country  to 
country  and  features,  for  instance, 
a  head  of  state  or  a  unique  national 
symbol.  You  will  be  able  to  use  all  the 
coins  in  each  of  the  12  countries.  The 
launch  of  euro  banknotes  and  coins  will, 
however,  have  a  profound  impact  way 
beyond  the  participating  countries. 

Indeed,  for  businesses  and  individuals 
alike,  1  January  will  mark  the  beginning 
of  a  brand  new  era  as,  for  the  first  time 
in  the  history  of  Europe,  12  national 
currencies  make  way  for  just  one: 
the  euro,  www.euro.ecb.int 


The  countries  sharing  the  euro: 
Austria,  Belgium,  Finland,  France, 
Germany,  Greece.  Ireland,  Italy, 
Luxembourg,  the  Netherlands, 
Rortugal  and  Spain. 
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This  Time  Is  Different,  Charlie  Brown  ofi 

desolate  island  of  Sakhalin  lie  billions  of  barrels  of  oil  and 
lions  of  cubic  feet  of  gas.  Russian  oil  companies  either  can 
won't  put  up  the  money  to  retrieve  this  energy.  So,  as  our  Tc 
Bureau's  Benjamin  Fulford  relates  on  page  60,  the  Russian 
ernment  is  issuing  a 
come-hither  to  West- 
ern  capital.  Royal 
Dutch/Shell,  Exxon- 
MobU  and  others  are 
smitten  with  the  seis- 
mic data.  They  are  in 
the  starting  stages  of 
pouring  $45  billion 
into  this  economic 
wasteland. 

Shell,  magnanimously,  is  willing  to  forgive  and  forget 
contretemps  it  had  with  Lenin  80  years  ago  over  its  wells  in 
Caucasus.  This  time  no  expropriation,  Russia  promises.  Aire 
though,  it  seems  that  the  oil  companies  are  being  double-cro 
over  a  value-added  tax.  The  situation  reminds  one  of  L 
promising  not  to  snatch  the  football  from  Charlie  Brown 

Who  cares,  besides  oil  company  shareholders?  We  all  sho 
because  there  is  a  close  connection  between  property  rig 
prosperity  and  other  freedoms,  as  Harvard  historian  Rich 
Pipes  recounted  two  years  ago  in  his  book  Property  and  F 
dom.  Unfortunately,  respect  for  property  ownership  is  soi 
thing  of  a  freakish  occurrence  in  human  history,  limited  in  t 
and  place. 

Oil  companies  are  particularly  likely  to  be  victims  of  tl 
Lazaro  Cardenas  made  a  hero  of  himself  by  expropriating 
companies  operating  in  Mexico  in  1938.  Venezuela  national 
its  oil  industry  in  1976.  Three  years  later  limmy  Carter  w 
after  oil  company  property  with  a  windfall  profits  tax.  The  p 
ulist  tradition  continues  more  recently  in  pending  litigat 
against  Exxon  over  the  Valdez  spill,  in  which  the  citizen 
Alaska  may  succeed  in  looting  $5  billion  from  the  company,  c 
and  above  cleanup  costs. 

The  mobility  of  capital  today  puts  some  limits  on  the  ab 
of  legislatures  (or  tort  lawyers)  to  tax  businesses  to  death.  Let 
state  of  Washington  levy  a  windfall  software  tax  and  Micro 
will  relocate  in  a  microsecond.  Oil  companies,  on  the  ot 
hand,  are  easy  prey,  at  least  once  they  have  sunk  their  wells  ; 
laid  their  pipelines. 

Will  the  Russian  government  resist  the  temptation  to  t 
ance  its  budget  10  or  20  years  from  now  by  changing  the  tei 
on  which  oil  and  gas  are  drawn  from  the  seabed?  That  co 
happen,  but  if  so  it  would  be  something  of  a  fi-eak  occurrenC' 
the  history  of  energy  politics 
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READERS  SAY 


Cutting  Costs 

I  applaud  the  sentiment  expressed  in 
"Cease  Firing"  (Nov.  26,  p.  150).  Not 
holding  on  to  skilled  employees  in  hard 
times  reflects  short-term  thinking  at  its 
worst.  It  may  be  that  the  cost  of  retrain- 
ing-new employees  when  business  picks 
up  far  exceeds  the  costs  of  retaining 
employees.  Consider  also  the  impact  on 
customer  relations  when  familiar  sales- 
persons are  terminated  and  the  cus- 
tomer has  to  deal  with  a  new  face.  How 
many  key  accounts  have  been  lost  this 
way?  Employers  should  rethink  the  eco- 
nomic consequences  of  mass  layoffs,  as 
should  their  shareholders. 

MARVIN  WEISS 
Larchmont,  N.Y. 

Environmental  Protection 

I  write  in  response  to  "Seeing  Red  Over 
Green"  (Nov.  26,  p.  48).  Ford  Motor 
Co.'s  generous  gift  to  the  National 
Audubon  Society  was  earmarked  for 
teacher  training  in  Latin  America  and 
scientific  bird  monitoring  in  the  U.S., 
not  to  lobby  on  Western  grazing  and 
logging  issues  as  the  reader  was  led  to 
believe.  Ford  understands  that  their 
employees  and  customers  want  a  clean 
and  healthy  environment. 

lOHN  FLICKER 
President,  National  Audubon  Society 
New  York,  N.Y. 

William  Clay  Ford  Jr.  may  find  that  the 
real  endangered  species  is  not  the  spot- 
ted owl,  but  the  Ford  pickup  truck 
owner.  As  a  Ford  stockholder  I  find  his 
social  engineering  to  be  infuriating.  Just 
do  what's  best  for  the  company,  that's 
what  we  pay  you  for. 

MARLEM  MASON 
Garden  Grove,  Calif. 

Taxing  Times 

In  general,  I  agree  with  the  thesis  of 
"Government  by  Tax  Credit"  (Nov.  26, 
p.  130).  Taxpayers  should  definitely 
not  be  subsidizing  energy-producing 
chicken  manure.  However,  I  was 
offended  that  you  lumped  these  ludi- 
crous subsidies  in  the  same  category  as 
"special  federal  tax  credits  for  businesses 


r>  IWVCSTMEMT  CUIDE 


All  in  the  Family 

"Family  Inc."  (Dec.  10,  p.  142)  i 
right  on  target.  Trillions  of  dollar 
of  wealth  will  be  passing  to  th 
next  generation  in  the  nea 
future.  Sadly,  families  that  hav 
accumulated  wealth  rarely  inves 
or  talk  about  money  togethei 
There  is  a  communication  prob 
lem  that  occurs.  Thank  you  fo 
capturing  a  topic  that  is  a  press 
ing  problem  with  families  an 
their  businesses  across  the  Unitec 
States. 

JERRY  MCNABJ 
Dallas,  Tex 


and  residents  of  lower  Manhatt^ 
To  mention  New  York's  tax  ere 
alongside  such  programs  as  Geor^ 
driver's  education  subsidy  shows  a 
of  sensitivity. 

DONALD  I.  H 
New  York  1 

Playing  the  Ponies 

"Mane  Stay"  (Dec.  10,  p.  202)  misses 
mark  as  far  as  capturing  the  allur 
owning  racehorses.  There  were  sev 
West  Point  partners,  including  my; 
at  the  race  described  in  the  article, 
were  thrilled  with  a  third-place  finis 
a  race  in  which  our  horse.  Flying  Sh 
encountered  so  many  obstacles.  The 
no  doubt  that  this  is  indeed  a  very  d 
cult  business  in  which  to  turn  a  pn 
but  virtually  all  owners  get  involvec 
racing  because  of  a  deep  and  unwa 
ing  affection  for  the  sport.  Althoi 
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We  collaborate  with  the  world's 
best  partners  to  ensure 
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IT*«  A 

CALLBD  ABOVB  AND  BBVONO. 

At  BoMRAKiMKK  1i,kx)Et:  it's  a  distance  wf.  have  c;i,Ani  y  traveled  to  become  the 

WORLD  leader  IN  BUSINESS  AVIATION  AND  THE  FRACTIONAL  )ET  OWNERSHIP  PROGRAM 
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wnfimsammmm 

Reading  is  a  great  way  to  escape. 
It  helped  this  family  get  out  of  the  projects. 

ic  NaUoiuil  Center  for  Family 
Literacy  helps  families  with  poor 
literacy  skills  break  the  cycle  of 
intergenerational  poverty.  We  hold 
out  a  hand  and  they  learn  to  pull 
themselves  up.  Now  we  could  use 
a  hand  as  well.  Cfll  To  help,  please 
call  the  Family  Literacy  InfoLine  at 
1  877-FAMLIT-l  or  visit  our  web 
site  at  www.famlit.org. 

National  Cknii.k  for  Family  Literacy 


wc  have  lost  money  on  three  of  the 
horses  wc  have  sold  to  date,  the  pr 
from  the  first  horse  were  signifi, 
(over  100%). 

RICHARD  CRISri^ 
Eastchester, 

Pumping  Up 

"Ballyhoo"  (Nov.  26,  p.  76)  left  me 
the  impression  that  Bally  has  desc 
the  idea  of  offering  quality  health  an< 
ness  for  the  idea  of  creating  cash  i 
When  will  companies  realize  the  w. 
stay  in  business  is  to  create  customer 
alty  by  remaining  focused  on  the  pro 
or  service  they  provide?  I'll  bet  Ba 
mission  statement  has  nothing  to  do 
getting  new  members  to  finance  theit 
front  fees. 

WILLIAM  INGI 
Winston-Salem,  , 

Climate  Control 

";\merica's  Coming  Battle  of  Words 
Reason"  (Nov.  26,  p.  43)  presents  a 
understanding  of  climate  change, 
world's  leading  climate  scientists  I 
demonstrated  that  human-induced 
mate  change  is  real  and  that  the  Ear 
already  feeling  its  effects.  Leading  con 
nies  are  voluntarily  cutting  greenh< 
gas  pollution  while  continuing  to  pt 
By  withdrawing  from  the  Kyoto  Frotc 
the  United  States  has  undermined  its 
ity  to  minimize  costs  and  forfeited  gl 
leadership  in  facing  the  gravest  envi 
mental  challenge  of  this  century. 

FRED  KR 
Executive  Dirt 
Environmental  Dcf 
New  York, . 

Bean  Counting 

In  ranking  the  nation's  500  largest  pri 
companies,  we  incorrectly  stated 
KPMG  International's  annual  reve 
declined  by  17%  from  the  previous 
•After  the  divestiture  of  KPMG's  consul 
business,  revenue  for  the  compa 
ongoing  operations  were  up  6%. 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
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Mail  safety:  What  every  concerned 
business  executive  should  know. 


Your  employees,  your  customers,  your  revenue  could  all  be  affected. 
What  can  you  do  to  lessen  the  impact? 


Only  a  few  short  weeks  ago,  opening  an  enve- 
lope was  as  natural  as  picking  up  the  phone. 

Today,  every  piece  of  mail  is  an  object  of 
suspicion.  A  reason  to  think  twice. 

For  American  business,  the  conse- 
quences could  prove  to  be  severe. 

Mail  is  the  circulatory  system  of  com- 
merce. When  it  slows,  commerce  suffers. 

Unopened  invoices  curtail  cash  flow. 
Hampered  mail  centers  reduce  efficiency.  Fear 
diminishes  the  effectiveness  of  direct  mail. 

These  are  just  a  few  of  the  concerns  on 
every  executive's  mind.  Perhaps  you're  won- 
dering where  to  turn  for  advice. 

At  Pitney  Bowes,  the  development  of 
secure  mailing  technologies  has  been  our  core 
competence  for  over  80  years.  We  invest  more 


in  its  research  and  development  than  any  other 
company  in  the  industry. 

Currently,  we're  working  with  the  U.S. 
government,  as  well  as  leading-  an  industry 
task  force,  to  improve  the  security  of  our 
nation's  mail  system. 

As  a  company  and  as  citizens,  we  believe 
that  the  single  best  way  to  undermine  terror, 
and  those  who  perpetrate  it,  is  with  the  nn- 
wavering  resolve  to  conduct  business  as  usual . 

To  help  you  keep  your  employees  and 
customers  safe,  we've  published  Mail  and  Docu- 
ment Security:  A  Pitney  Bowes  Executive 
Advisor.  We  offer  it  to  you  free  of  charge. 

We're  also  available  to  answer  any  ques- 
tions you  may  have.  Call  us  at  1  800  672-6937 
and  mention  Program  No.  8845,  or  visit  us  at 
www.security.pb. com 


Pitney  Bowes 


ACT  AND  COMMENT 

'•Steve  Forbes,  editor-in-Chief 

Vith  all  thy  getting  get  understanding" 


AT  LAST,  RELIEF  ON  THE  WAY 


IE  FEDERAL  COMMUNICATIONS  COMMISSION  HAS  FINALLY 
anged  a  nonsensical  regulation  that  has  been  a  key  villain  in  the 
p-avatingly  abysmal  service  provided  to  wireless  cell  phone  users, 
ended  to  create  competition,  the  rule  restricted  the  amount  of 
sctrum  a  carrier  could  own  in  any  geographic  area.  However, 


carriers  have  been  unable  to  get  the  amount  of  spectrum  necessary 
for  better  service.  The  cap  was  the  equivalent  of  telling  a  phone 
company  it  could  provide  only  one  analog  copper  wire  per  office 
building.  The  cap  has  been  boosted  some  20%,  and  the  entire  idi- 
otic edict  will  be  eliminated  Jan.  1, 2003.  Not  a  moment  too  soon. 


POWER  TO  THE  COMMUTERS 


W  YORK  CITY'S  INCOMING  MAYOR,  MICHAEL  BLOOMBERG, 
1  Strike  a  blow  for  better  quality  of  Hfe  by  repealing  an  arbi- 
ry,  monopolistic  law  that  severely  limits  the  ability  of  com- 
iter  vans  to  serve  the  public.  When  entrepreneurs  began  offer- 
;  van  service  to  New  Yorkers  in  the  1980s,  customers  flocked  to 
m  like  the  thirsty  to  an  oasis.  Fares  were  reasonable,  and  the 
is  would  drop  you  off  or  pick  you  up  in  fi-ont  of  your  apart- 


ment. Entrenched  interests  were  outraged.  The  bus  workers' 
union  saw  vans  as  a  threat,  and  in  1993  and  1994  it  successfully 
pushed  for  onerous  restrictions  on  van  service.  For  example,  vans 
are  prohibited  from  picking  up  and  dropping  off  passengers 
along  established  bus  routes.  Talk  about  "the  public  be  damned." 

Many  municipalities  have  regulations  that  limit  competition  in 
various  services,  a  la  New  York's  van  laws,  and  those  ought  to  go,  too. 


DON'T  RAILROAD  WORKERS 


)NGRESS  MAY  FINALLY  ALLOW  RAILROAD  WORKER  PENSION 
ids  to  be  invested  in  nongovernment  securities,  including  stocks, 
e  feds  have  administered  these  monies  since  the  Depression- 
acked,  railroad-company-killing  1930s.  Carriers  and  workers 
»ke  the  contributions,  which  are  then  put  in  government  bonds, 
en  the  unions  support  the  change,  recognizing  members'  pen- 
ns  would  be  a  lot  richer  if  some  of  those  fimds  had  been  put  into 
iiities.  The  resulting  higher  returns  would  also  mean  that  down 
road  the  railroads'  contributions  would  be  less  burdensome. 


Experience  shows  that  despite  ups  and  downs,  equities  return 
significantly  more  for  workers  than  Uncle  Sam's  paper.  Since 
1935  stocks  have  outperformed  bonds  by  better  than  2-to-l. 

If  unions  and  most  of  their  Democratic  allies  can  agree  that 
nongovernment  securities  are  good  for  workers,  perhaps  they 
should  connect  the  dots  to  Social  Security.  Why  shouldn't  work- 
ers, if  they  so  choose,  have  personal  retirement  accounts  where  a 
meaningful  portion  of  their  Social  Security  dollars  could  be 
invested  in  sound  stock  and  bond  mutual  funds? 


POSITIVE  PROPOSAL  FOR  NATIONAL  PASTIME 


SEBALL  LAND  WANTS  TO  REDUCE  THE  NUMBER  OF  TEAMS— 
)  many  franchises  are  losing  boatloads  of  money,  and  talent 
ols  for  Major  League  Baseball  have  been  stretched  too  thin, 
rticularly  pitching.  Interest 
the  game  has  yet  to  come 
ck  to  pre-strike  1994  levels. 
Professional  soccer  has  a 
tter  idea:  relegation.  Each  year 
;  bottom  teams  fi^om  the  top- 


red  soccer  leagues  in  England,  Europe  and  Latin  America  are 
ked  down  to  the  next  level.  Top-performing  teams  in  the  lower- 
red  leagues  move  up.  That  way  tliere  is  keen  interest  not  only  in 
u)  finishes  at  the  top  but  also  in  who  finishes  at  the  bottom. 

'vVhy  not  try  the  same  thing  with  baseball?  We  could  have  a  new 
'  gue  rated  just  below  the  majors  but  a  cut  above  the  minors,  in 
ics  such  as  Washington,  Buffalo,  Charlotte  and  others  that  want 
ijor  league  ball  clubs.  The  top  two  teams  each  season  could  leap  to 


the  major  leagues.  The  worst  performing  clubs  in  both  the  National 
and  American  leagues  would  be  consigned  to  the  minors.  (Which, 
of  course,  is  what  happens  to  individual  ballplayers  all  the  time.) 

One  could  easily  foresee 

T««  ^11  >J  i    seasons  when  there  would  be 

Lmng  on  the  league  s  edge  -    I       f^,^,    ^ho  was  going 
football  relegation  battle     J     to  get  the  boot  from  Major 

League  Baseball  than  on  who 
—Financial  Times  was  going  to  make  the  playoffs. 
The  players'  union  would  certainly  prefer  relegation  to  elim- 
inating big-league  ball  clubs.  The  new  super-minor  league  would 
provide  more  openings  for  players.  Investors  with  a  speculative 
streak  would  pump  money  into  these  super- minor-league  teams, 
hoping  they  could  make  the  leap  into  the  big  time,  thereby  sub- 
stantially increasing  the  value  of  franchises.  Owners  of  subpar 
clubs  would  have  a  pressing  incentive  to  improve  performance: 
Relegation  would  sharply  reduce  the  value  of  their  franchise. 
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I  All-Star  Eateries  in  New  York 


Herewith,  the  fulfilling,  digested  wisdom  of  brothers  Bob,  Kip  and  Tim,  and 
three  other  Forbes  colleagues,  Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


**** 


Alain  Ducasse 
Aquavit 
Chanterelle 
The  Four  Seasons 


Jean  Georges 
La  Grenouille 
Le  Bernardin 
Le  Cirque  2000 
Lespinasse 


March 
Nobu 
Oceana 
"21"  Club 


La  Grenouille  is  kiminously  back  in  the  Four  Star  firmament;  its 
quest  for  gourmet  greatness  last  year  wavered  a  little,  but  it  did 
not  "croak."  Jean  Georges  and  Le  Bernardin  are  superb,  and 
Lespinasse  is  gastronomically  glorious.  The  Fed's  monetary 
deflation  hasn't  affected  Alain  Ducasse's  out-of-this-world  prices 
(glass  of  red  wine,  $26),  but  the  fare  remains  firmly  Four  Star. 


March  is  where  food  and  its  enjoyment  inspire  an  almost  reli 
gious  reverence.  Still  fi^esh,  still  inventive,  still  packed  with  thi 
beautiful  people,  Nobu  would  be  a  Four  Star  eatery  even  ir 
Japan.  Pols,  bankers,  old-money  dowagers  and  every  manner  o 
mover  and  shaker  still  meet  at  "2i,"  the  quintessential  New  Yorl 
powerhouse,  to  broker  their  deals  over  the  famous  chicken  hash 


*  *  * 


Aureole 
Babbo 
Daniel 
Danube 

DB 
Donguri 
Eleven  Madison  Park 

Etats-Unis 
Gotham  Bar  &  GrUl 
Gramercy  Tavern 
Honmura  An 


II  Mulino 
Ilo 

La  Caravelle 

Lutece 
Montrachet 
Nippon 
Orso 
Patria 
Periyali 
Peter  Luger  Steak  House 


The  Red  Cat 
River  Cafe 
Russian  Tea  Room 

Shun  Lee  Palace 
Sparks  Steak  House 

Tabla 
The  Tasting  Room 
Union  Square  Cafe 
Veritas 
Vong 
Wallse 


This  galaxy  experienced  Nasdaq-like  turbulence,  with  numer- 
ous new  Stars  bursting  onto  the  scene  and  a  number  of  others 
flaming  out.  Newcomers  include  Babbo,  a  red  -hot  Italian 
eatery;  DB,  a  theater-district  culinary  delight;  The  Red  Cat,  a 
near-purrfect  spot  in  Chelsea;  Ilo,  just  opened  in  June,  produc- 
ing some  of  the  best  food  in  town;  and  Patria,  with  an  unusual 
Nuevo  Latino  menu  that's  topped  off  with  eye-popping,  archi- 
tectural desserts.  Serious  foodies  are  discovering  The  Tasting 
Room,  a  tiny  East  Village  haven  of  gastronomy.  Vong's  exotic 


combinations — e.g.,  chicken-and-coconut-milk  soup,  rockets 
it  back  into  the  Three  Star  firmament.  That  temple  of  testos- 
terone. Sparks,  still  boasts  the  best  beef  this  side  of  Brooklyn. 
II  Mulino's  manifold  choices  (the  specials  are  a  menu  unto 
themselves)  make  for  magnificent  meals.  Grande  dame  La  Car- 
avelle could  teach  younger  establishments  plenty  when  it  comes 
to  pampering  patrons.  Wallse  is  on  the  brink  of  Four  Stardom. 
Graceful  Nippon's  celestial  status  is  secure — what  a  surprise  to 
be  stepping  out  onto  the  streets  of  New  York  instead  of  Tokyo. 
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Special 

Alfama — This  lively  Lisbonesque  scene  enhances  an  appealing  potpourri  of  Portuguese  cuisine. 
Blue  Hill — Romantic  coach-house  setting  near  Washington  Square;  imaginative 
selections  using  ingredients  from  chef  s  farm. 
Bolo — Spanish  cuisine  in  hip-hop  scene  will  bolo  you  over. 
Brasserie — Great  for  breakfast  and  late-night  dining  (superb  french  fries),  with  a  combo 
fashion-runway-outer-space  decor. 
Bull  and  Bear — Midtown  men's-club-like  mecca,  with  better-than-club-like  meals. 
Cafe  des  Artistes — Stimulating  fare  in  a  stimulating  environment. 
Caffe  Grazie — Best  bet  to  pamper  your  palate  near  the  Met  museum. 
Chez  Josephine— Sflcre  bleu!  Soul-food- Fran(;ais  in  an  elegant,  bordelloesque  setting. 
City  Crab  and  Seafood  Co. — The  place  to  go  for  a  shore-good  dinner  in  the  city. 
Club  Guastavino — Superb  food  in  a  space  tucked  under  the  Manhattan  side  of  the  59th  Street  Bridge. 
Dial-a-Dinner — Use  your  fingers  rather  than  your  legs  to  get  yourself  some  great  eats  from  some  great  places. 
The  Dining  Room — Bustling  duplex  with  eclectic,  delectable  offerings. 
Gabriela's — South-of-the-border  cooking  on  the  Upper  West  Side. 
Hell's  Kitchen — Devilishly  delicious  Latin  meals. 
Keens  Steakhouse — Fine  beef  and  brew  in  perhaps  the  last  authentic  West  Side  saloon. 
Maya — Setting:  stunning;  service:  impeccable;  food:  exquisite  Mexican;  decibel  level:  bring  earplugs. 
Michael  Jordan's  Steak  House — Can't  beat  the  hang  time  above  Grand  Central's 
main  concourse  for  watching  the  world  go  by  while  you  eat. 
Mr.  Chow — Outstanding  Chinese  food  in  madcap  atmosphere  with  Italian-speaking  waiters. 
Mr.  K's — Amazing  multiregional  mix  of  Chinese  dishes — Canton,  Szechuan,  Hunan,  Peking  and 
Shanghai — served  in  the  Big  Apple's  most  beautiful,  dramatic  Chinese  restaurant. 
Osteria  del  Circo — Terrific  pre-theater  eatery;  the  paper-thin-crust  pizzas  are  especially  tasty. 
The  Park — Happening  place  in  a  dramatically  renovated  old  taxi  garage.  Most  impressive, 
aside  from  the  food,  is  the  large  tree  growing  up  into  the  vaulted  skylight. 
Pastis— Bubbly  bistro,  fantastic  fare. 
Payard  Patisserie  &  Bistro — To-die-for  desserts.  The  rest  of  the  menu:  magnifique. 
Petrossian — Caviar  heaven.  And  do  say  "da"  to  the  fine  food  served  with  it. 
Pinocchio — ^Your  nose  won't  grow  when  you  praise  the  pastas,  and  the  best  cheesecake  anywhere  is  served  here. 
Salaam  Bombay — Spice  is  indeed  nice  at  this  Indian  eatery. 
Second  Avenue  Deli — Kosher  and  fabulous. 
Seraf  ina — Some  may  say  "No  dice"  to  the  price,  but  the  pizzas,  pastas  and  other 
Italian  dishes  are  delicious. 

Serendipity  3 — Nutritionist's  nightmare,  but  heaven  on  Earth  for  those  who  have  an  affinity  for  better-than- 
ballpark  hotdogs,  syrup-drenched  French  toast  and  sensationally  rich  ice  cream. 
Strip  House — Outstanding  steaks.  Consult  your  cardiologist  before  ordering  the  goose-fat  potatoes. 
Sugiyama — Creative,  contemporary  Japanese  cuisine  means  an  experience  sublimely  supreme. 
Swifty's — Superstylish,  low-key,  superb. 
The  Tonic — Imaginative  American  menu  makes  for  mouthwatering  meals. 
Tribeca  Grill — Still  the  well-deserved  Downtown  center  of  American  bistro  fare. 
Turkish  Kitchen — Unassuming,  reasonably  priced  and  consistently  delivers  a  delightful  repast.  No  one 

does  fried  calamari  better. 
Zarela — Excellent  eatery  offering  marvelous  Mexican  menu. 
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OTHER  COMMENTS 


Liberty  without  learning  is  always  in  peril  and  learning 
without  liberty  is  always  in  vain. 

—JOHN  F.  KENNEDY 


Insuppressible  Spirit  While  America  is  a  relatively 

young  nation,  she  is  rich  with  tradition.  Not  even  the  Japanese 
bombing  of  Pearl  Harbor  severed  the  vital  connection  between 
the  public,  the  president  and  Christmas  traditions.  "Despite  the 
country's  grim  wartime  reality,  the  South  Lawn  was  opened  to 
the  general  public,  who  were  required  to  check  their  packages  at 
the  gate  before  entering,"  according  to  the  National  Park  Ser- 
vice's Web  site.  "As  twilight  approached.  President  Roosevelt 
and  British  Prime  Minister  Winston  Churchill  appeared  [and] 
spoke  to  the  crowd."  Both  delivered  appropriate  messages:  Roo- 
sevelt appealed  to  Americans  "to  arm  their  hearts  ...  for  the 
labor  and  suffering  and  the  ultimate  victory  which  lie  ahead." 
Churchill  encouraged  Americans  to  "let  the  children  have  their 
night  of  fun  and  laughter  ...  let  us  share  in  their  unstinted  pleas- 
ure, before  we  turn  again  to  the  stern  tasks  in  the  year  that  lies 
before  us.  By  our  sacrifice  and  daring,  these  same  children  shall 
not  be  robbed  of  their  inheritance  or  denied  the  right  to  live  in 
a  free  and  decent  world."  At  this  year's  ceremonies,  precisely  60 
years  later,  it  is  hoped  tradition  in  general  and  the  particular 
spirit  of  those  messages  have  not  been  lost. 

— Washington  Times 

Remove  This  Roadblock  in  1994  the  New  York 

City  Council  began  imposing  debilitating  regulations  on  com- 
muter vans.  These  restrictions  hurt  New  Yorkers  because  vans  both 
take  people  to  work  and  put  people  to  work.  Without  the  vans, 
thousands  of  people  would  not  have  a  safe,  affordable,  reliable  way 
to  commute.  Many  riders  work  minimum-wage  jobs  that  require 
a  two-leg  commute  each  way  each  day.  Inexpensive,  dependable 
vans  enable  them  to  reach  their  jobs — and  self-sufficiency.  The 


"Daddy  is  fiscally  huff." 


vans  operate  without  public  subsidies.  And  unlike  the  public  buj 
they  provide  riders  with  door-to-door  service.  This  flexibility 
especially  important  for  women,  the  elderly  and  all  commuti 
who  can't  walk  long  distances.  Even  the  limited  competition  vs 
pose  to  public  buses  has  sparked  improvements.  Free  bus-to-tr; 
transfers  have  reduced  fares  for  many  commuters  and  m« 
buses  have  been  added  to  shorten  waiting  times.  Vans  [shou 
be  recognized  as  essential  to  meeting  the  city's  transportati 
needs  [and]  the  Council  should  lift  the  restrictions  on  vans. 

— CHIP  MELLOR,  president  and  general  coun! 
Institute  for  Justice,  Daily  News  (New  Yoi 

All  in  a  Day^s  Work  Thomas  Walsh  hasn't  paid 
city  property  taxes  in  three  years.  "I  have  no  defense.  I  just ! 
behind,"  he  said  about  his  $3,500  in  back  taxes.  Walsh  is  I 
director  of  the  Lackawanna  County,  Pa.,  Tax  Claim  Bureau. 

—CHARLES  OLIVER,  Rea^ 

Way  to  Go  The  "commercialization"  of  the  [Christmil 
holiday  really  celebrates  so  much  more — including  the  hurrJ 
spirit  and  the  ideals  of  Western  civilization.  Those  ideals,  inclii 
ing  democracy,  free  markets  and  respect  for  the  individual,  a) 
even  things  like  optimism  and  joy,  have  brought  us  freeda 
health  and  prosperity  undreamed  of  in  earlier  generations  ai 
in  other  parts  of  the  world.  Yes,  being  constantly  bombard 
with  [Christmas]  displays  along  with  the  push  to  spend  on 
those  gifts  may  seem  frivolous.  But  that's  the  point.  What  a ' 
we  have  here  that  almost  all  Americans  can  revel  in  and  enj 
these  things.  And  no,  I  don't  feel  guilty  about  it.  The  prosper 
of  the  West  is  in  no  way  responsible  for  poverty  anywhere  elsel 
the  world.  Without  our  prosperity,  the  developing  world  woi| 
be  far  worse  off.  At  any  moment  any  country  in  the  world  cou 
begin  to  fully  share  in  that  prosperity  by  changing  their  repn 
sive  political,  economic  or  social  systems  to  emulate  ours. 

—BETSY  HART,  Chicago  Sun-Tin^ 

Regarding  Your  Regards  Politeness  is  as  mil 

concerned  in  answering  letters  within  a  reasonable  time,  as  il 
in  returning  a  bow,  immediately. 

—LORD  chesterfie: 

Dig  In  We  don't  make  enough  of  artichokes  in  this  count  I 
I  [Clarissa]  was  once  paid  to  go  and  teach  etiquette  to  Yuppi 
and  one  of  the  items  on  the  agenda  was  the  correct  way  to  i 
artichokes!  Come  back  Queen  Victoria!  Eat  them  as  you  f( 
inspired  and  use  your  fingers. 

— Two  Fat  Ladies:  Gastronomic  Adventures,  by  JENNIF 
PATERSON  &  CLARISSA  DICKSON  WRIGHT 
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GETS  how  to  teach  traditional  industries  ne 
GOT  IT  DONE  for  First  Union®  by  helping  to  identify  31 
new  economic  opportunities,  fronrr  immediate  cost  savings  to 
customer  acquisition,  growth  and  retention. 

STEVE  JOERN,  IBM  Business  Copsuit^nt 


THE  WORLD  HAS  CHANGED. 

The  clear  line  between  business  strategy  and  technology 
strategy  is  gone.  So  is  the  notion  that  technology 
implementation  follows  leisurely  behind  business  strategy. 

The  best  businesses  in  the  world  today  treat  technology 
advantage  as  an  ongoing  business  strategy.  They  expect 
to  execute,  upgrade  and  innovate  constantly. 

And  they  find  great  people. 


YOU  NEED  GREAT  PEOPLE. 

People  who  can  move  easily  between  concepts 
of  technology  and  concepts  of  business. 

People  like  Steve  Joern. 

And  thousands  of  other  strategic  consultants  at  IBM 

who  provide  concrete  business  models,  focused  strategies 

and  real-life  solutions  for  companies  in  dozens  of  industries. 

Including  yours. 


IBM  Business  Consultants.  Ask  for  strategy 


PEOPLE  WHO  GET  IT.  PEOPLE  WHO  GET  IT  DONE. 

ibm.coiTtServices^trategy 


Ernesto  Zedillo,  former  president  of  Mexico 


A  NEW  ROUND  AT  LAST 


;T  may  I  ARGUED  THAT  THE  CASE  FOR  A  NEW  ROUND  OF 
ie  liberalization  was  compelling  for  both  developed  and  devel- 
ng  countries,  and  I  listed  some  topics  that  should  be  included  in 
agenda  for  a  strengthened  multilateral  tradmg  system.  Admit- 
ly,  my  claim  seemed  like  wishful  thinking,  as  the  political 
inces  for  launching  a  new  round  were  rather  slim.  Strong  dis- 

eements  among  developed  and  developing  countries  and 
ochial  interests — as  evidenced  at  the  disgracefiil  1999  World 
.de  Organization  (WTO)  meeting — were  still  prevailing.  Dur- 

tlie  summer,  however,  conditions  began  to  change.  Key  devel- 
Ing  countries  began  to  admit  that  their  grievances  with  present 
angements  could  only  be  settled  in  a  new  round  of  comprehen- 
;  negotiations,  and  the  trade  representatives  of  the  U.S.  and  the 
ropean  Union  began  to  actively  support  holding  a  new  round. 
nicaUy,  the  tragedy  of  Sept.  11 ,  by  causing  economic  prospects 
oughout  the  world  to  worsen  and  by  making  leaders  reassess 
'  value  of  a  multilateral  approach  to  solving  global  problems, 
ated  a  sense  of  urgency  that  proved  decisive  in  the  go-ahead  for 

Nov.  9-14  WTO  ministerial  conference  in  Doha,  Qatar. 

I  was  there  as  a  member  of  a  WTO  advisory  panel.  Although 
)t  of  ironing  out  of  difficult  issues  had  been  done  in  previous 
)nths,  the  Doha  conference  began  with  significant  differences 
a  number  of  essential  issues.  It  took  effort,  imagination,  diplo- 
icy,  sensible  accommodation  and  nearly  an  entire  day  more 
in  originally  planned  to  forge  the  required  agreements.  Doing 
was  no  small  feat,  considering  the  complexity  of  the  issues 
olved  and  the  fact  that,  by  virtue  of  tradition  and  political  con- 
lience,  all  important  decisions  must  be  reached  by  unanimous 
isent.  Adherence  to  this  custom  gives  every  one  of  the  WTO's 
■mbers  an  effective  veto  power.  Negotiations  were  deadlocked 
'eral  times,  threatening  to  make  Doha  another  Seattle-like 
gicomedy.  But  in  the  end  the  results  were  certainly  positive. 

ibstantive  Agreements 

mbers  have  agreed  to  negotiations,  which,  if  successful,  will  sub- 
ntially  liberalize  world  trade,  both  in  merchandise  and  in  services. 
)ne  remarkable  goal  is  the  eventual  dismantling  of  the  huge  and 
fair  protectionism  rich  countries  exert  over  their  agricultural 
)ducts.  Comprehensive  agricultural  negotiations  should  lead  to 
luctions  in,  with  a  view  to  phasing  out,  all  forms  of  export  sub- 
ies,  as  well  as  to  significant  reductions  in  trade-distorting 
mestic  support.  The  new  round  will  also  lead  to  dismantling  the 
naining  protectionism  of  industrial  products. 
)eveloped  countries  agreed  to  address  the  difficulties  develop- 


ing countries  have  faced  in  implementing  past  WTO  agreements. 

•  To  stop  the  protectionist  abuse  of  antidumping  and  counter- 
vailing measures,  which  have  mushroomed,  it  was  agreed  to 
clarif)f  and  improve  the  use  of  these  instruments. 

•  There  is  a  commitment  to  negotiate  improvements  in  the  dis- 
pute-settlement mechanism,  the  heart  of  the  WTO's  value  as  an 
international  organization. 

•  Numerous  provisions  were  adopted  covering  the  necessary 
special  treatment  of  least-developed  countries  and  the  assistance 
they  need  to  build  their  capacity  to  produce  goods  for  interna- 
tional markets. 

•  Given  the  human  devastation  caused  by  AIDS  and  other  epi- 
demics, one  of  the  most  difficult  issues  tackled  concerned  the 
short-term  trade-off  between  intellectual-property  protection 
and  access  to  medicines.  Fortunately  the  Mexican  delegation, 
having  been  appointed  facUitator  for  this  problem,  was  able  to 
broker  a  solution,  balancing  intellectual-property  rights  with 
members'  rights  to  take  measures  to  protect  public  health. 

•  The  European  Union  brought  up  the  highly  divisive  issues  of 
the  relationships  between  trade  and  ijivestment,  trade  and  com- 
petition policy,  and  trade  and  the  environment.  Members  finally 
agreed,  with  significant  caveats,  to  launch  specific  negotiations  to 
deal  with  these  three  topics.  Many  countries  felt  protectionism 
was  behind  Europe's  insistence  on  these  matters,  particularly 
when  it  linked  the  fate  of  agricultural  negotiations  with  environ- 
mental negotiations.  Developing  countries  are  questioning 
Europe's  commitment  to  overhauling  its  highly  protectionist 
agricultural  policy.  Only  action  will  dissipate  this  concern. 

Just  the  Beginning 

Against  all  odds  this  new  round,  now  called  a  work  program,  was 
launched.  There  is  now  a  good  basis  for  extending  free  trade  and 
making  it  more  just  and  responsive  to  the  interests  of  developing 
countries.  For  economic,  political,  social  and  security  reasons,  this 
was  a  good  time  to  give  new  impetus  to  world  economic  integra- 
tion. Yet  the  Doha  outcome  is  just  the  begmning  of  an  extremely 
complex  process  that  is  to  be  finished  by  early  2005.  The  translation 
of  the  Doha  agreements  into  a  freer  and  reinforced  trading  system 
will  depend  on  the  details  worked  out  during  the  negotiations 
ahead.  Many  stumbling  blocks  will  need  to  be  removed,  one  of  them 
being  the  U.S.  government's  lack  of  trade-promotion  authority. 
Plenty  of  enlightenment,  flexibility,  goodwill  and  generosity  will  be 
required  for  the  promise  of  Doha  to  be  transformed  into  a  tangible 
and  beneficial  2 1  st-century  reality.  It  must  be  done.  F 
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"CVn-l-k^^  j  Ernesto  Zedillo,  former  president  of  Mexico:  Lee  Kuan  Yew,  senior  minister  of  Singapore;  and  Paul  Johnson,  eminent  British  historian  and 
i^^^^Kicoin  I   author:  in  addition  to  Forbes  Ciiairman  Caspar  W.  Weinberger,  are  now  periodically  writing  this  column.  To  see  past  Current  Events  columns, 


it  our  Web  site  arwww.forbes.com/currentevents. 
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SEE,  HEAR  AND  FEEL  THINGS  LIKE  NEVER  BEF 
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Rich  Karlgaard,  publisher 


LEr S  TRY  CAPITALISM 


NG  OUT  WHERE  I  DO— IN  SILICON  VALLEY  AND  NEW  YORK— 
d  you'll  want  to  bid  2001  good-bye  and  immediately  change 
ir  locks.  What  a  lousy  year,  indeed.  The  fancy  wording  for  lousy 
ir,  by  the  way,  is  annus  horribilis.  This  gorgeous  phrase,  evoking 
^al  pains  in  the  you-know-where  (poetically,  of  course), 
lieved  its  pop  Latin  moment  a  few  years  back  when  Queen 
zabeth  II  summoned  it  to  mourn  a  dreadful  year  of  buffoonery 
her  brood.  One  can  only  wish  such  trifling  burdens  upon  the 
w  York  widow  in  her  annus  horribilis. 

I've  burdened  the  FORBES  reader  with  many  horribilis 
ck  picks  this  year,  and  I  apologize.  Basking  as  I  do  in  the 
antry's  best  climate  inside  a  few-square-mile  patch  where 
untiful  risk  capital  fertilizes  the  world's  best  entrepreneurs 
J  practically  overnight  grows  companies  like  Sun,  Oracle, 
ico,  Juniper,  Ebay  and  Siebel,  supreme  irrational  exuberance 
ny  default  mode.  So  when  Nasdaq  hit  3000,  "jump  in  with 
jr  boots,"  I  said.  "Buy  till  it  hurts,"  I  urged  at  2500,  and 
lortgage  your  wife  and  kids,"  at  2000. 

Seasoned  observers  will  tell  you  that  an  equity  boom  the 
:s  of  1995-2000's  must  end  badly.  All  booms  peter  out,  true. 
11,  let's  kill  the  idea  that  our  recent  one  had  to  collapse  like  a 
.m.  drunk.  It  is  now  clear  that  deflation  and  bad  regulation 
telecom  have,  unnecessarily  and  dumbly,  stranded  the  econ- 
ly  in  deep  mud. 

agedy  to  Farce 

flation,  as  marked  by  the  price  of  gold,  began  around  1996. 
A?  saw  it  at  first,  because  the  monster  slipped  in  undetected 
d  hid  behind  a  roaring  stock  market  and  upward  salary 
;ssures.  Nevertheless,  gold  (and  other  commodities)  told  a 
"ferent  tale.  Severe  price  drops  in  commodities  eerily 
)layed  the  1920s,  when  another  roaring  stock  market  hid 
ather  baby  depression  in  farm  and  commodities  prices.  In 
th  cases  the  Federal  Reserve  made  the  mistake  of  withdraw- 
;  liquidity  and  jacking  up  interest  rates  when  it  should  have 
;ed  them  or  left  things  alone. 
Tragedy  the  first  time.  Farce  now. 

The  Telecom  Reform  Act  of  1996  was  written  with  every 
od  intention.  It  guaranteed  that  telecom  startups  could  "co- 
:ate"  their  new  high-speed  gear  at  the  facilities  of  big,  old 
one  companies.  This  sounded  like  a  terribly  cool  idea  at  the 
le,  because  the  big  phone  companies  were  notoriously  slow 
d  averse  to  risk.  Why,  they  preferred  paying  dividends  to 
:ir  aging  shareholders  in  Chad  Land  to  plowing  money  back 
;o  R&D!  Why,  with  such  hidebound  practices  the  digital 
aadband  highway  might  take  forever  to  build!  In  the  mean- 
^e  the  Europeans  might  run  over  us  with  their  3G  wireless. 


Losing  out  to  the  Finns  would  never  do.  So  why  not,  mused 
the  Clinton  Administration,  force-inject  some  Silicon  Valley 
startup  mojo  into  the  grid  and  watch  what  happens? 

One  must  applaud  the  thinking.  Put  pressure  on  the  big,  old 
phone  companies — nothing  wrong  with  that.  Only,  in  practice, 
the  plan  didn't  work  out  as  intended.  Hundreds  of  little  telco 
startups,  believing  the  1996  law  gave  them  instant  access  to  cus- 
tomers and  revenue  streams  without  steep  entry  costs,  got 
funded  to  the  tune  of  tens  of  billions  of  dollars.  Meanwhile,  the 
big,  old  phone  companies  used  perfectly  legal  means  to  thwart 
co-location  by  the  startups.  "Bloody  murder!"  screamed  the 
1996  Telecom  Reform  Act  authors  at  these  blatant  stalling  tactics 
by  the  old  guard.  The  old  guard  couldn't  have  cared  less.  They 
donned  earplugs  and  acted  in  their  own  rational  self-interest. 

The  1996  Telecom  Reform  Act  failed  precisely  because  it  did 
not  account  for  rational,  self-interested  behavior.  Here,  once 
more,  was  your  typical  liberal  "good  intentions"  legislation 
making  matters  worse. 

The  only  way  to  undo  the  1996  Telecom  Reform  Act  debacle 
is  to  let  the  big  phone  companies  own  their  facilities,  outright. 
Let  them  take  the  chance  of  throwing  big  bucks  at  broadband.  If 
their  bet  turns  up  sevens,  let  them  roll  in  riches,  and,  if  not,  go 
bust  without  government  help.  It's  called  capitalism,  folks.  Sure 
enough,  it's  done  the  trick  for  computers  and  software.  Give 
capitalism  a  chance  in  telecom,  too. 

Heartburn  or  Inhalation  Anthrax? 

Here's  a  thought  experiment  to  ponder  with  your  holiday  sweets 
and  coffee.  If  the  Federal  Reserve  had  kept  the  dollar  priced  to 
$350-an-ounce  gold  during  the  boom,  and  if  the  FCC  had  done 
the  right  thing  and  turned  telecom  over  to  private  hands  in  1 996, 
where  would  the  American  economy  be  now?  No  doubt  Nasdaq 
would  have  corrected  anyway.  By  early  2000  Yahoo  was  absurdly 
rich  at  a  $100  billion  valuation.  IPOs  were  coming  down  the 
chute  like  quarters  in  a  Vegas  slot  machine.  Too  many  startups 
in  the  1999-2000  production  runs  looked  more  like  concepts 
than  companies.  Nasdaq  at  4000?  3500?  Taking  the  terrorist  at- 
tacks into  account,  maybe  3000?  Hard  to  teU.  Nasdaq  has  always 
resisted  hard  analysis.  But  somewhere  in  that  range  feels  right. 

The  American  economy  would  be  suffering  heartburn,  not 
inhalation  anthrax. 

One  thing  I  do  know.  It  sure  would  be  nifty  if  the  gravest 
threat  to  America's  major  air  carriers  were  not  terrorism  but 
small  jet  taxis  and  terabit  teleconferencing.  We'll  get  there  yet.  F 


InV^fl^AC  I  ^°  ^^^^  Digital  Rules  columns,  visit  our  Web  site  at 
^^^Si!,^^>  I  www.forbes.com/karlgaard. 
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Danger:  Yield  Curve  Ahead 

Bank  of  America  is  profiting  from  rate  cuts.  Are  its  traders  hedging— or  gambling?  by  Bernard  cond  on 


BANK  OF  AMERICA'S  KENNETH  LEWIS  HAS  MOVED  FAST 
to  distance  himself  from  the  empire-building  of  his  pre- 
decessor, Hugh  McColl,  who  struck  60  deals  in  16  years. 
Since  April,  when  Lewis  was  promoted  from  president 
to  chief  executive,  he  has  closed  down  the  bank's  auto- 
leasing  business  and  shed  low-profit  commercial  loans.  Lewis 
has  pulled  back  from  big  borrowers,  such  as  Wal-Mart,  that  have 
not  let  him  in  on  lucrative  underwritings.  Assets  are  down  from 


$680  billion  at  their  peak  in  June  last  year  to  $640  billion. 

Cherishing  profits  more  than  size  has  paid  off.  Lew 
increased  high-yielding  consumer  lending,  such  as  credit  ca 
advances,  12%  last  quarter.  Net  interest  income,  a  crucial  indie 
tor  of  profitability,  is  up  14%  in  the  third  quarter  to  $5.3  billio 
Net  interest  margin — net  interest  income  divided  by  intere.' 
bearing  assets — is  up  more  than  two-thirds  a  percentage  poii 
the  biggest  jump  among  the  nation's  top  25  banks  and  twice  th 


D.H.  ANKEN 
JR..  First 
[      Bank  chair- 
k     man,  loses 
f     $500  millior 
in  1988  bet 
rates  wili  fal 
Later  resign 


Rate 
Yikes 

Big  bets  of  past 
that  turned  ugly. 


MICHELE 
SINDONA,  control- 
ling sliareholder  of 
Franklin  National  in 
1974,  hides  bad 
interest  rate  bet, 
leading  to  biggest 
U.S.  bank  failure. 


JOHN  R. 

BUNTING,  chief  of 
First  Pennsylvania, 
loses  big  on  bonds 
in  1979  as  short- 
term  rates  double, 
prompting  nation's 
biggest  bailout. 
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he  second-biggest  gainer. 

Wall  Street  likes  the  new  look  in  this  economic  slowdown. 
;  Charlotte,  N.C.-based  bank's  shares  are  up  24%  this  year, 
npared  with  a  9%  decline  in  the  Philadelphia  bank  index. 
What's  not  to  Uke?  The  distinct  possibility  that  some  of  this 
ik's  good  fortune  is  an  artifact  of  the  yield  curve,  the  spread 


Straddling  the  Gap 

Bank  of  America  is  profiting  from  the  gap 
today  between  short-  and  long-term  rates. 
But  if  the  lines  cross  back  again,  big  gains 
can  turn  into  big  Josses.  n 

7%  : 

ii;^^,  

g     ^^^V*S-k  U.S.  Treasury  5-yr  yield; 


4 


iveen  short-term  money  market  rates  and  longer-term  inter- 
rates.  Half  of  the  $648  million  gain  in  net  interest  income  in 
third  quarter  and  59%  of  the  second-quarter  increase  came 
n  the  whizzes  at  the  bank's  treasury  department  making  bets 
this  yield  spread,  using  interest  rate  swaps.  You  need  a  mag- 
ing  glass  to  catch  this  action,  but  it's  there,  buried  in  two  tiny 
tnotes  in  the  bank's  72-page  Securities  &  Exchange  Commis- 
1  filing  for  the  three  months  ended  in  September. 
Bank  of  America  says  its  rate  swaps  are  standard  industry  prac- 
,  a  way  to  hedge  against  interest-rate  risk.  It  could  well  be  the 
;  that  a  portion  of  its  derivatives  trading  is  indeed  defensive  in 
are — ^bank  balance  sheets,  after  all,  are  extremely  complex.  But 
e  that  the  rate-swap  winnings  here  are  pretty  significant:  9.4% 
)retax  operating  income  last  quarter,  and  20%  of  pretax  in- 


come. According  to  swap  traders,  the  bank's  bets  are  so  large — $45 
billion  in  net  received  fixed  payments  at  the  end  of  the  third  quar- 
ter— it  could  take  as  long  as  three  weeks  to  unwind  the  trades. 

So  far  this  year  Alan  Greenspan  has  done  the  banking  indus- 
try a  huge  favor  with  the  cumulative  4.5-percentage-point  cut  in 
overnight  money  rates.  Banks  tend  to  do  well  when  rates  fall  be- 
cause they  usually  lower  the  yields  on  liabilities  (like  deposits)  faster 
than  )delds  on  assets  (like  commercial  loans).  Apart  fi-om  that,  a 
bank  can  profit  fi-om  declining  rates  simply  by  borrowing  short  and 
lending  long.  One  way  to  do  that  is  to  load  up  on  Treasury  bonds. 
Another  way  is  with  swaps.  A  swap  trader  can  agree  to  collect  a 
yield  pegged  to  medium-  or  long-term  rates  while  committing  to 
pay  a  yield  pegged  to  overnight  rates. 

Why  don't  all  banks  make  huge  spreads  doing  just  that? 
Because  playing  with  the  yield  curve  is  risky.  What  happens  if 
rates  climb?  That  raises  the  cost  side  of  the  equation  while  low- 
ering the  value  of  the  asset  (a  Treasury  bond  or  the  other  side  of 
the  swap)  that  delivers  the  fixed-income  stream. 

"It's  one  thing  for  George  Soros  to  bet  on  interest  rates  with 
rich  people's  money,"  says  David  Hendler  of  Creditsights,  a 
research  firm  in  New  York,  "but  do  regulators  really  want  Amer- 
ica's biggest  retail  bank  betting  with  mom  and  pop's  money?" 

Witness  what  happened  to  the  old  Banc  One  when 
Greenspan  started  cutting  rates  after  the  last  recession.  In  1 992 
swaps  accounted  for  27%  of  the  lender's  profits.  The  bank 
couldn't  profitably  get  out  of  its  swaps  when  the  Fed  started  hik- 
ing rates.  It  eventually  had  to  take  a  $235  million  writeoff,  end- 
ing 25  years  of  profit  gains. 

Bank  of  America's  treasurer,  Alvaro  de  Molina,  says  the  swap 
gains  stick  out  because  his  bank  figured  out  faster  than  rivals  did 
that  the  economy  was  tanking,  and  started  swapping  early.  "We 
have  a  better  view  of  the  economy  than  most,"  he  boasts.  Should 
the  Fed  raise  rates,  he  says,  some  of  the  bank's  business,  such  as 
variable-rate  loans,  will  benefit  enough  to  offset  swap  losses.  In 
mid-November  de  Molina  said  he  had  pulled  back  a  bit  on  his 
swap  position,  expecting  only  one  more  rate  cut  out  of  Greenspan. 
He  said  he  was  more  worried  about  a  protracted  slowdown  and 
not  being  able  to  cut  deposit  rates  than  about  his  swaps. 

Keep  your  fingers  crossed.  BofA  piled  up  $2.4  billion  in 
paper  losses  in  1999  betting  wrongly  that  rates  would  fall.  The 
bank  decided  not  to  recognize  the  loss  on  its  income  statement 
in  a  gamble  that  time  would  reverse  the  loss.  It  did. 

Lewis  has  vowed  to  maintain  the  bank's  net  interest  income 
while  slashing  another  $25  billion  in  assets.  He  can  do  that  as 
long  as  his  swap  experts  keep  pouring  trading  profits  into  the 
income  stream.  If  they  lose  their  touch,  the  net  interest  margin 
will  be  under  severe  strain.  F 


ERNEST 
FLEISCHER, 
Franklin  Savings 
chairman  in 
1990,  loses  yield- 
curve  gamble, 
leading  to  seizure 
by  regulators. 


RICHARD  LODGE, 
senior  VP  at  Banc 
One,  bets  big  with 
interest  rate  swaps 
in  1992,  leading  to 
writeoff  that  ends 
25  years  of  profit 
gains. 


ALAN 

GREENSPAN 

cuts  funds  rate 
450  basis  points 
this  year,  tempt- 
ing banks  to  take 
yield-curve 
gambles  again. 
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JUJTFRONT 


Productivity  Weakness  Explained 

Your  workers  aren't  getting  much  done?  The  problem 
starts  in  the  mailroom  by  mattheW  swibel 


WOLFERMAN'S  ENCLISII  MUFFINS 
decided  that  6  million  catalogs 
sent  to  home  addresses  this  sea- 
son wouldn't  do  the  trick,  so  it  sent 
another  2()(),()00  to  people  at  their  offices. 
"How  else  do  you  fight  against  the  glut  of 
catalogs  getting  to  people  at  home?"  says 
Wolferman's  consultant  Steven  TroUinger 
of  direct  marketing  agency  J.  Schmid  & 
Associates  in  Shawnee  Mission,  Kans. 

Deskbound  workers  order  perhaps 
75%  of  goods  sold  on  the  Web.  It  didn't 
take  long  for  companies  to  realize  that  it 
might  make  sense  to  send  catalogs  to  con- 
sumers at  work.  "It's  the  last  untapped 


market  for  consumer  junk  mail,"  says 
Paul  Bobnak,  director  of  the  Who's  Mail- 
ing What  Archive,  a  library  of  direct-mail 
pieces. 

This  year  J.  Crew,  L.L.  Bean  and  Bar- 
neys New  York  are  sending  catalogs  to 
consumers  at  work.  So  is  vacuum- 
maker  Oreck,  of  all  vendors.  J.  Crew 
hopes  to  inspire  bosses  to  order  $198 
blazers  and  $12  T  shirts.  Nice  way  to 
cheer  up  those  stiffed  on  bonuses. 

Some  500  million  pieces  of  consumer 
direct  mail  out  of  90  billion  sent  in  2000 
arrived  at  the  office,  estimates  Junkbusters, 
a  gadfly  group  in  Green  Brook,  N.J.  Junk- 


busters would  like  to  see  this  torre 
shrink  to  a  trickle.  Since  that's  not  like 
to  happen,  perhaps  it  would  settle  foi 
mail-order  trash  can. 


e^na  Nate's 
Excellent  Adventure 

Job  seekers  can  learn  a  lot  from  two  scrappy  characters  making 
cold  calls  while  living  in  a  recreational  vehicle  by  joanne  cordon 


HAVING  TROUBLE  GETTING  A  JOB  INTERVIEW?  YOU  MIGHT 
be  inspired  by  two  guys  from  Laguna  Beach,  Calif,  named 
Michael  Marriner  and  Nathan  Gebhard.  Using  chutzpah 
and  persistence,  they  landed  interviews  with  140  executives  of 
such  companies  as  Nordstrom  and  Starbucks  over  the  last  two 
years.  Not  only  that,  they  wrangled  $120,000  in  cash  and  goods 
from  companies  to  finance  their  journey. 

No,  this  is  not  a  scam,  but  it's  a  good  lesson  in  the  value  of 


Michael  Marriner,  Nathan  Gebhard  and  aidi 

cold-caUing.  The  two  began  the  adventu 
while  at  Pepperdine  University,  cluele 
about  what  to  do  after  graduation.  C 
Gebhard's  dad's  advice  they  set  out  askii 
people  about  their  careers,  using  a  man] 
green-and-blue  recreational  vehicle 
transport.  This  fall  they  filmed  their  inte 
views  for  a  documentary  about  careers. 

"We're  naive  enough  to  believe  that  i 
can  just  call  up  Michael  Dell,"  says  Ma 
riner,  24,  who  majored  in  biology.  Thi 
did,  and  when  told  to  fax  their  reque 
Gebhard,  25,  who  studied  business,  p 
his  face  on  a  copier  and  wrote,  "H 
Michael,  check  us  out!"  They  eventual 
got  15  minutes  with  Dell  in  their  RV. 
spokesperson  said  Dell  likes  to  stay 
touch  with  "fresh  minds." 

Such  gumption  also  got  them  to  s 
lattes  v\rith  Barnes  &  Noble  Chief  Leonal 
Riggio,  eat  pizza  with  Linux's  Linus  Tc 
valds  and  meet  Supreme  Court  Justice  Sa 
dra  Day  O'Connor. 
The  pair  got  something  better  from  Merck:  $70,000  f 
expenses.  Nike  gave  $3,000  worth  of  clothes,  and  Herman  Mil 
stocked  their  trailer  with  $9,000  in  furniture  for  campus  visi 
The  duo  chat  up  their  sponsors  as  "cool"  when  interviewing  c( 
lege  students  about  career  goals. 

Marriner  and  Gebhard  want  to  start  a  business  that  haw 
career  advice  to  the  young  and  directionless.  They  might  fine 
bigger  market  advising  the  old  and  unemployed. 
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ONE  WORD  BEFORE  YOU  VENTURE  OFF  INTO  THE 
WILDERNESS  WITHOUT  ONSTAR*:  "DELIVERANCE." 


Chew  Tditif  yix  es  \'ou  the  p>  nver  ro  explrirc  the  most  a-mote  places.  And  the  confidence  to  know  you'll  get 


back.  Widi  a\'ailable  OnStar,'  no  matter  wh;  it  rtviuhic  w  h  i  encounter,  an  Advisor  is  rcadv  to  help  at  die  touch 


of  a  hurton.  ne.siijfnecl  with  poweifiil,  ad\'anced  engines  and  the  hi.yhest  iiiimher  of  safety  and  security'  features 


in  its  history',  the  i^ew-generation  C_^he\T  Tihoe  is  n-.  iw  here  ik'  ir      ri  ling.  800-950-24-38  or  chevrolet.com 


Horse  Doctor 

One  very  industrious  abortion  doc  may  soon  be 
coming  to  your  living  room  by  elisa  Williams 

El )WARD  ALLREl)  MUS I  1?H  SOME  KIND  OF  MASOCHLST.  IN  HIS 
day  job  as  a  physician,  lie  runs  the  nation's  largest  privately 
held  chain  of  abortion  clinics.  His  Family  Planning  Associ- 
ates Medical  Group  generates  $70  million  in  annual  revenue  and 
some  $5  million  in  profit,  as  well  as  the  occasional  death  threat 


But  Allred,  65,  knows  how  to  make  lemonade  out  of  lemc 
"I've  been  known  as  a  scrapper,"  Allred  smiles  from  his  favc 
Friday-night  perch  at  his  trackside  club,  where  guests  dine 
blackened  halibut  and  place  bets  from  tabletop  wagering  termii 

Unlike  many  other  suffering  horse  tracks,  Los  AJamitos 
seen  its  daily  handle,  or  total  betting,  increase  3%  to  5%  a  yeai 
$1.3  million,  despite  the  fact  that  attendance  has  slipped  by 
annually  since  1996.  Allred  credits  that  to  his  decision  to  sin 
cast  races  to  other  tracks. 

Next  year  his  racetrack  stands  to  gain  a  windfall  when  1 
horse  racing's  equivalent  of  ESPN,  extends  its  evening  broadi 


EdwariLAIIred  rh 


ilsion  from  medical  school  by  buying  a  racehors 


from  antiabortionists.  For  kicks,  he  owns  the  Los  Alamitos  Race 
Course  in  Orange  County,  Calif,  which  is  part  of  a  lame  indus- 
try that  has  been  stumbling  for  years.  With  a  herd  of  500,  he's 
the  nation's  largest  breeder  and  racer  of  quarter  horses,  the  beefy 
stepsisters  to  the  sleek  Thoroughbreds. 


by  two  hours  with  the  advent  of  phone  wagering  in  Califor 
Now  viewers,  anywhere  it's  legal,  including  out  of  state,  can 
in  a  bet.  Los  Alamitos'  signal  will  get  pumped  into  7.6  mill 
living  rooms  during  West  Coast  prime  time,  giving  AUred's  ti 
as  much  visibility  on  the  fledgling  channel  as  Kentucky's  stoi 
Churchill  Downs,  and  providing  S( 
of  the  only  late-night  racing  on 
East  Coast. 

Allred  is  nothing  if  not  an  ico 
clast.  As  a  combat  surgeon  statioi 
at  a  cushy  hospital  in  Saigon  dur 
the  Vietnam  War,  he  was  shipped 
to  the  front  near  the  Cambodian  b 
der  for  daring  to  live  in  a  house 
base.  Before  that,  he  skirted  expuls 
from  Seventh-day  Adventist  Lo 
Linda  University  medical  school  a 
buying  his  first  racehorse  while  stil 
school. 

More  recently  Allred  sued  one 
the  abortion  rights  movemei 
biggest  nonprofit  advocates,  Plani 
Parenthood,  for  wooing  the  Kai 
Permanente  HMO  away  from  his  ah 
tion  clinics.  He  lost  the  battle  last  \ 
when  California  legislators  intervei 
in  the  dispute. 

His  latest  scrape  is  over  gett 
slot  machines  into  Los  Alamitos 
the  two  years  since  his  other  pai 
owned  track,  Ruidoso  Downs  in  N 
Mexico,  added  300  slots,  the  tr; 
went  from  losing  about  $1  millio 
year  to  making  a  profit.  But  gett 
slots  into  Los  Alamitos  will  mt 
fighting  Indian  tribes  and  Nev^ 
interests  to  change  the  state  consti 
tion,  which  limits  one-armed  banc 
to  Indian  casinos. 

Allred  is  characteristically  unfaz 
"We're  going  to  get  into  the  fight." 
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Payout 

Times  of  terror  are  good  times  for  hacker  insurance. 

BY  GHANA R. SCHOENBERGER 

MARY  GUZMAN,  A  SENIOR  VICE  PRESIDENT  AT.MARSH,  A 
unit  of  Marsh  &  McLennan,  the  world's  biggest  insur- 
ance broker,  lias  been  preaching  the  gospel  of  hacker  in- 
surance for  two  years  now.  Since  Sept.  1 1  companies  have  finally 
been  listening  to  her  pitch.  Online  vandalism  is  not,  of  course,  the 
same  sort  of  thing  as  mass  murder,  but  the  war  on  terrorism  has 
corporate  types  biting  their  fingernails  about  all  sorts  of  risks. 
In  the  two  weeks  after  the  attacks,  four  clients  dalled  her  Atlanta 
office  to  ask  about  the  coverage.  "We're  in  the  I-told-you-so  phase 
now,"  says  Guzman. 

Hacker  insurance,  a  niche  policy  offered  by  firms  such  as  AIG, 
Chubb,  Zurich  Financial  Services  and  Lloyd's  of  London,  covers 
lost  e-commerce  sales,  the  cost  of  private  investigators  to  hunt 
down  hackers,  liability  resulting  from  consumer  lawsuits  and 
even  ransom  payments  to  cyberextortionists.  Annual  premiums 
range  from  1%  to  8%  of  the  coverage  limit,  although  tight  net- 
work security  can  get  you  a  discount.  The  market,  estimated  at 
$75  million  in  premiums  this  year,  is  supposed  to  hit  $2.5  bil- 
lion by  2005,  according  to  the  Insurance  Information  Institute. 

AIG,  always  quick  to  rush  into  exotic  risks,  is  the  early  leader 
in  hacker  insurance,  with  a  70%  market  share.  It  issued  1,500 
policies  since  January  2000,  with  sales  doubling  in  2001. 
Inquiries  are  up  some  40%  since  the  attack  on  the  World  Trade 
Center.  "People  are  learning  the  importance  of  business  conti- 
nuity and  disaster  planning  and,  of  course,  data  backup,"  says  Ty 


R.  Sagalow,  chief  operating  officer  of  AIG's  eBusiness  Risk  Sol 
tions  group. 

What's  pushing  companies  into  these  policies  is  the  fear  t\ 
insurers  will  begin  specifically  striking  hack-related  covera 
from  general  property  and  casualty  policies  once  claims  beg 
escalating,  just  as  they  did  in  the  1990s  with  sexual  harassmc 
discrimination  and  pollution  liabilities.  "What  I  see  comi 
down  the  road  is  a  sort  of  Internet  exclusion,"  says  the  risk  ma 
ager  of  a  southern  bank,  in  talks  to  buy  $75  million  worth 
hacker  coverage  from  Chubb. 


The  Rename  Game 

After  spending  two  years  and  $200 
million  on  squeaky-clean  image 
ads,  Philip  Morris  is  hoping  its  new 
name,  Altria,  can  bleach  out  the  150-year- 


old  nicotine  stains  of  its  cigarette  busi- 
ness. New  handles  are  all  the  rage.  Over 
the  past  decade  the  number  of  applica- 
tions filed  for  a  new  federal  trademark 
has  almost  tripled.  Consulting  firms  such 
as  Landor,  which  came  up  with  Altria,  can 


C. 


Andersen 
Consulting 


E  4s; 


B. 


uuhittman-hart  (ffi) 


charge  upwards  of  $100,000  per 
moniker.  Rumor  has  it  that  namers  have 
been  trying  to  pass  off  versions  of  altus 
Latin  for  "high,"  for  years.  Below,  try  to 
match  the  old  logos  with  their  makeovei 
—Phoebe  Brava 


AMERJCAN 
BRANDS  INC 


Connect  the  old  logos  above  with  their  new  looks  below 
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Get  Shorty 

Carolyn  Short  used  to  prosecute  murders.  Now 
she  takes  on  dubious  employee  discrimination 
suits  in  Philadelphia  |  by  joanne  Gordon 


HE  VAST  MAJORITY  OF  DISCRIMINATION  CASES  ARE 
hogwash,"  rants  Carolyn  Short.  She's  just  getting  started. 
M  "Someone  gets  offended  by  a  joke  they  hear  in  the  hallway, 
and  they  sue.  Give  me  a  break!"  She  has  more:  "There's  nothing 
worse  than  having  someone  call  you  a  discriminator,  except  to 
be  convicted  of  it." 

Short  says  all  this  with  the  confidence  of  a  combative  trial 
lawyer,  which  she  is.  A  partner  at  Philadelphia  law  firm  Reed 
Smith,  the  fiery  Short,  46,  has  a  reputation  as  a  must-have  lawyer 
for  companies  defending  against  employee  suits.  She  has  han- 
dled about  100  over  the  last  decade.  Earlier  this  year  Philadel- 
phia's Legal  Intelligencer  called  her  one  of  the  city's  most  feared 
corporate  defense  attorneys.  This  is  not  a  new  label  for  the  $335- 
an-hour  attorney.  When  she  was  24  a  federal  judge  nicknamed 
her  the  Dragon  Lady. 

All  of  which  positions  her  well  for  the  anticipated  rise  in 
demand  for  her  services.  Discrimination  and  harassment  suits 
against  corporations  are  expected  to  spike  in  the  wake  of  recent 
layoffs  (943,000  among  Forbes  500  companies,  as  tracked  by 
Forbes.com).  Between  1990  and  last  year  the  number  of  employ- 
ment cases  filed  with  federal  courts  almost  tripled  to  21,000, 


though  growth  has  been  flat  in  recent  ye 
The  big  action  lately  has  been  in  high-proj 
class  suits  against  such  companies  as  Co( 
C^ola,  Kroger  and  Merrill  Lynch. 

Like  most  lawyers.  Short  settles  far  mt 
claims  than  she  tries  in  court— about  a 
to-1  ratio.  She's  gone  to  trial  in  about  t] 
dozen  suits,  including  both  employm^ 
and  contract  disputes,  winning  all  but  o| 
She  tries  cases  with  the  same  zeal  that  i 
once  used  to  prosecute  murderers  ai 
muggers  as  an  assistant  district  attorney 
Philadelphia  in  the  1980s.  After  six  yei 
trying  850  nonjury  felony  cases  and  abfl 
50  major  felony  cases,  mostly  homicidi 
she  had  enough  of  death  and  violence  al 
decided  to  focus  on  employment  law  at 
commercial  litigation. 

Short's  clients  have  included  the  Philac^ 
phia  Stock  Exchange,  Ceridian  and  PECO  ^ 
ergy.  Earlier  this  year  she  defended  General  I 
cident  against  a  52-year-old  in-house  atton) 
who  charged  the  company  with  age  and  d 
ability  discrimination  (he  had  a  heart  corn 
tion)  after  he  was  fired.  Lest  the  jury  symj 
thize  with  him.  Short  launched  into  I 
cross-examination  of  the  plaintiff  with  qu 
tions  drawn  from  his  subpoenaed  psycholo 
cal  records.  Was  he  suicidal?  she  asked  hi 
Hadn't  he  told  his  psychologist  that  he  v 
going  to  shoot  himself  in  the  office  to  ma 
everyone  feel  bad?  "It  was  a  dangerous  tactj 
she  says,  because  it  could  have  turned  the  jil 
against  her.  But  she  wanted  to  discredit  h 
quickly.  The  jury  found  in  favor  of  the  company  on  all  four  coui 
Unrelenting,  she  once  spent  hours  on  the  phone  to  conviji 
a  potential  witness  to  interrupt  his  vacation  and  fly  to  Philad 
phia  because  his  testimony  would  help  her  client.  Her  frai 

When  she  was  24  a  federal  judge 
nicknamed  her  the  Dragon  Lady. 

questioning  has  made  witnesses  cry  on  the  stand.  She  rc 
tinely  subpoenas  psychiatric  records  as  far  back  as  ten  years  i 
plaintiff  claims  his  or  her  workplace  was  hostOe. 

"For  every  500  pages  of  documents,  you  get  two  lines  tl 
will  help  you,"  she  says.  Adds  law-firm  colleague  Sara  Beg! 
"Everyone's  afraid  of  Carolyn." 

Adversaries  publicly  praise  her  toughness,  though  soi 
complain  she  pushes  the  hmits.  In  August  plaintiff  attornt 
appealing  a  racial  discrimination  finding,  also  involving  Gene 
Accident,  claimed  that  Short  misstated  facts  to  the  jury  and  pi 
sonally  attacked  the  plaintiff  attorneys  in  court.  Short  says  1 
accusations  are  ridiculous.  The  appeal  is  pending. 
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Add  color. 
Reach  people. 


Adding  color  makes  a  business  presentation  come  alive. 
It  helps  connect  people  and  ideas.  That's  the  power  ot  color. 
And  that's  the  power  you  get  from  the  Sharp  AR-C160  Digital  Color  Imager. 
It's  like  having  direct  access  to  a  color  copying  center  right  from  your  desktop. 
Only  there's  no  waiting.  No  overpayment.  Just  quick,  easy,  eye-catching  color 
communications.  For  presentations.  For  proposals.  For  any  color  document 
you  need  to  output  or  duplicate,  our  latest  Digital  Imager  is  an  original. 
Incredibly  efficient.  Remarkably  reliable.  It  can  even  grow  with  your  business. 
All  at  a  pnce  you  can  afford. 
So,  are  you  ready  to  connect? 


Connect  your  business  through  the 
power  of  color.  Visit  our  website  today 
for  an  authorized  Sharp  dealer  near  you. 


www.sharp-usa.com 
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Sending  an  expedited 
message  to  Washington: 
Frederick  W.  Smith. 


Public  Interest 


FedEx  boss  and  Forbes  400  member  Frederick  W.  Smith  has 
joined  the  corporate  chorus  urging  that  any  economic  stimulus 
package  include  changing  the  mandated-by-law  benchmark  for 
calculating  pension  liabilities  from  the  relatively  low  30-year 
Treasury  bond  rate,  now  5%,  to  the  Moody's  Aa  corporate  bond 
rate,  currently  above  7%.  A  higher  benchmark  lowers  a  com- 
pany's funding  obligation.  "A  vital  short-term  boost  to  the 
economy,"  Smith  enthuses  in  a  letter  to  Treasury  Secretary  Paul 
H.  O'Neill.  Our  translation:  Failure  to  act  would  cut  into  some- 
one's $2  billion  annual  cash  flow.  — Janet  Novack  and  W.P.B. 

Get  'em  Coming  and  Going 

Japan  Tobacco  has  75%  of  the  Japanese  cigarette  market,  non- 
U.S.  rights  to  brands  like  Camel,  Salem  and  Winston — and  a  $  1 3 
million  investment  in  U.S.  biotech  firm  Cell  Genesys,  now  devel- 
oping a  lung  cancer  vaccine.  Successful  tests  would  entitle  )T  to 
an  undisclosed  royalty.  The  monitoring  group  Genewatch  UK 


recently  disclosed  the  three-year-old  positi( 
In  Tokyo  a  JT  flack  says  the  Cell  Genesys  inve 
ment  is  part  of  his  firm's  "diversified  busin 
portfolio"  and  one  that  helps  "meet  our  ci 
tomcrs'  needs."  — Michael  Mate, 

Green  Grocer? 

It's  been  a  memorable  year  financially 
Ronald  Burkle,  48,  Los  Angeles-based  supj 
marketer,  corporate  raider  and  Forbes  4 
member.  His  $100  million  stake  in  troubi 
Kmart,  acquired  in  late  2000,  rose  to  $250  n] 
lion  before  bad  earnings  forced  a  total  pr 
retreat.  .A  $25  million  investment  in  marke 
Simon  Worldwide  is  imperiled  by  a  scano 
over  McDonald's  game  cards.  But  the  $50  vc 
lion  he  pumped  into  food  wholesaler  Flemi 
Cos.  has  doubled  since  March.         — W.P 

This  Could  Start  Some  Talk 

A  1996  federal  law  makes  the  U.S.  Treasury  Department  publ 
the  names  of  individuals  giving  up  American  citizenship.  Thj 
lists  sometimes  make  for  interesting  reading.  Names  from  soj 
recent  filings:  Christopher  R.  Getty,  grandson  of  oil  magnate 
Paul  Getty;  Oscar  Sherman  (Trey)  Wyatt  III,  a  son  of  ex-Coa^ 
chairman  Oscar  S.  Wyatt  Jr.  and  his  socialite  wife,  Lynn  Wyi 
and  Shere  Hite,  well-known  author  of  books  about  female  se> 
ality.  — Tomas  Kellner  and  W.Pj 

Best  Things  in  Life  Are  No  Longer  Free 

The  Web  portal  Yahoo  recently  started  charging  for  its  famO 
matchmaking  service,  which  formerly  was  operated  at  no  o 
to  customers.  Here  is  how  Elizabeth  Blair,  head  of  Yahoo's  p' 
sonals  division,  just  defended  the  action  to  a  group  of  stock  ail 
lysts:  "It's  still  free  to  list.  It's  still  free  to  look.  But  if  you  see  t| 
special  someone,  we're  going  to  make  you  pay.  It's  just  the  vi 
life  is  now."  — Quentin  Hat 


Financial  woes  at  Hewlett-Packard  and  Warnaco  Group  have  focused  attention  on  the  few  women  among  bigger  public-compan 

chief  executives.  For  those  who  were  in  office  at  least  a  year,  with  a 

couple  of  exceptions,  it  hasn't  been  pretty. 

-W.P. 

YEAR 

PERFORMANCE 

YEAR 

PERFORMANCE 

COMPANY/CHIEF  EXECUTIVE 

HAMED 

RELATIVE  TO  MKT' 

COMPANY/CHIEF  EXECUTIVE 

NAMED 

RELATIVE  TO  MM 

Ebay/Meg  Whitman 

1998 

764 

Charming  Shoppes/Dorrit  J.  Bern 

1995 

53 

Avon  Products/Andrea  Jung 

1999 

198 

Hewlett-Packard/Carleton  S.  Fiorina 

1999 

47 

Mirant/S.  Marce  Fuller 

1999 

108 

Software  Spectrum/ Judy  C.  Odom 

1988 

40 

PC  Connection/Patricia  Gallup 

1998 

93 

Handspring/Donna  Dubinsky 

1998 

30 

Autodesky'Carol  Bartz 

1992 

81 

Exodus  Comm./Ellen  M.  Hancock 

1998 

16  1 

Martha  Stewart  Liv  /Martha  Stewart 

1996 

53 

Warnaco  Group/Linda  Wachner 

1987 

0 

'Value  of  $100  invested  in  company  divided  by  value  of  SI  invested  in  the  S&P  500, 

both  calculated  from  date  of  hiring  (or  publ 

ic  offering)  to  Nov.  29.  j 
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n  not  just  another  pretty  face.  I'm  a  better  way  of  doing  things. 


• 


I  am  Dell.  Simplifying  the  way  the  world  buys  and  manages  technology,  one  customer  at  a  time. 

By  all  appearances,  I  am  a  server.  But  take  a  closer  look,  and  you'll  see  I  ann  more  than  that. 
I  am  a  direct  relationship,  free  of  middlemen. 
I  am  the  best  value  in  the  industry. 

I  am  custom-built  technology  that's  pre-loaded  and  pre-tested,  just  for  you. 

I  am  a  single  point  of  contact  for  service  and  support:  on-site,  online  and  on  the  phone. 

I  am  an  industn/-standard  Intel®  processor-based  solution  that's  easy  to  manage, 

and  easy  to  keep  up  and  running. 
I'm  just  the  part  of  the  company  you  see  every  day.  The  part  you'll  be  looking  at  when  you  realize  that 
what  you  really  bought  was  a  better  way  of  doing  things.  Find  out  what  customers  and  analysts  are 
saying  about  Dell.  Visit  us  online  today  at  dell.com/enterprise2. 
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leil  Computer  Corporal- 


Enterprise  systems.  Easy  to  build,  easy  to  own.  Easy  as 


D0LL 


Call  1-877-429-DELL  or  visit  www.deil.com/enterprise2 


•  jgisiered  trademarte  of  inrel  Cotpofation  or  ite  subsidiaries  in  the  Uiiitarf  States  and  other  coantrles.  iDeli  and  tlw  Dell  logo  are  ragistefed  tjademarks  of 
:  Rigtits  Hesgrved.  Dell  Computer  Corporation  cannot  be  heltf  (Bsponsible  far  errors  iii  typography  or  photography.  ~ 
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Unwiring  GM 


Paint  it  Black 


CANMCR 
WAeONED 


SINCE  OUR  COVER  STORY 
on  how  General  Motors 
was  jumping  on  the 
e-commerce  bandwagon, 
the  auto  giant  has  put 
some  of  its  technology 
initiatives  in  reverse.  Ef- 
forts to  buy  parts  and 
communicate  with  its 
suppliers  over  the  Inter- 
net continue.  But  with 
the  bursting  of  the  tech 
bubble  GM  is  pulling  back 
on  consumer  experi- 
ments, like  its  pilot  pro- 
gram to  sell  cars  on  the 
Web.  Most  striking  is 
GM  s  decision  to  quietly  fold  back  into  the  company  its  once 
high-flying  e-GM  unit,  whose  100  employees  work  on  technol- 
ogy-related initiatives  such  as  targeted  marketing  to  customers 
who  lease  GM  cars.  Rival  Ford,  looking  to  cut  costs,  is  doing 
much  the  same.  It  wrote  off  more  than  $50  million  of  its  tech 
bets  in  the  third  quarter,  and  this  autumn  suspended  a  pro- 
gram to  give  each  employee  a  computer.     — Robyn  Meredith 


SEVEN  MONTHS  AGO  WE  DESCRIBED  THE  LATEST  TARGET  O 
class-action  lav^er  Ronald  Motley.  Along  with  other  power 
ful  plaintiff  lawyers  and  elected  officials  in  six  states,  Motle 
is  suing  former  manufacturers  of  lead-based  paint,  claimiii 
they're  responsible  for  disabilities  and  illnesses  in  childrer 
The  first  corporate  casualty:  Mautz  Paint,  a  79-year-old  fam 
ily-run  company  in  Madison,  W^is.,  with  $33  million  in  sale: 
Mautz,  which  feared  defendants'  legal  liability  could  reac 
$100  million,  is  selling  its  brand  name  and  midwestern  sale 
operations  to  Sherwin-Williams  for  an  undisclosed  surr 
Sherwin-Williams  will  shoulder  the  legal  liability. 

— Michael  Freedma 

OCTOBER  29,  2001 


Twelve  Angry  Men 


WE  SHOULD  HAVE  BEEN  MORE  SKEPTICAL  ABOUT  INCUBATOl 
12  Entrepreneuring.  Two  months  ago  we  described  how  the  Sai 
Francisco  company  was  funding  a  new  wave  of  companies  the 
offer  Web  services  designed  to  let  different  computer  system 
share  data.  In  November  its  board  decided  to  shut  down  th 
firm  and  refund  investors  what  was  left  of  its  original  $137  mil 
lion  in  capital.  What  we  didn't  foresee  was  a  fierce  battle  betwee 
Chairman  Halsey  Minor  and  a  group  of  investors  angry  abou 
excessive  spending.  — Elizabeth  Corcorai 


Flashbacks 


70  YEARS  AGO  IN  FORBES/JUNE  I,  1931 

Testing  Its  Metal  The  Aluminum  Company  of  America  is 

interested  solely  in  building  up  the  biggest  possible  market  for  alu- 
minum. It  doesn't  care  a  particle  if  one  of  its  customers,  with  whom 
it  may  be  in  actual  competition  on  the  finished  product,  reduces 
costs  or  cuts  prices  and  so  runs  away  with  the  business.  That  all 
makes  for  greater  sales  and  so  stimulates  the  use  of  the  metal. 
Earnings  dropping,  Alcoa  announced  in  November  that  it  plans  to 
lay  off  6,500  workers. 

25  YEARS  AGO  IN  FORBES/MAY  15.  1976 

Smoke  and  Mirrors  Before  the  cigarette  men  arrived 

in  Milwaukee,  Miller's  commercials  had  been  featuring  Al  Hirt,  the 
rotund  jazz  trumpeter  "It  was  absolutely  the  wrong  message,"  says 
Philip  Morris  Vice  Chairman  George  Weissman.  So  Philip  Morris 
switched  Miller's  advertising  to  the  McCann-Erickson  agency,  which 
came  up  with  the  theme:  hard  work,  hard  play,  then  beer  as  a 
reward.  Philip  Morris  has  hammered  it  home  with  the  same  consis- 
tency as  its  highly  successful  Marlboro  Man  advertising. 


I 


20  YEARS  AGO  IN  FORBES/JUNE  22,  1981 

Valley  of  the  Dollars  Mary  Kay  Cosmetics  sell 

directly  to  the  customer,  using  Tupperware-like  parties  in  the  homi 
More  than  120,000  "beauty  consultant "  salespersons  give  fre 
facials  and  beauty  tips  and  sell 
about  $100  worth  of  merchan- 
dise per  party.  They  are  moti- 
vated by  2,500-plus  sales 
directors  and  by  Mary  Kay  her- 
self, a  blond-haired  great- 
grandmother,  who  conducts  the 
company's  annual  inspirational 
sales  meetings  in  Dallas  and 
hands  out  such  incentives  as 
free  trips,  diamond  pins,  mink 
coats  and  pink  Cadillacs.  All  sales  are  cash  up  front,  of  which  $1! 
million  remains  in  Mary  Kay's  coffers. 
In  late  November  Mary  Kay  Ash  died  of  natural  causes  at  her  horn 
in  Dallas.  She  was  83. 
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UJe  couldn't  be  prouder 
of  our  latest  Neujs. 


eiuport  Neuis  Shipbuilding. 

lere's  a  new  member  of  the  Northrop  Grumman  family.  With  the  world's  most  advanced  nuclear 
ipbuilder  on  board,  we're  stronger  than  ever.  This  major  news  makes  Norlhrop  Grumman  an 
:}  billion  dollar  defense  enterprise  with  100,000  employees.  It's  the  furthering  of  a  vision.  To  deliver 
fense  technologies  thai  provide  strength  in  air  and  space,  on  land,  and  in  the  sea.  A  commitment 
at  reaches  around  the  world.  In  every  dimension.  Newport  News  and  Northrop  Grumman.  The 
■ws  couldn't  be  better. 


Wherever  you  are.  Whatever 
you  do.  The  Allianz  Grotip 
is  always  on  your  side. 


At  our  internationally  respected  Allianz  Center  of 
Technology,  we  have  been  setting  safety  standards  in 
the  high-tech  arena  for  decades.  And  at  all  times, 
enhancing  personal  safety  has  been  one  of  our  top 
priorities.  Now,  Allianz  has  entered  into  a  Formula  1 
partnership  with  the  renowned  BMW  WilliamsFl  Team. 
Because  no  other  sport  relies  more  on  high-tech 
expertise.  And  no  other  boasts  more  innovations  in  the 
field  of  risk  reduction.  Our  involvement  is  geared  to 
steering  such  safety  innovations  from  the  racetrack  to 
the  roads  you  use.  Because  that's  where  they  belong. 

Allianz.  The  Power  On  Your  Side. 


Aiiianz  ® 


Allianz  Group.  Europe's  leading  global  insurer 
. and  provider  of  financial  services. 
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CEMBER    24,  2001 


ON  A  COOL  DAY  IN  HOUSTON  EARLY  LAST  MONTH,  DYNEGY  CHIEF  CHARLES 
Watson  announced  the  boldest  deal  of  his  career.  In  1 5  years  he  had  built 
the  natural-gas  producer  into  a  powerhouse,  but  he  chafed  in  the  shadow  of  his  far 
jbigger  hometown  rival,  Enron  Corp.,  and  its  chairman,  the  silver-tongued  Kenneth 
■Lay.  Lay's  swagger  personified  the  ft-eewheeling  energy-trading  markets,  and  Enron 
dominated  the  action,  but  now  the  titan  was  reeling  fi^om  allegations  of  dirty  self- 
dealing,  a  raft  of  sudden  resignations  and  an  SEC  investigation.  Valued  at  $70  billion 
pnly  months  before,  Enron  was  teetering  on  the  brink  of  collapse. 
I  So  Chuck  Watson  declared  he  would  rescue  his  rival,  at  an  especially  sweet 
price:  just  $9  billion  in  Dynegy  stock.  Watson  was  sure  the  skeptics  on  Enron  were 
^vrong  and  that  with  a  few  problems  solved  Enron  was  stLU  a  rock-solid  money 
biachine.  Its  revenue  grew  57%  in  the  third  quarter  to  $47  biUion — more  than  one 
and  a  half  times  what  Dynegy  generated  in  all  of  2000.  For  a  fire-sale  price,  he 
Roasted,  Dynegy  would  suddenly  expand  sixfold  into  a  $200  billion-a-year  giant 
iwith  $90  billion  in  assets.  The  supercharged  firm  would  handle  as  much  as  one- 
kjuarter  of  U.S.  energy  trading.  After  operating  in  obscurity  for  years,  Dynegy  sud- 
idenly  would  become  the  second-largest  corporation  in  America  in  sales — "a 
[world-class  energy  merchant  by  anyone's  definition,"  Watson  proclaimed, 
i     Two  weeks  later  Watson's  triumph  ended  in  epic  failure.  He  scuttled  his  dream 
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deal  after  getting  surprised  by  a  string  of  horrifying  financial  revela- 
tions at  Enron.  The  big  rival's  market  cap  had  continued  to  plunge, 
falling  to  a  level  so  low — less  than  $270  million — as  to  make  Watson 
look  like  a  sucker  for  ever  offering  $9  billion.  Enron  clearly  was  headed 
for  Chapter  11,  or  even  liquidation.  The  merger  was  off,  and  the  re- 
criminations and  lawsuits  were  just  beginning. 

"I  was  very  disappointed,"  Watson  says  in  characteristic,  laconic 
understatement.  He  also  was  furious:  Enron  had  tumbled  into  turmoil 
by  misleading  investors,  and  now  it  was  misrepresenting  its  finances 
yet  again— so  says  Watson — and  laying  the  blame  on  Dynegy.  "I  just 
hope  the  other  side  doesn't  think  all  this  spinning,  which  got  them 
into  trouble  to  begin  with,  is  going  to  get  them  out  of  it,"  he  fumes. 

In  the  faOout,  Enron  struggles  to  stay  alive,  and  Watson  can  count 
his  blessings.  In  retreating,  he  has  dodged  Enron's  $12  billion  in  debt, 
the  dark  cloud  of  the  investigation  now  under  way  by  the  Securities 
&  Exchange  Commission,  the  devastated  trading  floor  and  a  thicket 
of  lawsuits  and  liabilities  so  massive  and  murky  that  they  could  end 
up  burying  everyone  in  sight.  Instead,  Watson  is  setting  up  the  next 
chapter  at  Dynegy.  He  took  it  over  in  1985  with  a  $600  investment  and 
a  10%  stake  for  himself,  building  it  into  a  firm  with  a  $10  billion  mar- 
ket value  (as  of  Nov.  30).  With  5%  now  he's  worth  half  a  billion. 

Watson  vows  to  make  Dynegy  even  bigger,  even  better,  and  an 
undisputed  leader  in  a  gun-shy  industry  that  has  lost  the  stability  and 
swagger  of  its  once-dominant  progenitor,  Enron.  Dynegy  says  it  can 
grow  at  least  20%  next  year,  to  $35  billion  in  revenue. 

The  death  of  Enron  is  a  mixed  blessing  for  Chuck  Watson.  Some 
of  Enron's  business  and  some  of  its  brightest  people  will  wind  up  at 
his  firm;  if  he  gets  his  way  in  court  Watson  will  also  get  Enron's  valu- 
able pipeline  system.  Northern  Natural  Gas,  in  return  for  the  $1.5 
bUlion  he  poured  into  Enron  in  the  course  of  the  merger  plans.  The 
negative:  Litigation.  Enron  is  threatening  to  sue  Dynegy  for  backing  out 
of  the  merger,  and  Enron's  creditors  are  sure  to  pile  on  at  some  point. 

Even  without  swallowing  the  bigger  Enron,  Dynegy  is  a  leading 
processor  of  natural  gas  and  one  of  the  top  three  transporters  on 
every  interstate  pipeline  in  North  America.  Its  power  plants  generate 
19,000  megawatts  of  electricity,  enough  for  a  city  of  8  million.  In  the 
commodity  derivatives  markets,  where  suppliers  and  utilities  lock  in 
future  prices,  Dynegy  is  a  top  trader  in  natural  gas,  power,  coal,  emis- 
sion credits  and  weather  derivatives.  But  these  volatile  trading  busi- 
nesses, which  contributed  80%  of  Enron's  alleged  earnings  but  ulti- 
mately could  not  make  up  for  its  blunders  elsewhere,  are  merely  a 
healthy  sideUne  at  Dynegy,  contributing  only  20%  of  earnings. 

And  Watson  may  yet  have  a  multibillion-dollar  merger  in  his  fu- 
ture. Big  rivals  such  as  American  Electric  Power,  Duke  Energy  and  Re- 
liant outmuscle  Dynegy  in  some  markets,  making  them  attractive  part- 
ners. He  expresses  keen  interest  in  doing  more  deals,  having  made 
nine  acquisitions  since  1 995,  which  has  kept  Dynegy's  top  line  grow- 
ing a  hefty  45%  a  year.  Last  year  its  stock  jumped  218%,  the  second- 
best  performance  in  the  S&P  500.  Even  on  the  day  Watson  bailed  out  of 
buying  Enron,  he  inked  a  $600  million  purchase  of  another  outfit,  BG 
Storage.  He's  a  gambler  whose  winning  streak  might  not  have  ended. 

•  Enron  and  Dynegy  were  born  the  same  year — 1985 — but  took 
very  different  paths.  Ken  Lay  started  out  with  $10  billion  in  revenues 
from  the  merger  of  two  energy  companies,  Houston  Natural  Gas  and 
InterNorth.  Then  he  won  fame  and  accolades  for  transforming  a 
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Separated  at  Bii 

Launched  the  same  year,  Enron  and  Dynegy  tci 
ent  paths.  Enron  blazed  new  trails,  creating  aV  i 
market  for  energy  contracts,  and  now  gets  80'l » 
profits  from  trading  and  20%  from  delivering  ei  it 
Those  numbers  are  reversed  at  Dynegy,  whichi  * 
old-fashioned  business  by  acquiring  hard  assei ' 
Hardly  a  plodder,  Dynegy's  revenues  grew  at  n  * 
same  rate  as  Enron's  (below).  Its  conservative  ^ 
approach  helped  Dynegy  outlive  its  rival.  —  flci " 


jironOniine  is  born,  trading  more  than 
1  worth  of  energy  contracts  over  the  next 
s;  bandwidth,  paper,  water  and  metals 
er.  (Watson  follows  with  his  own  Web 
n  in  200Q,)  Dynegy  buys  lllinova  for 
n,  acquiring  power  plants  and  650,000  i 
tomers  in  the  Great  Lakes  area.  Backed  M 
I,  Azurix,  a  water  company,  goes  public  aw 
are.  A  year  later,  the  price  falls  to  $5.  M 


1996:  Enron  buys 
Portland  General  for 
$2.1  billion,  one  of 
its  largest  electricity 
acquisitions. 


nil 


1998:  NGC 
changes  its  name 
to  Oynegy,  a 
combination  of 
"dynamic"  and 
"energy." 

2000:  Shares  of  both  compa- 
nies hit  highs  in  September 
Dynegy,  $57;  Enron,  $87. 


2001:  Enron  admits  troubles  in  off- 
balance-sheet  deals,  restates  earnings 
back  to  1997.  Dynegy  offers  to  buy  the 
company;  the  deal  blows  up  three  weeks 
later.  Enron  stock  slides  to  26  cents. 


stodgy  old  gas  business  into  a  sexy  wheeler-dealer,  doing  for  energy 
what  Nasdaq  did  for  stocks:  creating  a  highly  liquid,  over-the-counter 
market  for  all  kinds  of  contracts.  In  the  process,  he  slapped  Enron's 
name  on  a  new  sports  stadium  and  hobnobbed  with  the  likes  of  Dick 
Cheney  and  George  W.  Bush. 

Chuck  Watson  started  out  with  far  less.  Dynegy  began  life  under 
the  unpromising  name  of  the  U.S.  Natural  Gas  Clearinghouse,  a 
marketing  arm  jointly  owned  by  six  pipeline  companies,  Morgan 
Stanley  and  the  law  firm  Akin  Gump.  Nor  was  Watson  some  head- 
hunter's  superstar:  He  began  his  career  as  a  lowly  trainee  at  Conoco. 
Even  after  Dynegy  hit  the  big  leagues,  Watson's  aw-shucks  manner 
kept  him  out  of  the  public  eye;  he  frequently  says  he'd  rather  let  his 
customers  talk  up  Dynegy  than  do  it  himself  Flashy,  no,  but  com- 
petitive, hell  yes:  He  is  so  fierce  a  warrior  on  the  links  that  when  he 
was  recovering  from  an  Achilles  tendon  injury  recendy,  he  borrowed 
an  oversize  golf  shoe  to  fit  it  over  his  sore,  swollen  foot  rather  than 
miss  combat  in  18  holes. 

Always  scrappy  and  still  athletic  at  51,  Watson  was  born  in  Great 
Lakes,  111.,  one  of  four  children  of  a  salesman  who  hawked  space  in  in- 
dustrial parks.  The  family  moved  around  a  lot  and  Watson  attended 
22  schools  in  nine  states.  Sports  let  him  fit  in  quickly.  He  was  driving 
for  a  college  basketball  scholarship  until  he  seriously  injured  his  back 
in  a  car  wreck  as  a  high  school  senior  in  Ft.  Smith,  Ark.  On  graduat- 
ing from  Oklahoma  State  in  1972,  he  took  a  job  with  Conoco  in 
Ponca  City,  Okla.  so  he  could  stay  close  to  his  college  sweetheart,  Kim, 
who  now  has  been  married  to  him  for  28  years.  The  summer  job 
turned  full-time,  and  in  the  next  1 2  years  Watson  worked  his  way  up 
at  Conoco  to  the  middling  title  of  sales  director. 

It  was  1984,  natural  gas  was  on  the  verge  of  revolution,  and  Wat- 
son wanted  to  be  in  the  vanguard.  "A  lot  of  people  in  this  business 
were  scared  by  deregulation,"  he  recalls.  "I  was  excited  by  the  oppor- 
tunities." Opportunity  arrived  in  the  form  of  the  slapped-together 
U.S.  Natural  Gas  Clearinghouse. 

Watson  first  turned  down  the  job.  It  looked  unworkable.  The 
pipeline  companies  might  try  to  force  the  fledgling  firm  to  do  busi- 
ness only  with  their  own  pipelines;  how  would  he  push  them  aside? 
His  suitors  kept  wooing  him,  offering  a  sizable  raise,  and  finally  Wat- 
son relented,  with  one  condition:  "Don't  pay  me  a  salary — give  me 
10%  of  the  company."  He  got  both,  the  equity  initially  taking  the 
form  of  phantom  stock — in  effect,  a  long-term  option. 

On  Watson's  first  day  on  the  job,  only  6  of  the  60  employees  bor- 
rowed from  the  parent  firms  showed  up.  He  told  the  no-shows  not  to 
come  back.  Later  that  year  he  bought  out  the  10%  stakes  from  the 
pipelines  for  $100  each  and  then  he  got  Akin  Gump  to  sell,  leaving 
Morgan  as  sole  shareholder.  His  vision  was  clear  from  day  one.  Hun- 
dreds of  brokers  were  jumping  in,  many  armed  with  just  a  phone 
and  a  Rolodex.  Competing  with  them  was  a  losing  game.  Suppliers 
and  buyers  would  eventually  get  each  other's  phone  numbers,  and 
one  day  the  fat  middleman  spreads  that  Watson's  shop  relied  on 
would  evaporate.  Then  what? 

With  the  backing  of  Morgan  Stanley  and  a  surfeit  of  underground 
salt  domes  for  gas  storage,  Watson  figured  he  could  buy  gas  at  well- 
lieads  and  deliver  it  when  and  where  customers  wanted,  holding  it  for 
them  when  they  didn't  need  it  and  serving  it  up  when  demand  surged. 
This  meant  Watson  would  assume  the  risk  of  holding  gas  that  might 
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tumble  in  price;  but  any  trader  could  handle  that  risk  with  some 
artful  hedges. 

The  startup  was  barely  making  payroll  when  Watson  arrived, 
turning  a  sale  a  week  and  celebrating  each  with  . a  round  of  cigars. 
iWatson  nixed  the  cigars  and  started  turning  multiple  sales  a  day. 
He  worked  his  contacts  and  had  staff  cold-calling  corporate  gas 
users  to  drum  up  business. 

By  1989  Morgan  Stanley 
wanted  out  and  sold  the  company 
for  $16  million.  The  buyers  were 
three  energy  companies  (British 
pas,  Nova  and  Chevron)  and  em- 
ployees. Morgan  was  happy  with  its 
tidy  profit.  Had  it  held  on,  its  stake 
would  be  worth  $10  billion. 

Meanwhile  Ken  Lay  at  Enron 
was  discovering  the  same  potential 
in  gas  trading.  Deregulation  had  left 
producers  and  utilities  at  the  mercy 
of  volatile  spot  prices.  Lay  began 
writing  long-term  contracts  to  buy 
or  sell  gas  at  fixed  prices.  Business 
grew  more  stable  at  both  ends  of 
the  pipeline.  Eventually  the  raw 
trading  of  these  contracts — rather 
[than  delivering  on  them — became 
Enron's  mainstay. 

In  the  mid-1990s  electricity 
joined  gas  on  the  dereguJatory  path. 
Watson  wanted  in  but  needed  cur- 
rency. So  in  1 995  he  bought  Trident, 
a  publicly  held  ethylene  producer; 
the  reverse  merger  gave  him  new 
access  to  money  in  the  capital  mar- 
kets. The  following  fall,  Watson  cut 
a  deal  with  Chevron  to  sell  the  oil 
giant's  entire  North  American  gas 
Output,  the  first  such  exclusive 
marketing  deal.  It  was  precisely 
what  Watson  had  in  mind  all 

along.  The  gas  producer  receives  market  prices  at  its  wells.  Watson 
takes  ownership,  transports,  stores  and  delivers  the  energy  at  a 
[markup.  He  compares  the  approach  to  that  of  grain  trader  Cargill. 

Business  was  booming,  but  Watson  wanted  to  buy  a  lot  more 
gas  processing  plants  and  electric  power  plants.  The  problem  was 
in  raising  the  cash.  Dynegy  had  a  public  currency,  but  88%  was 
now  in  the  hands  of  employees  and  three  institutions.  There 
wasn't  enough  of  a  float  to  attract  institutional  shareholders.  So 
Watson  walked  into  a  meeting  of  his  owners  in  Scotland  in  1997 
With  a  blunt  message:  "We  have  a  problem.  It's  in  this  room.  Two 
of  you  have  to  go.  I  don't  care  which."  Then  he  walked  out.  Nova 
and  British  Gas  exited.  The  company's  float  went  to  60% 
overnight.  The  next  year  Watson  changed  Natural  Gas  Clearing- 
house's name  to  Dynegy,  excising  an  "r"  to  dodge  a  preexisting 


We're  on  the  side  of  angels":  Less  troubled  times  for  Ken  Lay. 


The  questions  started 
getting  prickly  when 
Enron  s  stock  price 
fell  in  the  spring. 


into  power.  Illinova,  an  Illinois  generating  firm,  was  nearly  insol) 
vent.  Watson  bought  it  for  a  pittance. 

Enron  was  having  a  field  day  with  deregulation,  too.  Instead  c 
buying  electricity  from  a  plant  and  selling  it  elsewhere  for  a  tin 
cut,  it  began  carving  output  into  pieces,  much  as  Wall  Street  slice 
Treasurys  into  Treasury  strips.  Enron  would  guarantee  a  utilit 

running  a  distribution  grid  all  th 
power  it  would  need  on  a  hot  sum 
mer  afternoon.  An  aluminur 
smelter  would  pay  half  as  much  bi 
suffer  some  interruptions. 

As  Enron's  confidence  grew,  il 
trades  got  more  exotic,  involvin 
derivatives  on  pulp,  metals,  polli 
tion  and  the  weather.  In  late  199 
the  firm  shifted  much  of  its  bus 
ness  to  EnronOniine,  basking  in  tl 
dot-com  craze.  The  site  soon  wj 
handling  $3  billion  in  trades  dail 
Revenues  in  2000  doubled  to  SIC 
billion.  Reported  earnings  befoi 
interest  and  taxes  hit  $2.3  billion, 
a  January  2001  analyst  meetin 
company  execs  suggested  Enron 
price  of  $80  a  share  was  inadequat 
notwithstanding  that  it  was 
times  earnings.  The  shares  shou 
have  been  going  for  $126,  said  Pre 
ident  Jeffrey  Skilling. 

By  then  Enron  and  Dyneg)'  hi 
gone  separate  ways.  Enron  was  sei 
ing  assets,  earning  80%  of  its  pre 
its  from  trading  and  20%  from  ei 
ergy.  At  Dynegy  the  ratios  we 
reversed.  In  February  Lay  hand« 
the  top  job  to  Skilling,  chief  adv 
cate  of  Enron's  asset-lite  strate§ 
Lay  became  elder  statesman. 

Skilling  epitomized  Enror 
hubris.  He  had  once  said  of  a  riv 
"If  Thomas  Alva  Edison  came  back  from  the  dead  and  call* 
Southern  Co.  he'd  fuid  no  tiling  has  changed."  Of  Enron:  "We' 
on  the  side  of  angels.  People  want  open,  competitive  markets ....  I 
the  American  way."  To  goose  earnings,  Skilling  set  up  outside  p. 
nerships.  They,  in  turn,  issued  Enron-backed  bonds  and  used  i 
proceeds  to  buy  power  plants,  fiber  optics  and  other  assets  fro 
Enron.  Then  Enron  plowed  the  cash  into  its  trading  business  wh| 
the  debt — and  losses — moved  off  its  books. 

The  questions  started  getting  prickly  when  Enron's  stock  pr:| 
fell  in  the  spring.  Its  business  of  trading  fiber-optic  capacity,  wil 
revenues  of  more  than  $300  milhon  in  2000,  lost  $137  million 
the  first  half  of  2001  as  sales  plunged.  In  mid- August  Skilli 
abruptly  quit.  Speculation  was  that  something  was  seriously  ami  I 
Then  on  Oct.  16  Enron  set  a  $1  billion  third-quarter  charge  relati 


iBritish  claim.  Then  he  used  his  stock  to  make  his  boldest  push  yet     to  a  partnership  linked  to  Chief  Financial  Officer  Andrew  Paste  I 
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plus  a  $1.2  billion  reduction  in  shareholder  equity  due  to  "ac- 
counting errors."  Rumors  were  rampant  that  trading  partners 
Iwere  avoiding  Enron  and  that  it  was  on  the  brink  of  a  credit  down- 
grade that  would  force  it  to  immediately  repay  $3.9  billion  in  debt, 
pushing  it  into  bankruptcy. 

On  Oct.  25,  Dynegy  President  Stephen  Bergstrom  was  invited 
to  lunch  by  Stanley  Horton,  chief  of  Enron's  pipeline  group. 
Horton — without  first  telling  Ken  Lay  of  his  plans — told 
iBergstrom  that  Enron  was  in  deep  trouble  and  that  a  merger  with 
{Dynegy  was  the  best  way  out.  But  it  had  to  happen  fast. 
!  Enron's  desperate  plea  in  hand,  Bergstrom  called  Watson,  who 
[was  outside  an  operating  room  in  St.  Louis  where  his  mother  was 
having  heart  surgery.  "I  was  intrigued  and  honored  they  had  come 
to  us,"  Watson  recalls.  He  set  one  demand:  Ken  Lay  had  to  call 
him  personally.  Lay  called  him  the  next  day,  and  on  Saturday 
[morning  Watson  and  Lay  chewed  over  a  deal  in  Lay's  kitchen. 
Watson  offered  a  deal  with  no  premium  over  Enron's  depressed 
price.  Lay  accepted  and  said  he  would  step  aside. 

Dynegy  was  an  obvious  mate.  The  firms  are  right  across  the 
street  from  each  other,  and  many 
employees  have  worked  at  both, 
frheir  traders  live  in  the  same 
neighborhoods — the  Young  Turks 
in  West  University  and  the  super- 
Stars  in  River  Oaks.  They  send 
itheir  kids  to  ritzy  St.  lohn's  School. 
pThe  press  loves  the  rivalry  be- 
jtween  Enron  and  Dynegy,  but  on  a  lot  of  issues,  we're  on  the  same 
page,"  Bergstrom  says. 

I  For  Dynegy,  Enron's  crunch  was  sweet  revenge.  Dynegy  execs 
^hafed  at  the  the  dowdy  image  they  were  accorded  despite  fast 
growth  and  a  soaring  stock.  Lay  put  Enron's  name  on  Houston's 
tiew  baseball  stadium.  Watson  bragged  about  his  small  p.r.  staff.  A 
jmedia  search  yields  91,000  mentions  of  Enron  in  five  years — six 
times  as  many  as  for  Dynegy. 

I  For  all  their  folksiness,  Dynegy  execs  were  talking  trash  about 
[Enron  for  years.  Off  the  record,  they  questioned  Enron's  asser- 
tions it  held  "balanced  books"  of  commitments  to  buy  and  sell 
commodities  and  suggested  theu'  rival  was  laying  risky  bets  on  the 
direction  of  gas  and  electricity  prices. 

i  Investment  bankers  came  in  to  do  the  paperwork.  D^Tiegy 
jmerger  chief  Hugh  Tarpley,  an  alum  of  Notre  Dame,  coined  the  dc 
'rigeur  code  names:  Dynegy  was  the  heroic  Rockne;  Enron,  fit- 
tingly, was  the  Gipper — the  dying  football  player.  Watson,  mean- 
while, was  hosting  a  week-long  pro-am  golf  tournament  for  300 
clients,  one  of  his  first  forays  into  big-time  promotion.  Some  events 
he  couldn't  miss,  like  a  round  of  golf  with  Tiger  Woods.  When 
guests  asked  where  he  was,  underlings  made  excuses.  On  the  last 
day  of  the  tournament,  someone  noticed  Watson  heading  toward 
the  course  in  a  golf  cart  wearing  business  shoes,  a  clue  that  he  was 
headed  for  merger  talks;  he  feigned  forgetfulness. 
I  Chief  Financial  Officer  Robert  Doty,  meanwhile,  was  poring 
Over  Enron's  financials  and  feeling  fine.  "We  got  a  lot  of  comfort 
jthat  the  core  business  was  operating  well  and  capable  of  generat- 
ing great  cash  flow,"  Doty  recalls.  But  ChevronTexaco,  which  owns 


'1  hope  Enron  doesn't 
think  all  this  spin  that 
got  them  into  trouble 
will  get  them  out/'  


26%  of  D)'negy,  scrutinized  the  deal  and  asked — why  not  wait  fi 
Enron  to  fall  into  bankruptcy  and  buy  it  at  a  distress  sale?  In  the  ei 
Chevron  put  $1.5  billion  into  Dynegy,  which  used  it  to  buy  100' 
of  the  preferred  stock  in  the  Enron  unit  that  owns  its  prized  Nort 
ern  Natural  Gas  pipeline.  That,  along  with  $1  billion  more  at  tl 
merger's  close,  was  expected  to  give  Enron  the  liquidity  it  ncede 
Watson  unveiled  his  daring  rescue  plan  on  Friday,  Nov.  9,  r 
serving  the  right  to  call  off  the  deal  if  Enron's  liabilities  rose, 
profits  fell,  below  certain  levels.  His  hole  card:  a  clause  stating  Eh' 
egy's  $1.5  billion  investment  gave  it  the  right  to  keep  the  b 
pipeline  even  if  the  deal  was  aborted.  "There  was  a  lot  we  did 
know,"  he  admits,  "but  we  thought  we'd  adequately  protected  o 
shareholders."  Dynegy's  stock  had  a  quick  28%  run-up  on  ne' 
of  the  bid. 

If  Skilling  is  to  go  down  in  history  books  for  his  hubris, 
son  should  get  a  mention,  too.  J.R  Morgan  Chase  and  Citigroi 
offered  to  inject  $500  million  or  more  in  equity  capital  into  Enrc 
Watson,  confident  that  Enron's  hemorrhaging  was  over,  brush 
aside  the  offer. 

The  euphoria  faded  fast 
Nov.  19  Enron  filed  quarterly 
nancials  that  held  two  bombshe 
Recent  credit  downgrades  tc 
notch  above  junk  had  put  Enn 
on  the  hook  to  repay  $690  milli 
to  a  partnership  in  just  a  week 
something  Enron  had  nev 
warned  Dynegy  about.  What's  more,  Enron  had  $1  billion  less 
cash  on  hand  than  it  was  supposed  to  have. 

Watson  was  stunned.  Enron  had  provided  a  peek  at  the  niu 
bers  two  weeks  before,  but  none  of  this  was  disclosed  (Enron  \ 
disputed  this).  Watson  says  that  Dynegy  got  the  fuU  filing  just  th; 
hours  before  it  was  made  public  and  that  only  then  did  he  know 
deal  was  in  trouble.  What  else  had  Enron  failed  to  disclose?  Nej 
tiations  went  on  even  as  Enron  shares  fell  to  $4  and  lower.  On  N 
28  three  credit  agencies  downgraded  Enron  to  junk  status.  Ti 
morning  Watson  called  Lay  and  killed  the  deal.  Lay  was  cordial 
The  niceties  ended  there.  Dynegy  issued  a  press  release  staki 
its  claim  to  Northern  Natural  Gas  and  accusing  Enron  of  misre 
resentation.  Enron's  chief  financial  officer,  leffrey  McMahon,  d 
puted  that  claim  and  said  Dynegy  saw  the  financials  in  advan 
hinting  Dynegy  may  owe  Enron  a  $350  million  breakup  fee.  Buj 
says  Watson:  "It's  real  cute  for  leff  to  say  we  got  an  advance  cc 
when  it  was  1 10  pages  we  received  just  three  hours  in  advance 
Even  if  Dynegy's  biggest  deal  slipped  through  Watson's  f 
gers  there  is  a  big  world  of  opportunities  in  energy.  In  Euro 
Dynegy  has  a  growing  presence  and  can  play  the  same  games  it  < 
in  the  U.S.  as  the  energy  industry  there  deregulates. 

Back  at  home,  Watson  confronts  months  of  legal  wrangl 
and  a  long  struggle  to  reclaim  legitimacy  for  the  energy-trad 
business.  The  recent  chaos  in  California  and  the  collapse 
Enron  will  make  further  deregulation — and  Dynegy's  stock 
tough  sale. 


Additional  reporting  by  Rob  Wherry. 
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OVER  THE  YEARS  THE  ISLAND  OF 
Sakhalin  in  Russia's  far  east  has  been 
a  Czarist  prison  camp,  a  Japanese 
colony  and  a  top  secret  Soviet  mili- 
tary zone.  The  few  inhabited  patches 
are  scarred  with  derelict  factories, 
nasty  spills  from  years  of  ecologi- 
cally disastrous  oil  drilling  and 
assorted  giant  projects  stopped  in  mid-swing  by  the  abrupt  end  of 
communist  rule.  It  s  hard  to  imagine  the  place  being  the  center  of 
an  energy  boom  capable  of  generating  $500  billion  in  revenue 
before  it  runs  dry. 

Already,  though,  oil  giants  like  Royal  Dutch/Shell,  Exxon- 
Mobil and  ChevronTexaco  are  preparing  to  invest  $45  billion  to 
help  turn  desolate  Sakhalin  into  a  massive  oil-and-gas  hub  serv- 
ing China,  India,  Korea  and  other  parts  of  Asia  for  the  next  half- 
century  or  longer.  "This  is  going  to  be  a  second  Prudhoe  Bay," 
says  Dan  Berkshire,  an  .\rlington,  Va. -based  consultant  now  in 
Sakhalin  looking  after  some  of  the  contractors  getting  started  on 
this  undertaking. 

The  plans  call  for  building  dozens  of  offshore  platforms,  liq- 
uefied natural  gas  plants,  pipelines  to  China,  Korea  and  maybe 
Japan  (see  box,  p.  62),  plus  all  the  fixings  to  support  these  struc- 
tures— like  docks,  bridges,  roads  and  housing  for  workers.  If  even 
half  the  ambitions  are  realized,  the  combined  projects  would  pro- 
duce more  oil  than  the  1  million  barrels  a  day  coming  from  Alaska's 
North  Slope.  They  also  contain  more  than  twice  as  much  as  the  30 
trillion  cubic  feet  in  the  Hugoton  embayment  in  Kansas,  the  largest 
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A  desolate 
island  off 
Russia  is 
about  to  so 
up  $45  bill 
of  Western 
money.  Ho\ 

contiguous  gas  field  in  North  America.       ITI U  C  h  0  i  I  3  T 

"This  is  the  most  ambitious  green-  ■  ■■ 

field  project  undertaken  during  my  30  Will  COT 

years  with  Shell,"  Chairman  PhOip  Watts  Qjjf  Qf  j"f9 
said  during  a  recent  visit  to  the  island. 
Even  for  Royal  Dutch,  which  will  have  $192  billion  or  so  in  ri 
enue  this  year,  the  commitment  is  considerable.  It  has  a  62.5 
share  in  a  consortium  that  has  invested  $2  bQlion  and  plans 
spend  an  additional  $9  billion  to  develop  what  is  known 
Sakhalin  II.  Sakhalin  II  is  just  one  of  eight  consortiums  prepari 
fields  off  the  island's  north  coast,  which  is  slated  for  developme 
Sakhalin  II  is  the  only  one  of  the  eight  now  producing  fuel.  T 
one  field  has  proven  reserves  of  20  trillion  cubic  feet  of  j  uc 
(roughly  what  the  U.S.  burns  in  a  year)  and  1  billion  barrels  of  li 
(an  eight-week  supply  for  the  U.S.).  Partners  are  Japan's  Mit 
(25%)  and  Mitsubishi  (12.5%)  trading  conglomerates. 

The  technical,  logistical  and  bureaucratic  obstacles  ; 
breathtaking.  Shell  is  looking  at  making  the  largest-ever  fore: 
investment  in  Russia.  It  must  build  ports  and  roads  frc 
scratch,  as  well  as  the  country's  first — and  the  world's  largest 
liquefied-natural-gas  plant.  It  has  already  begun  to  operate  R 
sia's  first  offshore  oil  rig. 

The  weather  is  treacherous,  the  risk  of  catastrophic  fires  a 
explosions  ever  present.  But  the  biggest  hazard  of  all  is  polit 
Shell  is  gambling  that  Russia,  after  years  of  ripping  off  fore 
investors,  especially  oil  companies,  has  changed  its  ways  and  ^ 
stick  to  the  first  production-sharing  agreement  it  has  ever  ma 
The  bureaucracy  alone,  Soviet  and  after,  was  so  problematic  t 


k 


ook  from  1978  until  1999  to  move  from  preliminary  discus- 
as  to  production.  In  a  troubling  move,  Russian  government 
Lcials  have  already  been  trying  to  charge  a  value-added  tax, 
n  though  the  contract  expUcidy  exempts  the  Sakhalin  projects, 
s  an  official  at  ExxonMobil. 
;  Exxon  knows  all  about  bureaucratic 
itchas."  It  leads  the  Sakhalin  I  consortium, 
ich  was  supposed  to  be  up  and  running  before 
halin  II.  So  far  not  a  drop  has  come  out  of 
t  field.  One  reason:  Exxon  was  initially  not  as 
cessful  as  Shell  in  landing  a  clearance  to  dump 
ling  mud  into  the  ocean.  In  a  country  like 
>sia,  a  vital  government  permit  can  be  granted 
efused  rather  whimsically,  with  judicial  relief 
v'hcre  in  reach. 

I  But  the  immense  potential  rewards  make  the 
halin  gamble  seem  worthwhile — the  Indian 

Moducer  OPJS  Videsh  has  pledged  $2  billion 
ihe  Exxon  project.  For  Shell,  Sakhalin  is  a  key 
tnent  in  a  long-term  strategy  of  shifting  away 
in  oil  and  toward  cleaner  but  harder-to-tame 
jural  gas.  One  market  for  that  methane  is 

na.  The  government  there  is  thinking  of 


The  next  boomtown?  The  hamlet 
of  Nogliki  is  nicely  positioned 
near  the  Sakhalin  project.  Below: 
the  $712  million  Moliqpak  oil  rig. 


using  natural  gas  to  fuel  the  100  million  or  so  cars  a  year  it  could 
be  producing  within  a  few  decades,  says  Koji  Hasegawa,  who 
oversees  Toyota's  China  operations. 

In  the  short  term,  with  gas  demand  dropping  5%  last  year  in 
Japan,  Asia's  biggest  market,  Shell  may  not  begin  construction  of 
its  LNG  plant  in  2002  as  scheduled,  says  Michael 
Bradshaw,  editor  of  the  Pacific  Oil  &  Gas  Report. 
In  the  longer  run,  though,  LNG  demand  in 
Korea,  Taiwan,  India  and  China  is  expected  to 
triple  over  the  next  decade.  That  would  put  it,  in 
20 1 0,  at  roughly  the  equivalent  of  3  trilhon  cubic 
feet  of  unliquefied  gas  a  year. 

With  political  instability  shutting  down 
developed  gas  fields  in  Indonesia,  turbulence 
ever  a  factor  in  the  Middle  East,  and  Australian 
fields  far  from  their  markets,  consumer  countries 
are  planning  a  2,500-mile  network  of  pipelines 
linking  the  Russian  east  with  the  rest  of  Asia. 
Russia  itself,  with  its  halting  economy  and 
shrinking  population,  has  only  limited  use  for 
additional  domestic  energy  production. 

The  main  reason  such  a  plum  is  going  to  for- 
eign companies  is  that  Russian  oil  and  gas  majors 
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A  Bridge  Too  Far 

Sakhalin,  located  only  35  miles  away  at  its  closest,  would  seem  to  be  a  perfect 
source  of  clean  fuel  for  environmentally  conscious  and  energy-starved  Japan. 
But  Tokyo  and  Moscow  are  still  fighting  a  four-century-old  battle  over  some 
smaller  islands.  The  four  Kurile  islands  north  of  Japan,  most  recently  a  prize  of 
,  World  War  II,  remain  in  Russian 

hands  after  56  years  of  negotia- 
tions. (The  two  nations  have 
never  signed  a  peace  treaty.) 
Japanese  politicians  regularly 
rant  about  the  situation,  and  the 
nation's  corporations  shy  away 
from  most  Russian  trade. 

Result:  Not  only  is  Japan  left 
more  exposed  to  the  vicissitudes 
of  Mideast  oil,  but  Russia's  unde- 
veloped east  is  neglected  by  the 
region's  biggest  potential  investor. 

Japanese  companies  spend 
$1,500  to  ship  a  20-foot  con- 
tainer to  Europe's  giant  markets. 
If  they  used  the  trans-Siberian 
railroad,  they  could  cut  the  18,000-mile  journey  to  Europe  in  half  and  pay  only 
$1,020  per  container,  something  their  Chinese  and  South  Korean  competitors 
have  already  figured  out.  Add  a  bridge  from  Japan  to  Sakhalin  to  the  planned 
one  from  Sakhalin  to  the  Russian  mainland  to  allow  direct  ground  transport, 
and  savings  would  be  even  greater.  Don't  bet  on  its  happening  anytime  soon, 
though. 

Even  if  that  dispute  could  be  settled,  other  obstacles  lie  between  Sakhalin 
gas  or  oil  and  the  Japanese.  A  pipeline  could  go  under  the  ocean  to  Hokkaido  in 
northernmost  Japan,  then  split  into  lines  running  along  the  Pacific  coast  to 
Tokyo  and  Osaka  and  the  Japanese  seacoast  to  Niigata.  But  ultracheap  Japan- 
ese government  financing  would  be  needed,  at  a  time  of  staggering  public  debt. 

Then  there  are  the  required  payoffs,  legal  and  otherwise.  Fishermen  will 
have  to  be  compensated  for  any  disruptions  caused  in  the  laying  of  the  pipe. 
"Each  minnow  will  be  worth  $100,  and  everybody  in  the  region  will  suddenly  de- 
clare he  is  a  fisherman,"  says  Takeshi  Matsui,  an  official  at  Shell  in  Japan. 

Yakuza  gangsters  also  could  be  counted  on  to  buy  up  land  over  which  the 
pipeline  would  run.  This  would  be  sold  to  the  government  at  a  high  price,  the 
profits  to  be  shared  with  the  ruling  Liberal  Democratic  Party.  Ditto  the  assorted 
construction  work.  No  wonder  a  pipeline  to  China  via  the  Russian  mainland 
looks  like  a  better  bet.  —B.F. 


like  Gazprom  failed  to  show  an  interest 
and  also  lack  the  technical  expertise  to 
drill  offshore,  says  Steven  McVeigh,  head 
of  SheO's  Sakhalin  venture. 

A  visit  to  the  75,000-barrel-a-day 
Molikpaq  oil  rig  1 8  miles  off  the  northeast 
coast  of  Saklialin  drives  home  what  sheer 
technological  wonder  is  at  work.  The  rig, 
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installed  at  a  cost  of  $712  million,  has  been 
designed  to  withstand  arctic  ice  packs, 
100-foot  waves  and  massive  earthquakes, 
aU  while  sitting  atop  trillions  of  cubic  feet 
of  highly  volatile  natural  gas. 

The  safety  precautions  are  tight.  Visi- 
tors have  their  cigarette  lighters  and 
matches  confiscated  before  boarding  the 


Russian  military  helicopter  that  goes  to  t 
rig.  Three  types  of  alarms  indicate  varyi 
levels  of  danger,  imminent  explosii 
being  the  most  serious.  Sen.sors  ever 
where  keep  such  a  vigilant  watch  that  i 
visitor  decided  to  have,  say,  an  unauth 
rized  smoke  in  his  room,  a  series  of  tr 
gers  and  safety  mechanisms  would  imn 
diately  shut  down  oil  production,  cedi 
$300,000  in  revenue.  Chief  Safety  Offi( 
Darwin  Storms  explains  the  paranoia:  i 
it  took  was  a  loose  valve  to  cause  the  Pip 
Alpha  oil  rig  in  the  North  Sea  to  m 
down  within  14  minutes  in  1988,  killi 
167  people. 

The  technical  wizardry  does  not  st 
at  safety.  The  rig  can  send  34  pipes  as 
as  4  miles  in  each  direction  to  suck  oil  aj 
gas  out  of  the  ground.  All  the  while  e 
treme  measures  are  needed  to  prevent  t 
gas  and  oil  from  blowing  out  and  creati 
a  human  and  environmental  disaster  p 
tentiaUy  equal  to  a  dozen  Exxon  Valdez 
Environmental  standards  are  strict  enou 
that  the  rig  was  recently  shut  down  whei 
slick  of  oO  that  turned  out  to  be  from 
old  polluted  drilling  site  on  the  Sakha 
mainland  drifted  toward  the  rig. 

Part  of  the  deal  Shell  has  stru 
involves  training  Russian  technicians  in 
the  methods  needed  to  run  the  rig.  0\ 
the  30-year  course  of  the  project,  70% 
the  work  has  to  go  to  Russian  companii 
Greater  technological  chaUenges  lie  ahe 
once  gas  production  starts.  The  gas  has 
be  piped  1 ,000  miles  from  the  gas  field 
the  north  of  Sakhalin  to  an  ice-free  p( 
on  the  extreme  south  of  the  island.  The 
it  will  be  compressed  to  1  /600th  its  norn 
volume  and  loaded  into  special  tanki 
costing  $200  million  each  to  buOd. 

With  engineers  on  Sakhalin  who  cob 
from  dozens  of  nations  and  have  ahea 
coped  with  hardships  fi-om  the  swamps' 
Nigeria  to  the  deserts  of  Syria,  Shell  do 
not  face  any  insurmountable  challeni 
says  McVeigh. 

If  he  is  right,  and  if  this  project  pa' 
the  way  for  a  full-scale  entry  by  foreign 
concerns  into  Russia,  they  can  look  fa 
ward  to  sinking  at  least  $100  billion 
top  of  the  $45  billion  pledged  so  far) 
these  rough  seas,  says  Bradshaw  in 
energy  newsletter.  The  world's  mighti< 
companies  have  met  their  match. 
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INFRASTRUCTURE  101. 
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Get  the  free  Executive 
e-business  Infrastructure  Guide. 


Use  big  words  without  fear. 
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Put  new  I.T.  insights  to  work. 


PARLEZ-VOUS  SCALABIUTY,  Linu^  middleware? 
Infrastructure  has  its  own  lingo.  But  it  isn't  just 
about  big  words,  it's  about  big  ideas.  Ideas  that  can 
transform  your  business  through  online  processes, 
Web  enablement  and  dynamic  new  business 
models.  Ideas  that  combine  people,  applications 
and  hardware  in  ways  never  before  imagined. 

The  IBM  E.xecutive  e-business 
Infrastructure  Guide  starts  with  some 
of  the  basics.  Like,  what's  infrastructure? 
(In  short,  the  technological  foundation  of 


any  enterprise.)  And  it  outlines  every  major  stage 
of  e-business  evolution,  while  covering  such  key 
topics  as  openness,  outsourcing  and  end-to-end 
capabilities.  It's  yours  free,  simply  by  registering 
online  or  by  phone. 

To  receive  your  complimentary  copy  of 
The  Executive  e-business  Infrastructure  Guide,  visit 
our  Web  site  at  B>m.com/e-business/guide3. 
Or  you  can  call  us  at  1  800  IBM  7080 
(ask  for  Guide  3).  And  master  the  imiversal 
language  of  infrastructure. 


FREE  EXECUTIVE  E-BUSINESS  INFRASTRUCTURE  GUIDE 


@  ibm.Com/e-business/guideS    (2^  1 800  IBM  7080,  ask  for  Guide  3, 


(@  business  infrastructure 


£GAL  NOTE  IBM,  the  e-business  logo  and  other  marks  designated  "or™  are  tradennarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other 
lountries.  Linux  is  a  trademark  of  Linus  Torvalds.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©  2001  IBM  Corporation.  All  rights 
eserved.  Limit  one  book  per  respondent.  Respondents  will  be  required  to  complete  a  registration  form  in  order  to  participate  in  this  offer  Offer  ends  12.31.01.  Please  allow  4-6 
reeks  for  delivery.  Offer  available  only  in  U.S. 


ALPH  AND  LARRY  P  CIMMARUSTI REMEN4BER  THAT  FIRST 
^1  taste  of  Burger  King,  back  in  1973.  One  of  the  chain's 
early  Los  Angeles  restaurants  had  opened  next  to  their 
H  family's  Italian  delicatessen.  Ralph,  then  1 9,  sampled  a 
^ktlame-broiled  Wliopper.  "When  he  came  back  he  said, 
lose  are  the  most  delicious  hamburgers  you'll  ever  have,'" 
ry  recounts.  "I  said:  'Oh  my  God,  we're  going  to  go  broke.'" 
They're  busted  all  right,  but  not  the  way  Larry  expected.  The 
inmarustis,  who  started  on  their  way  to  owning  140  Burger 
ig  units  a  few  months  after  Ralph's  first  bite,  filed  for  Chapter 
bankruptcy  in  July.  But  though  they  still  rave  over  Wlioppers, 
rger  King,  they  say,  has  been  a  cruel  mistress.  Overnight,  the 
nd  lost  its  sizzle,  taking  Cimm's,  their  franchisee  minichain, 
m  $190  million  in  revenues  in  1998  to  $135  million  last  year. 
5ses  reached  $5  million. 

The  Cimmarustis'  experience  is  extreme  but  indicative  of 
jat  the  1,800  other  franchise  groups  holding  nearly  all  the 
in's  1 1 ,370  stores  worldwide  are  feeling.  Two  other  large,  trou- 
franchisees,  Westchester,  111. -based  AmeriKing  and  Sydran, 
an  Ramon,  Calif.,  are  restructuring  their  debt.  Lehman  Broth- 
analyst  Mitchell  Speiser  says  Burger  King  and  its  fianchisees 
probably  feeling  more  pain  than  any  other  big  fast-food  chain. 
Same-store  sales  dropped  4%  in  fiscal  2001,  ended  in  June, 
ger  King,  a  unit  of  I^ritish  liquor  giant  Diageo  since  1 988, 
net  income  drop  12%  to  $250  million  on  revenue  of  $1 1.2 
ion,  down  1%.  Burger  King  was  slow  to  react  to  the  slump, 
Cimmarustis  complain.  In  1998  it  pushed  the  withdrawal 
long-standing  99-cent  promotional  price  Ibr  the  c]uar- 
pound  Whopper,  an  engine  of  volume  when  diners  added 
s  and  drinks.  About  the  same  time,  movie  tie-in  giveaways 
t  had  been  big  draws  (Pokemon  and  The  Lion  King)  were 
rshadowed  by  clunkers  {Wild  Wild  West).  Smaller  com- 
tors  like  Jack  in  the  Box  and  Rally's  picked  up  momen- 
Not  only  were  the  Cimmarustis  especially  clipped  at  the 
1  register,  but  they'd  borrowed  $80  million  to  expand 
;nfold  since  1992.  Each  new  shop  came  with  a  $40,000 
ichise  fee,  which  was  raised  to  $50,000  not  long  ago. 

/ALUE  MEALS?  


Operators  grew  bitter  at  Diageo.  A  celebrated  revamp  of  BK's 
french  fries  in  late  1997  to  challenge  sector  leader  McHonald's 
tared  not  much  belter  than  New  Coke.  Neither  London  nor  the 
BK  headquarters  in  Miami  showed  inspiration,  says  Ralph:  "You 
have  to  have  somebody  in  charge.  There  has  to  be  a  captain." 

lb  die  relief  of  diehards  like  the  C>immaruslis  (who,  while  the 
bankruptcy  proceeds,  continue  to  hold  120  Burger  Kings  as  well 
as  9  Tony  Roma's  rib  joints),  a  captain  is  now  at  (he  controls. 

John  Dasburg,  58,  veteran  chief  executive  of  Northwest  Air- 
lines, who  ran  the  Big  Boy  and  Roy  Rogers  chains  at  Marriott's 
restaurant  division  in  the  198()s,  was  brought  in  tliis  April  to  right 
Burger  King  for  at  least  a  partial  sale  by  Hiageo.  Dasburg  quickly 
won  converts  by  scaling  back  a  hated  restaurant  redesign  and 
kitchen  overhaul  that  the  Cimmarustis  figure  would  have  cost 
$250,000  per  franchise  while  saddling  franchisees  with  extra 
staffing  and  training  burdens  to  man  the  new  broilers.  Dasburg  has 
settled  for  a  simpler  plan  that  will  cost  less  than  a  third  as  much. 

The  new  boss  plans  to  add  or  imprcwe  14  items  on  a  menu 
unchanged  since  1998.  His  goal:  Strengthen  core  products  like 
shakes  and  onion  rings,  while  adding  pizzazz  with  such  new  items 
as  a  sourdough  bacon  cheeseburger.  Dasburg  knows  franchisees 
need  something  positive  to  talk  about  after  live  years  ol  declining 
traffic.  "There  is  no  amount  of  restructuring  that  can  compensate 
for  a  failing  top  line,"  he  says. 

An  early  bit  of  good  news:  Chaiiiwide  sales 
bounced  3%  in  September.  ^^^^3 
An  alliance  with  Dream     John  Dasburg  got 
Works  resulted  in  a  tie-in  to   operators  smiling, 
the  popular  movie  Shrek 
and  to  upcoming  projects  like  Spirit: 
Stallion  oj  the  Cimarron,  which  will 
likely  build  on  that  momentum.  But 
for  Burger  King  to  keep  its  solid 
number  two  spot  in  the  sand- 
wich field,  the  Cimmarustis' 
confidence  in  Dasburg  had  bet- 
ter not  be  misplaced.  F 


I  acquire  a  fast-food  restaurant  brand,  most  operators  pay  big  initial  franchise  fees  as  well  as  royalties  on  all  their  sales. 


Burger  King 
$50,000 

plus  8.5% 
of  sales 


Wendy's 
$25,000 
plus  8% 
of  sales 


McDonald's 
$45,000 
plus  8%  of 
sales 


iltios  include  advertising  fund  payments.  Sources:  Companies:  Kessov  Finance. 


Subway 
$10,000 
plus  11.5% 
ot  sales 


Domino's 
no  franchise  fee 
8.5%  of  sales 


■if-' 


.•-■4 


Krispy  Kreme 
$40,000 
plus  5.5%  of  sales 


1 
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bu  can  put  together  a  terrific  record 
f  earnings  consistency,  if  that's  all 
lat  matters.  But  what  price  do  you 
ay  in  growth?  I  by  phyllis  berman 


ins.  Would  Knight  maintain  the  streak? 

He  did,  with  a  vengeance.  When  he  handed  over  the  chief 
ecutive  job  in  October  2000  to  his  hand-picked  successor, 
ivid  Farr,  Emerson's  unbroken  string  of  earnings  gains 
etched  to  43  years.  No  other  New  York  Stock  Exchange  com- 
ny  could  boast  that.  Emerson  has  a  nice-looking  balance 
;et,  too.  Its  bonds  get  an  Aa3  credit  rating. 

No  question,  consistency  and  financial  strength  count  for 
nething  on  Wall  Street.  But  Chuck  Knight's  Emerson  paid  a 
ce  for  this  consistency:  It  wasn't  much  of  a  growth  company, 
was  boring.  It  made  compressors  and  washing  machine 
)tors.  During  those  43  years,  reluctant  to  migrate  from  things 
ctric  to  things  electronic,  Emerson  almost  entirely  missed  the 
jlosive  growth  in  such  fields  as  semiconductors  and  tele- 
ony.  Knight  had  taken  Emerson  from  $938  million  in  sales  at 
:  time  of  his  appointment  to  $16  billion  last  year,  but  the  faster 
)wth  occurred  near  the  beginning  of  his  tenure.  Emerson's 
idiocre  sales-per-share  growth  of  7.3%  over  the  past  decade 
ts  it  in  the  bottom  half  of  the  Value  Line  universe. 

WTien  he  got  the  top  job,  would  David  Farr,  46,  continue  in 

ways  of  his  mentor?  You  would  have  expected  as  much.  He 
i  spent  his  entire  career  at  Emerson,  having  joined  immedi- 
ly  after  graduation  from  Vanderbilt  University's  business 
ool  in  1980.  Knight  picked  him  only  after  a  drawn-out  com- 
ition  with  other  Emerson  veterans  (see  box,  p.  68).  Knight, 
/V  65,  continues  as  nonexecutive  chairman  a  few  hours  a  week 
he  headquarters  in  St.  Louis. 

So  it  was  shocking  news  when  Farr  announced  last  summer 
lerson  would  report  a  down  third  quarter  (ended  June  30).  In 
tober  Farr  told  security  analysts  full-year  earnings  were  down, 


too,  to  $3.01  per  share  from  $3.31  in  2000.  And  the  company 
would  take  an  unheard-of  (for  Emerson)  restructuring  charge 
amounting  to  $375  million  for  that  year.  That  meant  earnings 
after  charges  would  be  a  mere  $2.40.  It  will  also  cost  Emerson 
$170  million  in  fiscal  2002  to  complete  the  closing  of  20  of  its  350 
factories  and  to  lay  off  10%  of  its  40,000  workers. 

A  down  year?  It  was  like  Joe  DiMaggio  not  getting  on  base. 
But  there  were  no  Bronx  cheers  from  Wall  Street;  at  a  recent  $53, 
the  stock  is  right  where  it  was  in  June  2000.  Either  investors'  pas- 
sion for  earnings  predictability  is  exaggerated,  or  else  they  took 
the  bad  news  as  a  sign  that,  at  long  last,  the  company  was  on  the 
move.  That  compulsion  for  consistency  must  have  cost  Emer- 
son some  opportunities;  freed  of  it,  David  Farr  could  go  for  faster 
growth. 

Knight  was  well  aware  of  how  his  growth  engine  had  petered 
out,  and  he  had  long  been  looking  for  new  businesses  with  more 
potential.  He  wasn't  going  to  plunge  headlong  into  something 
faddish  like  the  Internet  or  something  ultra-high-tech  like  sili- 
con wafers.  Instead,  he  looked  for  ways  to  get  a  technological 
edge  in  some  of  Emerson's  commodity-like  product  lines. 

His  most  notable  success  was  in  fluid  process  controls,  a 
division  now  accounting  for  19%  of  sales  and  one  that  Farr  ran 
in  the  late  1990s.  These  are  the  valves  and  other  devices  that  con- 
trol the  ingredients  running  through,  say,  a  petrochemical  or 
ice-cream  plant.  Emerson  used  to  get  almost  all  of  its  sales  here 
from  parts  like  valves  and  meters.  But  a  stainless  steel  ball  valve 
is  just  a  stainless  steel  ball  valve,  and  there  are  a  lot  of  companies 
that  can  sell  you  one. 

In  1995  Emerson's  engineers  developed  a  "system"  to  sell 
instead.  What  they  call  Plant  Web  is  a  complex,  integrated  col- 
lection of  controls  and  meters  that  talk  to  each  other  and  to  any 
laptop  computers  that  the  plant  operators  are  walking  around 
with,  even  if  they  are  offsite.  Once  the  Emerson  salesman  gets 
Plant  Web  into  a  factory,  he  has  something  of  a  captive  market 
when  it  comes  time  to  replace  or  add  a  valve. 

How  to  make  that  initial  sale?  Emerson  claims  that  compet- 
ing products  from  Honeywell,  Invensys  and  ABB  compel  a  plant 
manager  to  walk  to  a  flow-control  station  to  get  readouts  of  the 
pressures  or  pounds  per  second  or  what  have  you.  Process  con- 
trols make  up  Emerson's  fastest-growing  division,  with  a  14% 
share  of  the  $23  billion  worldwide  market. 

Farr's  contribution:  marketing.  He  took  this  idea  to  Knight: 
Hire  a  hotshot  ad  agency  to  design  ads  to  run  in  industry  trade 
journals,  seeking  to  draw  the  technologically  savvy  to  a  new 
Emerson  Web  site.  The  site  would  let  visitors  play  a  game  using 
Plant  Web  to  redesign  their  own  plants. 

Says  Farr:  "Knight  was  highly  skeptical  that  the  ads  would 
work.  He  rejected  the  idea  and  told  me  to  rethink  it  and  come 
back.  But  time  was  running  short,  so  we  launched  the  site. 
Knight  found  out  about  it  two  months  later.  By  that  time,  the 
site  was  going  like  gangbusters." 

Emerson  has  had  another  important  success.  It  got  into 
compressors  in  1986  by  acquiring  a  company  called  Copeland, 
which  then  had  sales  of  $500  million.  Emerson  then  developed 
reciprocating  scroll  compressors,  which  reduce  the  noise  and 
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increase  the  reliability  of  industrial  air  con- 
ditioners. As  a  result  Emerson  compressors 
are  a  component  in  52%  of  the  industrial 
air-conditioning  units  sold  worldwide,  and 
its  customer  base  includes  every  major  air 
conditioner  manufacturer  in  the  U.S.  The 
Copeland  division's  sales  are  $1.8  billion 
this  year. 

In  1 997  Knight  bought  his  way  into  the 
telecommunications  sector,  acquiring  busi- 
nesses that  make  power  supplies  and  cli- 
mate controls  for  the  vast  banks  of  servers 
and  switching  equipment  that  run  Internet 
and  phone  networks.  This  could  have  been 
just  the  thing  to  give  Emerson  sex  appeal 
on  Wall  Street — after  all,  American  Power 
Conversion,  in  a  similar  line  of  work,  was 
one  of  the  great  growth  stocks  of  the 
1990s — ^but  the  collapse  of  telecom  in  the 
past  two  years  dashed  that  hope. 

And  so  Emerson's  slowpoke  image 
lingers.  Explains  former  shareholder 
Morgan  Roberts  of  Manchester  Capital 


Management,  who  dumped  Emerson 
shares  near  their  high  in  the  70s  earlier 
this  year:  "The  company's  big  weaknesses 
are  that  it  has  no  top-line  growth  and  that 
it  is  so  closely  aligned  with  the  economy." 

Farr  intends  to  change  all  that.  "We 
could  have  made  our  numbers,"  he  says. 
"But  the  only  way  would  have  been  to  cut 
back  on  developing  technological  innova- 
tions. If  we  did  that  we  wouldn't  be  pre- 
pared when  the  economy  turns  up." 

Farr  is  carefiil  to  reaffirm  his  loyalty  to 
the  man  for  whom  he  worked  directly  for 
seven  years.  Says  Farr,  "I've  always  consid- 
ered Chuck  a  good  friend  as  well  as  the 
boss."  Farr's  teenage  daughter  sits  next  to 
Knight  at  Rams  games  (good  seats — 
Knight  played  a  big  role  in  bringing  the 
NFL  team  from  Los  Angeles  in  1995). 
Knight  and  Farr  are  friends,  to  be  sure,  but 
very  different  in  style.  Knight  is  charis- 
matic but  tough  and  domineering,  Farr 
informal  and  easy  to  approach.  Knight 


scarcely  uses  the  computer  at  his  desk;  F^| 
is  most  easily  reached  by  e-mail. 

An  annual  event  at  Emerson  is  t 
planning  conference.  In  October  1( 
executives  showed  up  at  the  headquarte 
toting  thick  black  binders  from  whi> 
they  would,  under  Knight,  reel  off  budg 
figures  and  clever  ideas  for  cost  contro 
Farr  brushed  aside  that  ritual.  He  aske 
Is  your  division  one,  like  Process  Contn 
that  is  the  scene  of  technological  innov 
tion?  If  not,  is  it  generating  lots  of  cash'^ 
neither,  then  it  (or  you)  may  be  go: 
soon.  Farr  says  that  a  fourth  of  the  cor 
pany's  revenues  are  from  operations  th 
fall  into  the  "neither"  category. 

Emerson  Electric  is  one  of  16  comp 
nies,  among  1 ,700,  that  get  Value  Line's  t< 
rank  for  both  "safety"  and  "earnings  pr 
dictability."  Take  another  look  in  five  yea 
It  will  be  okay  if  the  business  has  lost  sor 
safety  and  comfort  in  return  for  a  top  li 
that  is  a  little  more  electrifying. 


Don't  Wreck  My  Edifice 


CHUCK  KNIGHT  WORKED 
at  Emerson  Electric  for 
28  years  and  ran  it  for 
27.  To  produce  an  extra- 
ordinary string  of  earn- 
ings gains,  he  constructed  a  finan- 
cial planning  system  that  made 
surprises  just  about  impossible. 

Who  was  worthy  to  be 
Knight's  successor?  Would  that 
person  undo  his  accomplish- 
ments? Knight  agonized. 

Like  Jack  Welch  at  General 
Electric,  Knight  ran  a  competition 
among  insiders.  The  Emerson 
footrace  involved  eight  candidates, 
watched  over  four  years  by  a  St. 
Louis  psychologist  and  by  two 
consulting  firms. 

"Very  few  successions  are  as 
detailed  and  drawn  out  as  Emer- 
son's was,"  says  Mary  Fontaine,  general  manager  at  the  Hay 
Group,  one  of  the  consulting  firms.  "In  the  majority  of  cases 
the  chief  executive  who  wants  to  select  from  within  the  com- 
pany chooses  his  candidate  by  instinct  and  then  goes  to  the 
board  for  approval." 

V^y  did  it  take  Knight  so  long  to  make  up  his  mind?  It 


could  be  he  was  reluctant  to  let  go 
(although  he  was  just  64  when  he 
stepped  aside).  One  of  his  lieu- 
tenants dared  to  tell  him  in  a 
memo:  "It  was  only  because  you 
are  so  charismatic  that  you  could 
act  in  ways  that  simply  would  not 
have  been  acceptable  if  anyone  else 
tried  them."  Or  it  could  be  that  he 
couldn't  stand  the  idea  that  a  suc- 
cessor might  dismantle  his  beloved 
planning  system. 

Knight  moved  his  office  from 
Emerson  to  the  new  Charles  F. 
Knight  Executive  Education  Cen- 
ter at  Washington  University's 
business  school.  There  he's  writing 
a  book — not  an  autobiography, 
like  Welch's  Jack:  Straight  from  the 
Gut,  but  something  touching  on 
Emerson's  management  methods. 
One  other  difference  from  GE:  Some  of  the  second-place 
finishers  are  sticking  around.  Among  them:  lames  Berges,  54, 
a  25-year  Emersonite  who  is  working  on  telecom  power  sup- 
plies, and  Charles  Peters,  46,  a  22-year  veteran  using  online 
technology  to  centralize  operations.  A  good  part  of  what 
Knight  constructed  will  survive.  — P.B. 
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New  Direction  for 


hen  Fairchild  Semicon- 
W  ductor  looked  to  locate  its 

f  new  corporate  headquar- 

II  the  late  1990s,  it  really  considered 
ione  option  —  Maine.  Already  sup- 
by  a  "wonderful"  workforce, 
or  quality  of  life  and  cooperation 
tate  and  local  officials,  CEO  Kirk 
ays  the  choice  was  easy  after 
lering  the  whole  package, 
f.ially  for  Pond,  who  had  become 
led  in  Maine  that  he  commuted 


cross-countn/  to  California  for  more  than  a 
decade.  "I  have  lived  all  over  the  world," 
Pond  says,  "and  this  is  really  the  best 
place  to  live." 

But  It  IS  also  good  business.  Since 
breaking  off  from  National  Semiconductor, 
Fairchild  has  boosted  its  local  workforce  to 
nearly  1,500,  invested  millions  in  plants 
and  equipment,  and  now  generates  annual 
revenues  of  nearly  $1 .8  billion. 

Indeed,  Maine,  renowned  for  its  breath- 
taking vistas  and  resource-based  econo- 


by  Dean  Lunt 

my,  is  emerging  as  a  special  hybrid  in  the 
business  world  —  not  only  a  great  place  to 
live  or  raise  a  family,  but  also  a  great  place 
to  work  or  build  a  company. 

An  enticing  mix  of  advanced  technolog- 
ical infrastructure,  cooperative  education- 
al efforts,  business  assistance  programs 
and  a  productive  workforce  has  helped 
companies  operating  in  Maine  thrive. 
Today,  Maine  serves  as  the  headquarters 
or  key  location  for  such  diverse  companies 
as  biotechnology  firm  IDEXX  Laboratories, 


Tom  O'Connor,  President,  Maritimes  & 
Northeast  Management  Company 

Maritimes  & 
Northeast  Pipeline 

For  the  first  time,  Maine  is  at  the 
beginning  of  a  U.S.  energy  highway 
and  the  650-mile  Maritimes  & 
Northeast  Pipeline  placed  it  there. 

Maritimes  transports  natural  gas 
from  recently  developed  fields  off- 
shore Nova  Scotia  to  markets  in 
Canada  and  the  U.S.  As  the  state's 
largest  infrastructure  project  built 
since  the  Maine  Turnpike,  Maritimes 
traverses  eastern,  central  and  south- 
ern Maine.  It  has  strengthened  the 
state's  energy  competitiveness,  pro- 
viding consumers  with  a  new  clean- 
er-burning and  efficient  fuel  source. 
Approximately  half  of  the  natural 
gas  entering  the  U.S.  via  Maritimes 
stays  in  Maine  for  industrial,  com- 
mercial and  residential  customers 
including  gas-fired  electric  generat- 
ing plants  and  local  distribution 
companies. 

Plans  are  being  developed  to  ex- 
pand the  pipeline's  capacity  to  bring 
even  greater  supplies  of  natural  gas  to 
the  state  —  further  enhancing 
Maine's  energy  security,  reliability  and 
competitiveness.  Maritimes  is  a  pro- 
ject of  Duke  Energy,  Westcoast 
Energy,  ExxonMobil  and  Emera,  Inc. 


Maritimes 
^Northeast 

Pipeline 


www.mnpp.com 


genetic  research  leader  The  Jackson  Lab- 
oratory, shipbuilder  Bath  Iron  Works  and 
outdoor  clothing  and  sporting  goods  icon 
L.L.  Bean  —  not  to  nnention  the  home- 
grown lobster  pounds,  furniture  makers, 
blueberry  growers  and  rafting  companies 
that  infuse  Maine  with  its  unique  texture 
and  special  character. 

"Maine  is  a  wonderful  place  to  visit  and 
an  even  better  place  to  live,  but  it  is  more 
than  mountains  and  moose  and  lob- 
ster," says  Maine's  businessman-turned- 
governor,  Angus  King.  "It  is  not  only  a 
great  place  to  work  and  do  business,  but 
also  a  great  place  to  succeed." 

Clearly,  a  key  attraction  is  the  lifestyle 
enjoyed  by  Maine  residents.  In  recent 
years,  Maine  has  been  named  best  place 
to  raise  a  child  by  the  Children's  Rights 
Council  and  one  of  the  nation's  healthiest 
states  by  SELF  magazine.  Maine  also 
boasts  the  nation's  highest  childhood 
immunization  rate,  and  is  consistently  rated 
one  of  the  safest  places  to  live  in  America. 

Furthermore,  Maine's  K-12  educational 
system  is  regularly  ranked  as  one  of  the 
nation's  highest  performing  school  sys- 
tems by  the  National  Education  Goals 
Panel,  while  also  claiming  the  nation's  high- 
est high  school  graduation  rate. 

The  superior  quality  of  life  is  enhanced 
by  lack  of  traffic  congestion,  lower  home 
prices  than  other  New  England  states  and 
abundant  outdoor  activities.  In  the  case  of 
South  Portland-based  Fairchild  Semicon- 
ductor, employees  can  leave  work  and  find 
themselves  sailing  on  Casco  Bay  or  shop- 
ping at  Freeport  outlets  in  just  minutes.  Or, 
heading  north,  ski  at  a  world-class  resort  in 
barely  90  minutes. 

Yet,  beneath  the  idyllic  Maine  image 
exists  a  thriving  business  environment. 

Among  the  companies  capitalizing  on 
Maine's  strengths  is  Boston-based  Putnam 
Investments,  a  company  that  manages 
more  than  $300  billion  in  assets.  In  2000, 
Putnam  utilized  Maine's  high-tech  telecom- 
munications system  (80,000  miles  of  fiber- 
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lichael  E.  Dubyak,  President  and 
CEO,  Wright  Express 

Wright  Express 

the  leading  provider  of  fleet 
ge  cards,  Wright  Express  serves 
■  180,000  commercial  and  gov- 
nent  fleets  across  the  U.S., 
Ida  and  Puerto  Rico.  The  Wright 
ess  fleet  charge  card,  accepted 
ne  out  of  10  gas  stations  nation- 
,  is  a  valuable  management  tool 
businesses  with  fleets  of  vehicles. 
;apturing  additional  purchase 
mation,  such  as  who  made  the 
Inase  and  the  odometer  reading, 
Wright  Express  card  provides 
j  managers  with  accurate  and 
y  information  to  monitor  fleet 
1^  and  vehicle  performance, 
f-ight  Express  has  built  strategic 
onships  with  major  oil  compa- 

i  vehicle  leasing  companies,  and 
i/  service  and  maintenance  mer- 
its in  the  U.S.  Several  years  ago, 
t:ompany  established  its  own 
I  and  most  recently,  it  broadened 
hrvices  by  adding  MasterCard- 
Ijjed  corporate  cards. 

jight  Express'  success  is  built 
h  18-year  history  of  hard  work, 
^  ce  commitment  to  customers, 
iig  partnerships  and  the  support 
:  e  state  of  Maine  and  city  of 

ii  Portland. 
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optic  cable  and  a  100%  digitally  switched 
network),  customized  workforce  training 
assistance  and  tax  incentives  to  launch  its 
innovative  work@honne  program.  The  com- 
pany hired  more  than  1 50  people. 

"We  knew  we  could  rely  on  Maine 
people  to  be  productive  in  a  home-based 
environment  because  Maine  people  are 
known  to  be  independent,  hardworking, 
honest  and  resourceful,"  says  Karnig  Dur- 
garian,  senior  managing  director,  chief  of 
operations,  Putnam  Investments. 

Indeed,  one  thing  that  stands  out  for 
companies  like  General  Electric  in  Bangor 
and  Pratt  &  Whitney  m  North  Berwick  is 
the  Maine  workforce. 

Just  ask  The  Jackson  Laboratory, 
which  IS  planning  a  $75  million  expansion 
in  Bar  Harbor.  "In  all  my  years  managing 
companies  in  the  U.S.  and  abroad,  I  have 
never  seen  a  work  ethic  to  match  that 
here  in  Maine,"  says  Warren  Cook,  pres- 
ident of  JAX  Research  Systems,  The 
Jackson  Laboratory.  "Staff,  especially  in 
line  jobs,  bring  the  highest  level  of  pro- 
fessionalism to  their  work  and  get  the  job 
done  well. " 

However,  faced  with  intense  competi- 
tion to  attract  employers,  Maine  doesn't 
rely  solely  on  the  reputation  of  its  work- 
force. Instead,  the  state  has  aggressive- 
ly slashed  the  cost  of  doing  business, 
including  a  dramatic  reduction  in  taxes  of 
nearly  $450  million  per  year,  and  has 
helped  introduce  innovative  programs  to 
assist  with  financing  and  training.  These 
efforts  include; 

•  Customized  workforce  training  through 
the  Maine  technical  colleges  and  other 
cooperative  programs. 

•  Job,  technology  and  investment  tax 
credits. 

•  Employment  tax  and  municipal  tax 
increment  financing. 

•  Grants,  venture  capital  and  low  inter- 
est loans  that  provide  millions  of  dol- 
lars to  developing  Maine  businesses. 

•  R&D  assistance,  including  the  Maine 


Scott  Roberts, 
President  and  COO,  Commtel 

Commtel 

Commtel  is  a  Maine-based  commu- 
nications corporation,  founded  in 
1898,  dedicated  to  providing  Maine 
businesses  with  the  tools  and  ser- 
vices needed  for  today's  high-tech 
communications  environment. 

Commtel  has  facilities  in  both 
Portland  (Maine's  largest  city)  and 
Winthrop  (adjacent  to  the  state's 
capital). 

Over  the  past  three  years, 
Commtel  has  moved  quickly  into 
the  data  services  market,  first  as  an 
Internet  Service  Provider,  and  now 
with  an  array  of  additional  relevant 
products  and  services  such  as 
Connectivity,  including  Enhanced 
Access  T-1,  Collocation,  Managed 
Collocation,  Data  Storage,  Security 
and  Data  Replication.  We  also  have 
the  advantage  of  owning  a  public 
switched  telephone  network,  and 
we  were  the  first  telephone  compa- 
ny in  the  state  to  successfully  roll 
out  an  ADSL  product  that  is  inde- 
pendent of  Verizon. 

Commtel  is  making  a  large 
investment  in  its  proposed  Internet 
Data  Center  in  the  city  of  Portland 
and  is  eager  to  talk  to  companies 
about  their  data  needs. 


commtel 


www.commtel.net  1-800-917-7517 
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Technology  Institute  and  seven  tech- 
nology incubators. 

•  Governmental,  educational  and  private 
sector  cooperation  and  access  to  deci- 
sion nnakers. 

McCain  Foods  USA  Inc.,  which  has 
recently  invested  more  than  $90  million 
expanding  in  Aroostook  County,  appreciat- 
ed those  efforts  as  well  as  its  Maine  work- 
force. "Cooperation  between  state  and 
local  government  agencies  and  industry  is 
tremendous,  providing  tax  incentives  and 
training  programs,"  says  Gilles  Lessard, 
chairman  and  CEO  of  McCain  Foods  USA. 

Fairchild  also  relies  on  the  technical 
schools  and  has  worked  cooperatively  with 
the  university  system  to  both  create  and 
bolster  engineenng  programs. 

Also  attractive  is  Maine's  location.  South- 
ern Maine  is  barely  an  hour's  drive  from 
Boston,  and  the  state  is  easily  accessible 
by  highway,  rail,  sea  and  air. 


Furthermore,  Maine  sits  in  the  middle 
of  a  prime  international  market.  Located 
within  a  10-hour  drive  of  the  capital  city 
of  Augusta  is  21  %  of  the  U.S.  market  and 
50%  of  the  Canadian  market.  Maine's 
year-round,  deepwater  ports  are  a  day 
closer  to  Europe,  cutting  trans-Atlantic 
shipping  times.  In  fact,  Maine  annually 
exports  nearly  $2  billion  worth  of  goods. 

These  factors  help  make  Maine  a  pnme 
location  for  nearly  40  Canadian  firms, 
including  J.D.  Irving,  Prexar  and  Great 
Northern  Paper.  And  they  have  made 


Maine  an  increasingly  attractive  choi( 
European  companies  such  as  Gem 
based  ZF  Lemforder  Corp.,  a  manufj 
er  of  automotive  components. 

Overall,  Maine  officials  believe 
state  offers  a  wonderful  opportun 
businesses  and  workers  alike.  Thus 
are  actively  working  to  get  Maine  e 
forefront  of  companies  looking  for 
locations.  "Maine  has  a  lot  to  offer; 
its  workers  to  its  lifestyle  to  its  supp 
both  new  and  mature  businesses," 
Steve  Levesque,  commissioner  o 
Department  of  Economic  and  Comr 
ty  Development.  "Maine  really  is  j 
great  state  —  you  can  have  a  terrific 
ity  of  life  and  a  terrific  job  in  the  j 
place." 


Web  site:  www.econdevmaine.com 
E-mail  address:  biz.growth@state.n' 
Phone:  1-800-541-5872 


Paul  Walsh, 

Chairman  and  CEO,  Clareon  Corporation 
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the  txjsiness  payment  network 


Clareon 

Clareon  was  founded  to  change  the  way  business  gets  done. ..and  business  in  Mair 
and  beyond  —  is  changing  for  the  better  every  day. 

We  created  PayMode^'*^,  a  business-to-business  electronic  payment  network  to  er 
enterprises  of  all  sizes  to  make  and  receive  payments,  to  and  from  their  suppliers  and 
tomers,  in  a  more  efficient  and  secure  way  than  ever  before.  PayMode  addresses  a  cr 
requirement  of  21st  century  commerce  —  companies  and  governments  must  reduci 
costs  and  risks  associated  with  conducting  business  transactions.  And  the  mark 
responding.  PayMode  usage  is  currently  growing  by  more  than  200%  per  month. 

We  chose  Maine  as  the  place  to  locate  and  grow  Clareon,  and  ultimately  fulfill  our  mis 
because  Maine  offers  clear  access  to  what  we  consider  to  be  four  of  the  most  impo 
ingredients  for  success: 

•  A  state-of-the-art  technology  infrastructure  to  power  our  company 

•  Educated,  innovative  and  highly  talented  people  to  drive  the  company  forward 

•  An  active  and  motivated  state  government  to  support  our  growth 

•  A  quality  of  i'rfe  like  no  other 

Processing  and  transmitting  payments  and  related  confidential  information  via  PayN 
requires  Clareon  to  establish  a  level  of  quality  and  customer  trust  unparalleled  in  the 
tal  world.  Working  and  living  in  Maine  has  been  central  to  Clareon's  growth,  as  well  a: 
ability  to  deliver  PayMode  beyond  our  customers'  expectations. 

—  Paul  Walsh,  chairman  and  CEO  of  Clareon  Corpor; 


Clareon  Corporation  25  Pearl  Street  Portland,  Maine  207-771-3700  vwvw.clareon 
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HOTOGRAPHIC  TESTAMENT  TOTHE  THREE  HUNDRED  FORTY-THREE 

NEW  YORK  CITY  FIREFIGHTERS  WHO  SACRIFICED  THEIR  LIVES  TO  SAVE 
OTHERS  ON  SEPTEMBER  11,  2001.  WITH  WORDS  BY 


FRANK  McCOURT,  RUDOLPH  W.  GIULIANI  and  THOMAS  VON  BSSBN 

_AND  PICTURES  BY  OVER ^'XT\^PiHOTOGRAPHERS,  INCLUDING 

ALBERT  WATSON,  MARY  BLLBN  MARK  AND  MARK  SBLIGER. 


BROTHERHOOD 


PROCEEDS  RECEIVED  BY  AMERICAN  EXPRESS  FROM  THE 
SALE  OF  THE  BOOK  WILL  BENEFIT  THE  FAMILIES  OF  THE 


FALLEN  FIREFIGHTERS  AND  RESCUE  WORKERS 
OF  THE  SEPTEMBER  11  TRAGEDY. 


AVAILABLE  AT  FINE  BOOKSTORES  EVERYWHERE 


lATIONS  WILL  BE  MADE  IN  EQUAL  PARTS  TO  THE  TMN  TOWERS  FUND  AND  THE  FAMILY  ASSISTANCE  PROJECT  OF  THE  FDNY  FIRE  SAFETY  EDUCATION  FUND  TO  BENEFIT  THE  FAMILIES  0"^  THE 
FALLEN  FIREFIGHTERS  FROM  THE  9/11/01  TRAGEDY  THIS  CONTRIBUTION  IS  NOT  TAX  DEDUCTIBLE  TO  THE  PURCHASER  OF  THE  BOOK, 
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The  Man 

Dogged  pursuit  of  his  obsession  has  made 
Jacques  Littlefield  the  Patton  of  collecting. 

BY  VICTORIA  MURPHY 

JACQUES  LITTLEFIELD'S  WORKSHOP  IS  A  FIELD  HOSPITAL  FOR 
military  vehicles.  Here  a  bare  chassis  on  a  stand,  there  a  set  of 
tracks  being  repaired  or  a  piece  of  armor  plate  in  need  of 
patching.  His  passion  is  tank  restoration.  History  does  not 
excite  this  man.  You  won't  find  him  poring  over  accounts  of 
the  Maginot  Line  or  the  Yom  Kippur  war.  What  turns  him 
on  is  technical  perfection — the  hunt,  say,  for  a  two-gallon  oil 
can  made  for  nearly  every  U.S.  World  War  Il-era  tank.  The  oil  cans  were 
usually  discarded  and  hence  are  rare.  "I  bet  in  some  old  warehouse  there're 
probably  20  of  them  just  sitting  there,"  he  muses. 

Littlefield  bought  his  first  tank  for  $20,000  in  1982 — an  MSA  I  Stuart, 
rushed  into  production  in  1942  as  America  rearmed.  He  has  since  amassed 
a  fleet  big  enough  to  go  one-on-one  with  Ireland  or  Botswana,  55  tanks  in 
all.  A  rival  collector  with  a  mere  seven  tanks  says  admiringly,  "He  has  tons 
of  really  rare  things  that  no  one  else  would  bother  with." 

There's  the  Conqueror,  a  clunky,  74-ton  British  tank  built  in  the  mid- 
1950s.  When  fired  it  shook  so  powerfully  that  the  sights  of  its  120m.m  gun 
easily  got  misaligned.  Gunners  never  had  much  luck  hitting  anything  with 
that  monster.  He  has  a  Sturmgeschutz,  a  German  self-propelled  75mm  gun 
mounted  on  a  tank  chassis  that  zoomed  out  in  advance  of  infantry  with 
direct  explosive  and  antitank  fire.  Its  gun  fired  forward  only. 

Today  these  souvenirs  of  military  might  sit  locked  away  in  six  ware- 
houses totalling  70,000  square  feet  on  470  acres  of  rolling  hills  in  the  heart 
of  Silicon  Valley.  Littlefield  bought  the  property  in  the  1970s  and  could 
probably  get  a  tidy  sum  for  it  now,  but  he's  not  about  to  give  up  his  tanks. 
Inside  the  5,000  square  feet  of  garage  and  work  space,  a  15-ton  overhead 
crane  takes  out  turrets  and  removes  engines.  Nine  full-time  mechanics 
restore  four  tanlcs  at  a  time,  typically,  over  a  two-year  stretch. 

While  another  collector  might  get  his  kicks  thrashing  his  Sherman 
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through  the  mud  or  parading  it  down  Main  Street  on  Veterans' 
Day,  Littlefield  rarely  takes  his  out  for  fear  that  they  may  "leave  a 
mark  on  the  street"  or  "annoy  the  neighbors."  Besides,  he  could 
wreck  the  precious  hardware.  So  fastidious  is  he  that  he  asks 
guests  to  remove  their  shoes  before  stepping  into  these  former 
killing  machines. 

Every  detail  of  a  restored  Littlefield  tank  must  be  perfect — the 
color  of  paint  on  each  handle,  extra  ammo  stowed  in  the  back 
corner  of  the  turret,  the  props  for  the  canvas  cover  that  was  likely 
never  used  in  battle.  He  often  uses  his  board  seat  at  the  Fort  Knox 
Cavalry  Armor  Foundation  to  get  access  to  the  Army  Museum's 
fleet.  Last  month  he  spent  seven  hours  crouched  inside  the  turret 
of  an  M26  Pershing.  He's  fixing  up  a  Pershing  of  his  own,  and  he 
needed  every  measurement.  Three  years  from  now,  it's  a  safe  bet 
Littlefield's  specimen  will  be  more  authentic  than  the  Army's. 
His  biggest  current  project — restoring  the  Sturmgeschutz — 


HEAVY  METAL:The  U.S.  MSAi  Stuart  fought  in  Normandy,  powered  by  twin  Cadillac 


driven  lubrication  system.  Littlefield's  is  the  only  one  that  has  been  entirely  rebuilt. 


has  cost  him,  so  far,  $200,000  (double  the  purchase  price).  It  has 
required  fabrication  of  250  parts,  not  including  the  original  man- 
ufacturer's logo-marked  nuts  and  bolts.  "I  can't  think  of  anything 
that's  inaccurate  on  this  tank,"  he  says.  The  gunner's  periscope  on 
his  M60  tank,  used  during  the  Cold  War,  is  in  such  good  condition 
that  designers  from  United  Defense,  a  military  contractor  with  an 
office  in  nearby  San  Jose,  have  dropped  by  to  take  notes.  "That's 
the  mother's  milk  of  this  hobby  for  me,"  says  Littlefield,  52.  "I 
have  this  knowledge  that  no  one  else  has." 

Littlefield  set  out  to  emulate  his  father.  Edmund  Littlefield, 
who  died  recently,  amassed  a  $1.7  billion  fortune  by  running  the 
family  construction  and  mining  company,  Utah  International, 
and  merging  it  with  GE.  Following  those  footprints  wasn't  to  be. 
After  getting  an  M.B.A.  at  Stanford  and  spending  five  years  as  a 
product  manager  at  Hewlett-Packard,  Jacques  realized  he  wasn't 
cut  out  for  budget  meetings.  "My  father  used  to  ask  me  to  picture 
myself  at  age  65.  He'd  say,  'Is  the  Earth  a  better  place  since  you've 
been  here,  or  are  you  just  kind  of  a  drag  on  the  program?'" 


Jacques  considers  his  collection  "a  significant  contribution,"  evej 
if  it  isn't  "inventing  a  new  vaccine  [or]  starting  the  Guggenheimi 
"It's  an  eccentric  hobby,"  Littlefield  goes  on.  "It  labels  you  i 
different.  And  'different'  doesn't  work  for  a  lot  of  people."  Espj 
cially  when  it  comes  to  shelling  out  the  dough.  The  tanks  then] 
selves  areh't  that  expensive — $35,000  each,  on  average,  pli 
another  $6,000  to  get  one  into  the  U.S.  Restoring  just  eight  tanl 
and  repairs  on  another  ten  have  run  to  $2  million.  Total  tab  s 
far:  $5  million. 

Littlefield  can  deduct  some  of  this  money  as  a  contributio 
to  the  educational  foundation  he  set  up  to  maintain  the  colle(| 
tion.  After  his  demise  he  plans  to  leave  enough  to  cover  operatii 
costs  so  the  tanks  can  stay  together.  His  kids  will  decide  wheth« 
to  keep  all  that  hardware  on  the  ranch  or  relocate  it. 

The  hunt  for  tanks  takes  adventurous  collectors  to  such  fa 
flung  spots  as  the  Australian  outback,  where  American  and  Britis 
tanks  were  shipped  after  World  War 
for  use  as  farm  equipment.  Littlefiell 
works  through  dealers  who  keep  in  cor 
tact  with  foreign  governments  and  mil 
tary  museums.  "He  is  the  best  customi 
I  could  have,"  says  Robert  Fleming, 
British  dealer  who  has  sold  Littlefield  tej 
tanks.  In  1995  Fleming  spent  two  weel 
armed  with  a  revolver,  a  9mm  semiai 
tomatic  and  $10,000  in  cash  (tor  "con 
missions")  to  score  his  client  a  few  U. 
Army  Ml8  Hellcats  in  Bosnia.  He  g( 
word  from  the  Ministry  of  Defense  i 
Sarajevo  that  NATO  was  offering  15  ( 
them  in  a  village  near  the  eastern  tov^n  ( 
Srebrenica.  Fleming  bought  over  1 
tanks  and  had  them  trucked  over  Serl 
Bosnian  and  Croat  territory  down  to  th 
Croatian  port  of  Ploce,  where  they  wei 
shipped  to  Liverpool,  England. 

Each  country  has  its  own  rule 
about  the  degree  to  which  a  tank  must  be  deactivated  before 
can  gain  entry.  To  get  the  Hellcat  into  Britain,  which  has  relatival 
permissive  laws,  and  then  into  the  U.S.,  workers  had  to  torcl 
hole  roughly  the  diameter  of  the  muzzle  into  the  barrel's  side 
cut  off  the  rear  end  of  the  gun.  The  tank  was  sprayed  with  disil 
fectant  to  prevent  the  spread  of  animal  diseases  in  this  country 
A  hiccup  in  this  process  can  cause  big  delays.  Two  years  aj 
Fleming  brokered  a  deal  to  get  Littlefield  a  SCUD  B  missile  on 
truck  bed.  He  insisted  it  wasn't  live,  but  U.S.  Customs  disagree 
and  confiscated  it. 

Littlefield  shrugs  off  such  setbacks.  At  the  top  of  his  Christm 
list:  a  German  Tiger  I  tank  from  WWII.  Legend  has  it  that  in  ba 
tie  it  took  four  U.S.  Shermans  to  destroy  a  Tiger — and  three  6 
them  might  end  up  as  victims.  Only  1 ,300  were  made,  and  mo 
of  those  that  survived  battle  were  melted  for  scrap.  "People  c 
me  saying  some  guy  somewhere  has  come  across  a  Tiger,"  Littl 
field  says.  He  knows  the  odds,  and  compares  them  to  finding 
Rembrandt  in  a  barn  in  Iowa.  Says  he:  "Show  me  the  metal 
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They  both  work  at  the 

same  company. 

Have  the 

same  six-figure  salaries. 


So  why  is  one  looking  forward  to  m 


retirement, 


while  the  other  looks  forward  to 


le  31st? 


The  difference  is  a  Northwestern  Mutual  Financial 
Representative,  offering  expert  guidance  in 
retirement  planning,  investment  services,  and  a 
network  of  specialists  to  help  get  you  closer  to  all 
your  financial  goals. 


It  Northwestern  Mutual 

FINANCIAL  NETWORK^" 


Are  you  there  yet? 


001  The  Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee,  Wl 


WWW.  nmfn.com 


Sma^ 


Stars 

^  ^  and 

Hypes 

Collecting  patriotica  is  all  the  rage— 
and  so  is  faking  it.  How  to  tell  the  real 
from  the  phony.  |  by  carrie  coolidge 

TH.^NKS,  IN  PART,  TO  SEPT  1 1,  EVERYONE  WANTS  A  PIECE 
of  Americana.  From  tattered  battle  flags  to  weathered 
wooden  eagles  and  posters  of  Uncle  Sam,  patriotica 
has  enjoyed  a  big  bump  on  Ebay,  says  category 
specialist  Rachel  Makool.  And  in  the  auction 
houses,  too.  "In  our 
October  sale  the  number  of  bid- 
ders doubled  for  works  of  art  with 
prominent  American  iconography," 
says  John  Hays,  who  advises  Christie's  on 
American  furniture  and  folk  art.  "Collectors  bid 
with  their  hearts,  minds  and  wallet 
usually  in  that  order." 


That's  the  problem.  A  lot  of  the  stuff  is  faked.  Some  doctor^felif 
objects  are  easy  to  detect;  many  are  not. 

Ambrotypes  fall  somewhere  between.  These  early,  one-of- 
kind  photographic  images  on  glass  plates  sell  for  upwards 
$5,000.  Typical  ones  depict  Civil  War  soldiers  posed  before  O 
Glory.  Before  you  reach  for  your  wallet,  examine  the  image  car 
fully.  The  photographic  process  itself  is  still  being  used  by  enthl 
siasts  who  take  antique  cameras  to  Civil  War  reenactmentj 
shooting  images  of  dentists  done  up  menacingly  in  uniforri 
Problems  arise  when  the  images  change  hands,  and  sellers  inn\ 
cently — or  knowingly — misrepresent  them  as  antique. 

How  to  smoke  out  the  frauds?  Look  at  the  faces  of  the  me 
Are  they  aglow  with  health?  Well-barbered?  Then  be  suspicion  |o,  he 
"People  back  then  spent  most  of  their  time  outdoors,  so  they  h^ 
a  very  weathered  look,"  says  Robert  J.  Gibson,  a  wet-plate  ph^ 
tographer  and  owner  of  Gibson's  Photographic  GaUery  in  Gt 
tysburg.  Pa.  who  has  spotted  his  own  work  being  passed  off 
originals  at  antique  stores.  He  has  also  spotted  fakes  on  Ebay.  Rel 
Civil  War  soldiers,  he  says,  "looked  very  scraggy  and  had  facil 
hair."  Most  people  who  lived  in  the  1 9th  century  were  smallish  I 
today's  standards,  so  if  the  soldiers  are  tall  and  husky,  it  may  w( 
be  a  recent  shot. 
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Posters  can  be  easily  faked,  thanks  t 
widely  available  technology.  An  origins 
World  War  I  recruiting  poster — one  sho' 
ing  the  version  of  Uncle  Sam  created  t 
graphic  artist  James  Montgomery  Flagg-j  | 
can  easily  command  $2,000.  "Laser  copi 
of  the  early  prints  can  really  fool  the  eye 
says  James  D.  Julia,  who  runs  an  auctk 
house  by  the  same  name  in  Fairfiel 
Me.  Look  carefully  at  a  poster  und 
magnification:  If  the  image  is  la: 
down  in  a  series  of  lines,  it's  a  las 
copy.  A  genuine  poster  will  be  con 
posed  of  tiny  dots  similar  to  tho 
in  a  newspaper  photo. 
Wooden  carvings — cigar  store  figures,  ships'  fi 


Fluttering  high:  An  I860  presidential  campaign  flag  sold  at  Cowan's  for 
$11,825;  in  January  the  late  19th-century  eagle  could  bring  $(8,000. 
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eheads,  eagles — may  require 
ore  sophisticated  equipment 
r  analysis,  like  an  X-ray 
achine.  The  fact  that  some- 
ing  appears  old  and  hand- 
rved  means  nothing,  since 
any  are  still  carved  by  hand, 
d  40  years  of  weathering 
oks  pretty  much  like  140. 

When  Americana  dealer 
'an  Cooper  paid  $4,000  for 
s  first  carved  eagle  16  years 
iQ,  he  was  sure  it  was  from 
e  19th  centurv.  Five  months 


Which  one  is  fake?  Hint:  The  guy  on  the  left  looks  a  bit  too  clean-cut. 


(er  the  Cape  Cod,  Mass. -based  dealer,  curious,  had  it  X-rayed, 
an  had  noticed  that  the  various  components  of  the  carving 
le  head,  neck,  wings  and  so  on )  had  been  joined  with  machine- 
ade  dowels.  But  in  the  19th  century,  carvers  used  straight, 
uare-cut  iron  nails.  A  humbled  Ryan  sold  it  as  a  decorative 
:ce  for  $1,500.  "It  was  an  expensive  lesson,"  he  admits.  "I  never 
ide  that  mistake  again." 

Then  there  are  flags — popular  quarry  for  con  artists.  So 
rgherita  Desy,  curator  of  the  USS  Constitution  Museum  in 
Charlestown  Navy  Yard  in  Boston,  discovered.  In  1986  the 
seum  acquired  through  donation  a  flag  that  had  sold  at 
auction  for  $13,500.  It  reputedly  had  flown  aboard 
the  Constitution  from  1803  to 
1805.  'Twasn't  so.  Twelve 
years  later  a  curator  from 
the  Smithsonian's  National 
Museum  of  American  History,  by 
examining  the  flag  in  his  textile  conser- 
vation lab,  determined  it 
could  not  possibly  have  been 
made  earlier  than  the  1860s. 
(  Though  it's  not  generally  known, 
most  curators,  if  asked,  will  examine 


objects  for  free  and  venture 
their  informal  opinion.) 

Lawyer  Peter  W.  Mettler, 
a  first-time  buyer,  did  a  little 
legwork  and  located  Jeffrey 
Kenneth  Kohn,  a  dealer  in 
Elkins  Park,  outside  Philadel- 
phia, who  specializes  in  Old 
Glory  For  a  total  of  $10,400, 
Mettler  bought  two  13-star 
flags:  one  hand-sewn,  made 
in  1850  with  the  stars 
arranged  in  three  rows,  the 
other  dated  from  1870  to 
1890,  its  stars  set  in  a  circle.  "I  feel  lucky  as  hell  to  have  gotten 
them,"  he  says. 

He  doesn't  know  how  lucky.  Hand-stitching,  by  itself,  doesn't 
guarantee  originality.  "One  thing  that  makes  me  laugh  is  when 
people  try  to  fake  a  flag  by  hand-sewing  it  in  a  crude  way,"  says 
Fonda  Thomsen,  director  of  Keedysville,  Md. -based  Textile 
Preservation  Associates.  "Back  in  the  18th  and  19th  centuries 
people  were  master  craftsmen.  True  early  flags  were  expertly 
sewn,  better  than  we  could  possibly  hand-sew  them  today." 

Thomsen  charges  $1,000  and  up  for  a  thorough  examina- 
tion and  written  report;  you  can  even  have  the  dye  analyzed  in  a 
lab.  She  looks  to  see  if  stars  were  removed  to  make  the  flag  seem 
older  (telltale  sign:  frayed  threads  in  the  fabric)  or  if  someone 
has  taken  a  large,  authentic  flag  and  cut  it  up  to  use  the  material 
for  faking  smaller  flags,  which  are  easier  to  display  and  hence 
more  saleable.  What  should  tip  you  off  you've  got  a  scissors  job? 
Inconsistencies — wear  where  it  shouldn't  be,  or  fading  in  one 
area  but  not  in  another. 

Perhaps  the  simplest  test:  EyebaU  the  fabric.  If  the  stars  and 
stripes  are  cotton,  then  the  flag  probably  is  no  older  than  the 
mid-  19th  century  and  probably  is  not  military.  Up  until  the  20th 
century  the  military  flags  we  so  proudly  hailed  were  almost  all 
made  out  of  silk  or  wool.  ^  .  F 


ij^fighters  are  today's  new  superheroes,  antique 


ioh  Hpmnnri  pcnpnijillv  hplmpts  "  lampnts  Rnmann 


A  $5,460  fire  bucket. 


I  1  cowls.  Paul  Romano  has  been  collecting  and  deal- 
j  in  the  stuff  for  25  years.  His  day  job:  fire  chief  (and 
j  ice  chief)  of  Lynnfield,  Mass.,  whose  department 
I  idles  2,000  emergency  calls  a  year. 
[  But  he's  being  squeezed  out  of  the  market,  as  pa- 
itic  Americans  bid  ud  prices  for  old  fire  buckets,  sil- 


 ...  — ,.j  .  

The  market  is  probably  going  to  get  more  feverish. 
Next  month  Christie's  will  auction  off  a  rare  pair  of 
matching  leather  fire  buckets  painted  red— each 
adorned  with  a  hand-painted  shield-bearing  eagle— 
from  the  early  19th  century.  Catalog  estimate:  $I5,0C 
to  $25,000. 

"The  added  interest  has  increased  the  value  o 


;t  month  a  red  pressed-steel  toy  fire  truck  with  an 
ustable  ladder  sold  at  a  Skinner's  auction  in  Bolton, 
ss.  for  $3,100,  versus  a  presale  estimate  of  $700 
>l,000.  "Any  item  from  the  city  of  New  York  is  also  in 


risburg,  Pa.  fire  department  and  a  collector  for  the  pas, 
20  years.  "But  it's  going  to  take  a  lot  more  legwork  and 
beating  the  bushes  to  come  across  good  stuff  at  af- 
fordable pripes.''     .  — C.C. 
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THE  BO.OK  OF  (e^  BUSINESS 


IS  IT  REAL? 


MYTH:  Bigfoot  in  the  woods. 


E4CT:  Linux  in  the  enterprise. 


Customer  examples  cited  are  presented  as  references  of  how  some  customers  have  implemented  Linux  using  iBM  products.  As  customer  environment  requirements  vary,  simil  iXsi'a- 
results  may  not  be  obtained  in  all  situations.  IBtVI,  the  e-business  logo  and  xSeries  are  trademarks  or  registered  trademari<s  of  IBM  Corporation  in  the  U.S.,  other  countries,  or  ba  Jwai 


@  business  infrastructure 


The  myths  and  facts  about  Linux  in  the  enterprise. 


MYTH:  Linux®  isn't  ready  for  the  enterprise. 

FACT  :  Not  only  is  Linux  ready  for  the  enterprise,  it's 
eady  there,  in  companies  of  all  different  sizes.  Consider 
:  according  to  IDC,  one  in  four  new  server  OS  shipments 
2000  was  a  Linux  shipment.  And  Linux  continues  to  grow 
ter  than  any  other  server  operating  system. 

Example:  Korean  Airlines  consolidated  flight  scheduling 
tems  and  daily  revenue  tracking  from  a  variety  of  different 
itforms  onto  Linux  servers.  Supporting  service  to  77  cities 
29  countries,  more  than  3,000  Korean  Air  pilots,  flight 
endants  and  other  employees  use  the  systems  daily. 

Example:  Telia,  Scandinavia's  largest  telecommunications 
d  Internet  service  provider,  recently  replaced  70  UNIX® 
rvers  with  one  IBM  mainframe  enabled  to  run  1,500  copies 
Linux  simultaneously. 

Example:  Grade  Foundries  is  a  $600  miUion  supplier  of 
lustrial  castings.  Grade  moved  DNS,  mail  and  Web  serving, 
twork  monitoring  applications  and  online  maimals  to 
lux  on  their  mainframe,  gaining  performance  and  reliability 
i  cutting  costs. 

MYTH:  Linux  lacks  business  applications. 

FACT:  Over  2,500  Linux  applications  are  listed  in 
IBM  Global  Solutions  Directory  at  ibm.com.  Included  are 
;r  1,300  e-business  applications. 

Key  developers  have  embraced  Linux  and  more  are  doing 
all  the  time.  Including  names  hke  SAP,  SAS,®  jBASE,  QAD 
Sanchez."'  They  realize  that  Linux  is  a  key  to  flexible 
rastructure.  IBM  itself  is  the  world's  leading  middleware 
bapany,  and  all  our  key  middleware  is  Linux-ready. 

MYTH:  LiniLX  lacks  service  and  support. 

FACT:  At  IBM  and  IBM  Global  Services  (the  world's 
gest  technology  services  and  consulting  company),  we're 
;king  Linux  with  the  same  level  of  service  we  offer  on  any 
ler  operating  system.  Same  as  UNIX.  Same  as  Windows? 
ne  as  IBM's  operating  systems. 


IBM  has  hundreds  of  professionals  dedicated  to  Linux, 
ready  to  design,  build  and  support  enterprise-level  e-business 
infrastructures.  And  we  aren't  alone.  Linux  distributors  and 
service  organizations  (like  Linuxcare,  Caldera?  Red  Hat, 
SuSE  and  Turbolinux®)  and  the  vast,  global  Linux  programmer 
community  combine  to  offer  strong  support  for  the  platform. 

MYTH  :  Linux  isn't  secure. 

FACT:  Linux  is  just  as  secure  as  other  operating 
systems.  You  don't  have  to  take  our  word  for  it.  Take  the  word 
of  the  world's  foremost  security  organization,  the  National 
Security  Agency.  The  NSA  is  investing  resources  to  develop 
and  promote  high-security  mechanisms  in  Linux.  They  chose 
Linux  because  of  its  growing  success  and  open  development 
environment. 

MYTH:  Linux  doesn  t  really  save  money. 

FACT  :  The  fact  that  Linux  is  free  (or  is  available  for 
a  nominal  fee)  is  a  very  small  part  of  the  overall  cost-efficiency 
of  Linux.  Through  workload  consolidation  and  the  wide 
availability  of  Linux-skilled  programmers,  Linux  solutions 
can  cut  all  kinds  of  costs. 

The  Weather  Channel's  Web  site,  weather.com,  is  the 
world's  leading  source  of  online  weather  information.  During 
weather  crises,  traffic  soars  to  40+  million  page  views  in  just 
days,  weather.com  needed  a  cost-effective  platform  on  which 
to  quickly  add  capacity  and  handle  wildly  fluctuating  traffic. 
They  chose  Linux  running  on  IBM  xSeries  Intel-based 
servers  for  their  Web,  application  and  database  needs.  The 
Linux  platform  resulted  in  a  70%  cost  savings  over  other 
platform  options,  as  well  as  lower  incremental  growth  costs. 

BOTTOM  LINE  :  The  facts  are  clear:  Linux 
is  here  and  Linux  is  ready.  Ready  for  business.  Ready  for 
e-business.  Ready  for  the  enterprise.  For  more  facts  or 
help  with  Linux,  call  us  at  1  800  426-7777,  Priority  Code 
101DY021,  or  go  to  ibm.com/finux/cio2 


j  !  is  a  registered  trademark  of  The  Open  Group.  Linux  is  a  registered  trademark  of  Linus  Torvalds.  Intel  is  a  registered  trademark  of  Intel  Corporation.  Windows  is  a  registered 
«    mark  of  Microsoft  Corporation.  Otfier  company,  product,  and  service  names  may  be  trademarks  or  service  marks  of  otfiers.  ©2001  IBM  Corporation.  All  rigfits  reserved. 
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Now— as  in  past  wars  and  stock 
market  crashes— 
art  offers  investors  a  safe  haven. 


BY  GODFREY  BARKER 


Shelter 


B.\D  NEWS  IS  GOOD  NEWS  FOR  ART  Col- 
lectors— and  sellers.  And  so  it's  been  for 
a  very  long  time.  The  latest  example:  last 
month's  auctions  at  Sotheby's,  Christie's 
and  Phillips.  With  New  York  City  reeling 
from  the  one-two-three  punch  of  reces- 
sion, terrorism  and  war,  the  naysayers 
were  predicting  the  houses  would  have  to  box  up  acres 
of  unsold  works.  Didn't  happen.  Modern  paintings, 
impressionists,  contemporary  art — all  staged  tri- 
umphs, setting  record  prices  for  more  than  30  artists. 

The  bonanza  began  when  a  portrait  of  a  woman 
by  Modigliani  sold  for  an  on-target  $7.15  million 
(including  a  10%  commission).  A  Miro  abstract 
brought  more  than  $12.6  million  (high  estimate:  $6.6 
million),  while  a  "tubist"  painting  by  Leger — a 
machine-age  abstract  of  an  engine  and  a  propeller — 
was  knocked  down  at  a  record  $16.7  million  (high 
estimate,  $6.6  million).  Egon  Schiele's  cityscape  of 
Vienna  (complete  with  laundry  line)  took  in  $9.9 
million  (estimate,  $8.8  million  to  $13.2  million), 
while  a  painting  by  one  of  Schiele's  lesser-known  con- 
temporaries, Karl  Schmidt-Rottluff,  brought  nearly 
$4  million — a  record  for  this  German  expressionist. 

Wliat  was  on  display  here  was  a  classic  demon- 
stration of  art's  role  as  a  refuge.  In  2000,  as  stock  val- 
uations sank  by  a  collective  $3  trillion,  artwork  did  not 
miss  a  beat.  The  Mei/Moses  Fine  Art  Index  calculated 
by  two  New  York  University  professors  was  up  16% 
that  year.  The  index,  which  covers  three  categories  of 
paintings — Impressionist  and  Modern,  American 
(before  1950)  and  Old  Masters — is  a  composite  of  an- 
nual auction  prices.  Mei/Moses'  separate  semiannual 
index  shows  art  up  15%  for  the  first  half  of  2001. 

It's  a  counterintuitive  result — you'd  think  that 
people  whose  bonuses  or  portfolios  are  shrinking 
would  not  be  waving  paddles  at  the  auction  house. 


But  there  is  ample  precedent.  Following  the  stock 
market  crash  of  October  1987  the  Dow  Jones  indus- 
trial average  took  15  months  to  recover  its  precrash 
level.  People  cashing  out  of  stocks  put  that  money  to 
work  in  the  art  market.  In  November  1987  Van 
Gogh's  "Irises"  sold  for  $53.9  million — a  record  price 
for  any  work  of  art,  ever.  And  a  year  later,  at  Sotheby's 
and  Christie's  in  New  York,  buyers  snapped  up  an 
unprecedented  $433  million  worth  of  contemporary, 
modern  and  impressionist  works  in  just  seven  days. 
There  were,  to  be  sure,  other  causes,  including  fat 
profits  back  then  from  Japan's  Nikkei  and  strong 
European  currencies  appreciating  against  a  plunging 
U.S.  dollar.  But  investors'  search  for  shelter  from  the 
financial  storm  was  the  chief  inflating  factor. 

Market  crashes,  though,  are  but  one  type  of  mis- 
fortune that  tends  to  push  up  the  value  of  art.  Jian- 
ping  Mei  and  Michael  Moses,  the  two  profs  at  NYU's 
Stern  School  of  Business  who  created  the  price  index, 
have  recently  published  a  study  of  what  four  recent 
wars  and  27  recessions  did  to  painting  prices.  Their 
database  includes  reported  sale  prices  for  5,000  paint- 
ings put  at  auction  in  London  and  New  York  between 
1950  and  2001.  Each  painting  had  at  least  one  prior 
sale  and,  in  some  cases,  as  many  as  seven.  Mei  and 
Moses  caution  that  their  study,  because  of  sampling 
biases,  should  be  regarded  as  "an  upper  bound"  on 
the  average  return  collectors  have  received.  For  exam- 
ple, prices  before  1950  are  based  only  on  paintings 
later  resold  through  Christie's  or  Sptheby's.  That  puts 
an  upward  bias  in  the  numbers  for  the  obvious  rea- 
son that  underperformers  are  unlikely  to  make  it  back 
to  a  prestigious  auction  house. 

Despite  the  limitations  of  the  data,  Mei  and  Moses 
feel  confident  in  this  conclusion:  "During  the  armed 
conflicts  of  lengthy  duration  of  the  last  century,  art 
indexes  outperformed  major  stock  indexes." 
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The  Rig  Pirtiin 

Few  surprises  here.  Long  term,  stocks  outperform 
art,  as  they  do  most  every  other  asset.  Still,  art 
hangs  tough  in  wars  and  stocl<  market  crashes. 


•  In  World  War  I  British  and  U.S.  stock  market  averages 
fell  by  25%  and  26%,  respectively,  from  1913  tol  918.  By  1920 
both  markets  had  recovered  to  94%  of  their  1913  values.  Art,  as 
measured  by  Mei/Moses,  outstripped  the  S&P  for  most  years 
of  the  war  and,  by  1920,  had  reached  125%  of  its  1913  value. 

•  During  World  War  II  stock  markets  in  London  and  New  York 
plunged,  then  recovered  by  1946  to  107%  and  100%,  respectively,  of 
their  1937  levels.  (By  then  art  had  risen  to  130%  of  its  1937  value.) 

•  The  S&P  500  increased  67%  during  the  Korean  War,  1949  to 
1954;  the  Mei/Moses  Art  Index  was  up  108%. 

•  The  S&P  500  decreased  27%  from  1966  to  1975,  during  the 


Wounded  Giants 


Vietnam  War;  art,  meanwhile,  climbed  256%.  jl 
Why  does  art  beat  stocks  in  wartime?  Not  only  does  moij 
flee  exchanges,  but  war  forces  out  into  the  market  paintings  a| 
other  works  of  high  value  that  otherwise  might  never  chai] 
hands.  Go  back  to  the  sack  of  Rome — or  to  Napoleon's 
sacking  of  it  in  1797.  French  troops  marched  in,  and  sl 
denly  the  Italian  Renaissance  was  on  the  market.  As  weUj 
being  considered  an  arch  plunderer.  Napoleon  should 
regarded  as  collectors'  patron  saint,  argues  art  historian  Fraj 
Herrmann  in  his  book  The  English  as  Collectors,  for  dislodgij 
unattainable  paintings  held  by  popes  and  princes  for  centurid 
In  wars,  art  sees  an  influx  not  only  of  new  merchandise  tj 
of  new  customers — that  breed  of  entrepreneurs  and  investd 
who  excel  at  making  wartime  fortunes.  The  holdings  of  k 
dealers — such  as  Cailleux  in  Paris  and  Wildenstein  in  Paij 
New  York  and  London — have  swelled  in  wartime.  | 
In  peace  and  in  happy  economic  times  collectors  don't  e\ 
actly  turn  their  backs  on  art,  but  they're  Likelier  to  invest  elj 
where  for  quicker  and  better  returns.  In  May  1999  frustratij 
ran  rampant  at  the  New  York  Armory's  annual  Internatioij 
Fine  Art  Fair.  "I  can't  get  my  clients  to  take  their  money  off  tj 
markets,"  groused  Richard  Green,  then  the  U.K.'s  number  one  i 
dealer  by  sales.  Today?  No  such  problem.  Crows  William  Ruprec! 
Sotheby's  chief  executive,  "There's  bags  of  money  out  there  for  an 
This  despite  the  fact  that  the  stock  markets  snapped  bai 
from  their  post-Sept.  11  lows  in  a  matter  of  weeks.  Of  41  sal 
held  in  the  major  salesrooms  of  London  and  New  York  betwa 
the  terrorist  attacks  and  Oct.  18,  13  were  90%  sold  or  bett 
(usually  indicating  rising  prices),  12  were  75%  to  90%  sold  ai 
16  did  worse  than  75%.  Half  of  those  that  fell  below  75^ 
though,  were  of  Chinese,  Indian,  Southeast  Asian  and  Islarrl 
art.  The  last  is  a  tough  sell  to  the  general  public  right  now,  p^ 
haps,  but  a  fine  buying  opportunity  for  the  specialist. 


missions,  which  remain  2%  to  20% 
m  the  seller,  10%  to  20%  from  the 


the  commissions-fixing  trial  of  Sotheby's 
principal  shareholder  A.  Alfred  Taubman 
was  deciding  who  had  come  off  looking 
worse:  Taubman  or  the  auction  house's 
former  chief,  Diana  D.  Brooks,  wfto  had 
already  pleaded  guilty  to  a  single  count  of 
conspiring  to  violate  antitrust  laws. 

Practical  question  for  collectors:  Are 
they  going  to  get  better  deals? 

Customers  have  gotten  some  resti- 
tution. So  far  $542  million  has  been 
refunded  to  defrauded  Americans,  and 
additional  payments  probably  will  be 
made  to  Europeans.  But  Sotheby's  and 
Christie's  have  little  reason  to  slash  their 


now,  have  few  other  places  to  go. 

Yes,  you  can  sit  and  wave  a  paddle  at 
Phillips.  The  world's  third-largest  auction 
iiouse  and  rising  fast,  Phillips  has  moved 
its  headquarters  from  London  to  Ne\ 
York  and  held  the  world's  two  bigges 
sales  in  2001.  But  it  conducts  only  30 
sales  a  year,  compared  with  700-plus 
apiece  for  the  big  two. 

You  could  deal  directly  through  deal- 
ers, but  selling  your  art  can  take  a  mad- 
deningly long  time.  At  today's  prices  few 
dealers  are  able  to  afford  to  buy  directly 
into  stock,  so  they  take  work  mainly  on 
consignment. 


should  be  rosier.  Lower  commissions  U  s  is 
now  aren't  officially  available,  given  th  laim 
parlous  state  of  the  two  main  house  ^ 
balance  sheets,  but  some  clients  in  20i  | 
got  them.  Phillips  promises  to  grow,  ni  i 
ping  harder  at  the  giants"  heels.  The  e 
of  duopoly  isn't  over,  but  its  foundation 
have  been  shaken  mightily.  —  6i 
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-Ih  goes%ay  beyond  price*Beyond  simply  owning  a  really  valuable  necklace.  It  includes  ever'y  detail- of. 
necklace.  Like  the  craftsmanship  of  the  clasp  or  the  events  to  which  it  was  worn.  It  includes  the  story  about 
it  was  given  to  your  mother.  It's  emotional. 

.  is  why  Chubb  has  been  known  to  go  to  great  lengths  to  help  replace  items  like  this.  If  you  have  to  make 
aim,  we  won't  hassle  you.  ■  . 

120  years,  Chubb  has  understood  the  true  value  of  fine  hornes,  automobiles,  precious  art  and  extraordinary 
?lry.  Because  you  know  what  it's  really  about.  So  do  we. 

more  information  about  Chubb  coverage,  ask  your  agent,  call  Chubb  at  1.877. 60. CHUBB 
isit  our  website  at  wwwschubb.com. 


COVERAGE  BEYOND  YOUR  EXPECTATIONS 


OHUBB 


Insurance   for   homes   •   autos   •   art   •   jewelry   •   yachts   *  business 
refers  to  the  insurers  of  Ihe  Cliubb  Group  of  Insurance  Companies,  Actual  coverage  is  subject  to  tfie  language  of  the  policies,  as  issued,  Chubb.  Box  1615,  Warren.  NJ  07061-16jiyjd 


People  may 
say  they  collect 
for  passion, 
not  profit.  But 
that's  baloney. 
A  guide  to  the 
hottest  categories. 

BY  ALAN  FARNHAM 

IPIPI^^^H^    ESPITE  WAR  AND  FINANCIAL  UNCERTAINTY— OR  MAYBE  BECAUSE 
^^^^^^^  of  them  {see  p.  82) — many  sectors  of  the  art  market  are  thriving. 

Gathering  sales  data  from  some  300  auction  sites,  auction  houses 
and  dealers  worldwide,  Lyons  &  Hannover  LLC,  a  London  firm 
that  provides  financing  and  manages  the  Metropolitan  Fine  Art 
^^^^J^m  Fund,  compared  price  performance  with  the  S&P  500  index.  The 
H^M^^  L&H  indexes  compare  a  dozen  or  so  of  the  most  representative 
objects  in  each  category.  Among  the  best  performers: 

French  Impressionists.  Prices  are  strong,  thanks  to  international  demand,  espe- 
cially for  the  finest  works,  which  are  reaching  or  exceeding  1989-90  peaks. 

U.S.  Modernists  (post-1950).  Embraced  as  durable  American  icons,  the  paint- 
ings and  graphic  works  of  artists  like  Pollock,  Rothko,  De  Kooning  and  Warhol 
have  seen  exceptionally  robust  price  growth  in  the  last  three  years. 

Jewelry.  Quality  items — from  colored  diamonds  to  crafted  pieces — have  main- 
tained their  value,  at  least  if  you  disregard  inflation.  A  Cartier  coral-  and  gem-set 
art  deco  brooch,  sold  at  Christie's  London  for  $86,000  in  1991,  recently  brought 
$96,000  at  Sotheby's  Geneva. 

Photography.  Serious  coOectors  usually  focus  on  the  period  from  1839  to  1975 
or  so.  In  May  an  1866  print  by  English  photographer  Julia  Margaret  Cameron 
made  $220,000,  surpassing  its  presale  estimate  by  as  much  as  $150,000. 

Wine.  Prices  have  held  firm  for  classic  first-growths  from  such  chateaux  as  Mou- 
ton  Rothschild,  Lafite,  Latour  and  Margaux. 

Antiquarian  Books.  In  October  Christie's  New  York  sold  a  First  Folio  of  Shake- 
speare's plays  for  $6.1  million,  a  record  for  a  17th-century  volume. 

American  Folk  Art.  Just  a  decade  ago  quilts,  weather  vanes,  ceramics  and  the 
Like  were  largely  overlooked.  Now  prices  for  "outsider"  art — works  by  rural  and 
untrained  artists — are  rising  sharply.  A  watercolor  by  a  former  slave  sold  at 
Sotheby's  for  $190,000  diis  year;  five  years  ago  it  might  have  brought  $15,000. 

Armor  &  Weapons.  Decorative  cuirasses  are  hot,  but  guns  are  positively  smok- 
ing— everything  from  a  1699  pair  of  Scottish  belt  pistols,  which  sold  for  $77,000, 
to  an  1876  Winchester,  which  was  recently  hammered  down  for  $1 16,000. 

Classic  Automobiles.  It's  been  a  quiet  market,  compared  with  a  simmering  one 
last  year — except  for  rare  or  special  cars  like  the  1930  Bentley  AVi  litre  Tourer.  So 
far,  very  few  distressed  sellers  have  appeared,  meaning  most  fine  cars  are  still  in 
the  hands  of  enthusiasts,  not  speculators.  The  long-term  outlook  is  positive. 


"Orange  Marilyn"  by 
Warhol  brought  $3.7 
million  at  Christie's.  A 
view  of  Mt.  Sainte- 
Victoire  by  Cezanne  sold 
for  $38.5  million.  The 
,  priciest  wine:  a  1985 
Romanee-Conti  Cote  de 
Nuits-$5I,750. 
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How  the  Markets  Fared 


ire  buck  for  the  bang: 
imated  at  $50,000- 
0,000,  this  1873 
hchester  .44  once 
longed  to  the 
iverick  family  of 
<as  and  sold  for 
6,000.  The  flawless 
olette-cut  blue 
mond,  weighing  10.5 
-ats,  was  sold  by 
illips  in  November 
$2.4  million. 


I  auto  sales  stayed  in 
low  gear,  this  1959  Ferrari  250 
GT  Spyder  California  sold  in 
August  for  $31,000  more  than 
its  $800,000  high  estimate. 


The  figures  for  old  masler  paintings,  French  impressionists,  American  impressionists. 
U.S.  regional  and  U.S.  modernists  (post- 1950)  are  derived  from  a  proprietary  database  of  prices. 
Figures  for  all  other  art  market  categories  are  based  on  information  provided  by  dealers  and 
other  experts.  Source:  Lyons  &  Hannover  LLC. 
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Everything  from  gold  teeth  to  old  masters 
winds  up  in  France's  "Ali  Baba's  cavern." 


BY  JOSHUA  LEVINE 


THE  BIGGEST  AUCTION  HOUSE  IN  THE  WORLD  IS  A 
huge  dump  made  of  glass  and  steel  occupying  a 
square  block  between  the  rue  Drouot  and  the  rue 
Chauchat  in  the  ninth  arrondissement  of  Paris.  You 
don't  notice  it  until  you  bump  into  it,  looming  over 
the  litde  alleyways  like  a  big  cargo  ship  in  a  small  fish- 
ing village,  porters  trundling  chairs,  tables  and  bric-a-brac  in  and 
out  of  its  loading  bays,  while  a  fair  cross-section  of  Paris  soci- 
ety—some 5,000  people  a  day — streams  through  its  front  doors 
and  up  and  down  its  escalators. 

Long  before  there  were  garage  sales,  long  before  Ebay  was  a 
Pez  dispenser  in  Pierre  Omidyar's  eye,  there  was  Drouot.  Ever 
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since  it  opened  for  business  at  this  out-ot-the-way  location 
June  1, 1852,  much  of  material  France  has  been  recycled  throuj 
its  17  auction  rooms,  the  ivory  hammers  of  the  state-licensi 
auctioneers  rising  and  falling  in  all  17  of  them  at  once,  somj 
times,  like  pistons  in  an  antiquated  engine. 

Sooner  or  later  everything  comes  here  to  be  hammer^ 
down:  in  1990,  a  piece  of  the  Eiffel  Tower's  staircase;  in  19Sl 
Rimbaud's  passport;  in  1992,  the  manuscript  of  Ravel's  Bolet 
And  today?  Perhaps  a  sugar  bowl  from  the  old  lady  from  arouJ 
the  corner  on  the  rue  Jouffroy  who  just  died — it's  still  g 
Madame's  sugar  in  it. 

Yes,  of  course,  some  very  nice  paintings,  too.  In  March  19i 


baki 


''War 
louot 


mesit 


collection  of  a  lawyer  named  Andre  Level  was  sold  for  the 
jnishingly  low  sum  of  100,000  francs — about  $356,000  today, 
ncluded  10  Matisses,  12  Picassos  and  works  by  Gauguin, 
fy.  Van  Gogh  and  the  early  surrealist  Odile  Redon.  Most  of 

painters  in  the  sale  were  under  30.  Drouot  was  selling  the 
pressionists  in  the  1870s  before  anyone  knew  they  were 
^ressionists. 

All  in  all,  some  2,000  auction  sales  a  year  take  place  here,  and 
[lillion  items  change  hands  for  a  total  of  around  $610  million, 
lat's  approximately  half  the  auction  volume  in  all  of  France, 
hristie's,  by  way  of  contrast,  auctions  off  $2.3  billion  worth  of 
■rchandise  worldwide  each  year;  Sotheby's  does  $1.9  billion. 


Now,  however,  the  Anglo-Saxons  are  at  the  gate.  Although 
the  auctioneers  enjoyed  a  monopoly  on  sales  in  France  (thanks 
to  a  1552  edict  of  King  Henri  II),  the  French  government  last 
year  granted  Sotheby's  and  Christie's  permission  to  compete. 
Both  houses  are  holding  their  first-ever  auction  sales  in  Paris  this 
winter. 

Drouot  is  vulnerable — in  part  because  it  is  not  the  monolith 
it  might  first  appear.  Instead,  it  is  a  decentralized  aggregation  of 
some  50  auction  partnerships  owned  by  1 10  auctioneers.  In  this 
age  of  big-money  advances  to  sellers  and  expensive  publicity 
campaigns  to  pump  up  large  sales,  the  small  partnerships  are 
badly  outgunned  by  Sotheby's  and  Christie's.  There  is  word  that 


What  really  distinguishes  Drouot  from  its 
Anglo-Saxon  competitors,  though,  is  the 
Noah's  Ark  quality  of  the  place.  "When  you  go 
to  Sotheby's,  it  looks  like  an  English  private 
club,"  says  Maitre  Dominique  Ribeyre — all 
auctioneers  icotnmissaires priseurs)  are  called  "Maitre" — the 
irman  of  Drouot.  "This  is  an  organized  mess,  more  like  Ali 
)a's  cavern." 

On  any  given  day,  just  about  anything  can  come  up  for  sale 
I  just  about  anybody  can  buy  it.  The  petrified  corpse  of  a  Pata- 
lian  warrior  went  for  the  equivalent  of  $8,000  in  1913 — he 
1  been  found  in  a  Paris  storeroom,  abandoned  by  his  owner, 
o  also  had  left  the  warrior's  shipping  charges  from  Argentina 
3aid.  The  auction  paid  the  stiff  cost. 

"You  open  a  [desk]  drawer  and  there  are  still  photos,  letters 
tn  people  who  loved  one  another,"  says  Gerard  Oberle,  quoted 
history  of  the  ninth  arrondissement  called  Je  me  souviens  du 
ne  arrondissement.  For  years  now,  Oberle  has  been  going  to 
3U0t  every  morning  at  1 1,  when  it  opens  to  browsers,  just  to 
what's  coming  up  in  that  afternoon's  sales,  which  start  at  2 
1.  "Whole  biographies  end  up  at  Drouot,"  he  says.  "Some- 
les  it's  heartbreaking."  One  auctioneer  has  seen  gold  teeth  not 
g  out  of  a  dead  man's  mouth  go  under  the  hammer. 


Pierre  Berge,  the  man 
who  built  Yves  Saint  Lau- 
rent's fashion  business,  is 
looking  to  buy  enough 
partnerships  to  give  him 
a  controlling  interest.  But  that  alone  is  not 
expected  to  give  Drouot  the  backbone  it 
now  lacks. 

Maitre  Ribeyre  concedes  that  his  auc- 
tioneers are  jittery  but  says  Drouot's  very 
disarray  works  to  its  advantage,  drawing  customers  with  a  taste 
for  the  unexpected — and  an  eye  for  bargains.  Ten  years  ago  a 
painting  by  the  renowned  17th-century  French  master  Georges 
de  la  Tour  was  overlooked  during  an  estate  inventory.  There  it 
was,  unheralded,  in  the  morning's  exhibition.  By  the  afternoon 
sale,  the  word  had  spread  by  word  of  mouth  (what  the  French  call 
''telephone  arabe"  )  and  there  was  a  near-riot  outside  Drouot. 

Pierre-Jean  Chalen^on,  a  young  collector  of  Napoleonica, 
found  at  Drouot  the  red  Morocco  leather  portfolio  that  originally 
had  held  the  bill  of  sale  for  the  Louisiana  Purchase.  Ten  years  ago 
he  got  it  for  $500  and  figures  it's  worth  at  least  $50,000  today. 

Everybody  says  it's  rare  to  find  hidden  gems  like  these  at 
Drouot  any  longer — but  it  still  happens.  As  if  to  underscore  that 
point,  Maitre  Ribeyre  heads  oft'  to  the  Drouot  basement,  where 
the  garage-sale-type  auctions  generally  take  place. 

That  afternoon  he  is  set  to  auction  off  the  contents  of  an  old 
manor  house  whose  owner,  a  105-year-old  baroness  from 
Poland,  has  just  expired.  "I  have  known  this  house  for  35  years," 
he  says.  "Everything  in  it  had  been  there  for  at  least  200  years — 
no  telling  what  you  might  find.  The  problem  is,  there  was  no 
heat  and  the  stuff  is  in  terrible  shape."  Which  means  only  one 
thing  to  the  habitues  who  haunt  Drouot:  A  masterpiece  might 
be  hiding  behind  the  baroness'  beat-up  old  armoire.  F 
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Need  a  Degas?  When  museums  clean  house, 
masterworks  can  wind  up  curbside. 


BY  MISSY  SULLIVAN 


I 


N  THE  REMAKE  OF  THE  MOVIE  THE  THOMAS  CROWN  AFFAIR 
an  acquisitive  billionaire  acts  out  the  ultimate  art-lover's  fan- 
tasy: He  walks  mto  New  York's  Metropolitan  Museum  of  Art 
and,  after  deactivating  alarms  and  distracting  legions  of 
guards,  filches  a  Monet.  But  why  go  to  all  that  trouble?  In 
1998  the  Met  sold  one  of  the  impressionist  painter's  hillside 
seascapes.  Cabin  of  the  Customs  Watch,  for  less  than  $1.5  mil- 
lion— a  bargain  from  the  art  world's  most  illustrious  basement. 

Anyone  watching  auction  sales  in  1996  might  have  picked  up 
choice  drawings  by  Edgar  Degas  and  Edouard  Manet  that  hung 
for  almost  36  years  on  the  walls  of  Vermont's  Shelburne 
Museum — pastels  so  exquisite  that  they  fetched  record  prices  for 
the  artists.  (Hotelier  Stephen  Wynn  walked  away  with  one  Manet 
for  $2.9  million.)  Three  years  later  the  Museum  of  Modern  Art 
reeled  in  $27.5  million  with  the  sale  of  a  single  1910  canvas  by 
American  artist  George  BeOows,  Polo  Crowd. 

It's  not  the  case  that  museums  commit  to  keep  donated  works 
forever.  Usually  their  rule  books  allow  them  to  sell  off  a  painting 
so  long  as  they  use  the  proceeds  to  buy  more  art. 

Museums  don't  always  like  to  publicize  their  sales  plans.  Too 
much  dumping  might  discourage  future  donors.  Not  that  those 
temples  of  high  taste  couldn't  stand  spring  cleaning.  Big  American 
museums  keep  more  than  90%  of  their  collections  in  storage.  And 
it  takes  huge  portions  of  their  budgets  to  create  acid 
free,  climate-controlled,  specially  designed  bins 
and  racks  for  art  history's  also-rans.  /  »       4-  , 


The  New- York  Historical  Society,  founded  in  1809,  had  w^ 
houses  bulging  with  everything  from  furniture  and  cannonb 
to  paperweights  and  manuscripts.  At  a  1995  sale  it  unloacj 
among  other  things,  176  old  master  paintings  for  $12  millionj 

Over  the  last  two  years  Sotheby's  has  funneled  at  least 
million  worth  of  museum  property  into  the  private  sector,  fr 
institutions  as  large  as  the  Smithsonian  and  as  small  as 
Church  of  the  Presidents  in  Quincy,  Mass.  Christie's  hand 
$37.8  million  in  museum  property  in  2000  and  expects  toi 
slightly  less  this  year. 

You  don't  have  to  be  in  the  market  for  a  Monet  or  a  Manel 
benefit.  If  you  look  closely,  you'll  find  museum  property  spi 
kled  among  sales  of  almost  every  category.  And  while  the  aver 
lot  value  at  Christie's  this  year  is  $21,700  for  museum  consi; 
ments,  according  to  Allison  Whiting,  vice  president  for  muse 
services,  some  pieces  start  as  low  as  a  few  hundred  bucks.  1 
American  museums  auction  this  summer  at  San  Francisco-ba 
Butterfields  offered  plenty  on  the  lower  end,  like  a  striking  N 
Guinean  mask  (sale  price,  $646)  and  a  faded  19th-centi 
needlepoint  of  George  Washington  and  his  horse  ($38 
Sotheby's  handles  more  moderately  priced  museum  property 
its  Web  site,  including  an  informal  double  portrait  by  Ameri< 
artist  Raphael  Soyer  from  the  Smithsonian's  Hirshhorn  Musei 
(low  estimate,  $3,500).  Bonus:  When  you  buy  a  museum  pieo 
auction,  it  comes  free  of  sales  tax. 

A  museum  provenance  can  exercise  a  halo  effect  on  medio 
work,  giving  it  a  higher  hammer  price.  You  can  safely  assum 
museum  piece  has  been  well  cared  for  and  researched.  Still,  i 
worth  having? 

It's  important  to  know  why  a  museum  is  giving  someth, 
the  heave-ho.  Is  it  quality  (the  most  common  cause  by  far)?  Cc 
dition?  Redundancy?  A  bad  fit  with  the  collection?  A  contribui 
to  unaffordable  insurance?  One  way  to  learn,  says  Stephen 
Weil,  author  of  A  Deaccession  Reader,  is  to  compare  what's  for  s 
to  what  the  museum  is  keeping.  Take  the  Met's  Monet.  A  lool 
the  museum's  European  paintings  catalog  reveals  the  work 
have  been  one  of  more  than  three  dozen  Monets  owned  by  ■ 
Met  and  perhaps  the  least  distinguished  of  the  bunch. 

Of  course,  if  you  don't  have  any  Monets,  you  won't  have ' 
Met's  problem.  It's  possible  that  both  buyer  and  seller  madi 
good  deal  on  this  transaction. 
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that  comes  from  repeat  customers 


our  numbers  are  impressive,  wait  until  you  see  what  we  can  do  for  yours. 

almost  all  industry  leaders,  including  most  of  the  world  s  largest  consumer  product  companies,  rely  on  Active  International  to  turr 
jrming  assets  into  financial  opportunities?  Corporate  trade  is  big  business.  And  it  could  be  your  chiance  to  recapture  top  value  frorr 
.  set  and  use  it  to  pay  for  goods  and  services  you  v/ere  already  planning  to  v>^>^^^^©Sv 
1     like   media,   other  operating  expenses,  cost-of-sale  and  capital  expen-  ^  ^    |  ^  ^flj^'^'^S^^^K^ 

out  what  Active  can  do  for  you.   Call   Michael   Lake  at  800-44-TRADE  i 
5j   Welcome  to  the  Surprising  World  of  Corporate  Trade.       N  I  L  K  N  A  I  I  C>)  N  A  L 
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Super  Bowls 

"Everything  is  perfect  on  these,"  says  Eric  Silver, 
who  heads  the  19th-and-20th-century  decorative 
arts  department  at  WilHam  Doyle  Galleries.  He's 
referring  to  the  mix  of  craftlike  details  and  mod- 
ern lines  of  studio  pottery  from  the  1940s  and 
1950s.  "People  like  the  extreme  simplicity  that's 
familiar,  plus  the  stunning  enamel  work,"  he  adds. 
Several  of  the  potters,  like  Lucie  Rie  and  Hans 
Coper,  trained  in  Vienna  during  the  1920s,  then 
immigrated  to  London.  The  U.S.-based  Natzlers, 
Gertrud  and  Otto,  divided  the  job:  She  was  the 
master  potter,  he  labored  over  glazes  to 
get  the  iridescent  effect  characteristic  of 
some  of  their  pieces.  Today  one  of  the 
small  bowls  could  sell  for  $3,000,  a  more  si 
stantial  work  for  $10,000. 


Keep  on  Rockin' 

Veteran  Dead  Heads  unite — and  be 
sure  to  check  your  storage  rooms  for 
first-run  concert  posters.  "The  really 
psychedelic  stuff  is  the  best,"  says  Ted 
L.  Hake,  owner  of  Hake's  Americana 
Auctions  in  York,  Pa.  Designer  Rick 
Griffin's  "eyeball  poster"  for  the  1968 
Jimi  Hendrix  Experience  concert  at  the 
Filmore  West  is  a  good  example:  Wings 
and  a  rattlesnake  shoot  out  of  a  vein- 
distended  blue  eye.  Price:  $2,000. 


Looking  for  a  bargain?  A  sampling  of 
what  the  experts  say  is  still  undervalued. 


BY  VICTORIA  MURPHY 

crazy,  striking — that  defines  this  deca^ 
says  Hake.  Preferred  designers  include  G 
fin,  Stanley  Mouse,  Anton  Kelley,  Ran 
Tuten  and  Victor  Moscoso.  First  editio 
usually  on  a  different  paper  stock  or  wit 
unique  color  scheme,  typically  fetch 
highest  prices.  "You  have  to  know  wl 
you're  looking  for,"  says  Hake,  warning  th 
are  no  simple  rules  for  telling  a  first  r  fM 
from  a  second. 


)nda» 
jrgeni 


Euro  Trunks 


gtecl' 


Celebrating  pot(s); 
A  Janis  Joplin  poster 
from  1969,  worth  $250;  a 
couple  of  porcelain  bottles 
by  Lucie  Rie,  which  might 
bring  $5,000  apiece. 


Don't  be  tricked  into  thinking  one  of  th 
hand-painted  wooden  wonders  is  ft-om 
good  ol'  U.S.A.,  say  Ralph  and  Terry  Ko' 
who  publish  a  monthly  newsletter  on  c 
lectibles.  A  recent  supply  of  late- 1 9th-centii 
chests  and  trunks  from  Europe  is  getti 
attention  fi^om  dealers  and  collectors  w 
like  their  similarity  to  early  American  wor  ^"i*" 
The  prices  are  lower  than  the  homegro' 
stuff,  around  $250  for  a  trunk  and  $350  fa 
three-drawer  chest,  versus  $500  to  $2,000 
domestic  ware.  But  the  Kovels  expect  pri 
to  change  soon:  "The  supply  of  these  c 
pieces  is  going  to  dry  up,  and  that  mea 
prices  will  jump,"  says  Terry.  The  more  b 
tered,  the  better:  Look  for  a  distressed  finish,  c 
iron  hinges  and  crude  construction. 


ive  'em  the  Nod 

These  odd  statuettes  with  goofy  heads  were  fi 
made  in  the  1950s.  But  when  the  San  Fra 
cisco  Giants  commissioned  memorabil 
maker  Alexander  Global  to  turn  a 
35,000  Willie  Mays  bobbleheads  foi 
1999  game,  a  collecting 
craze  was  reborn.  "Prices 
keep  getting  higher," 
says  Jon  C.  Fitch,  senior 
manager  for  sports  memora- 
bilia at  online  auction  house  Ebay.  The 
older  dolls  command  a  higher  price,  like  the 
Mickey  Mantle  1961-63  model,  for  which 
bidding  recently  surpassed  $700.  But  even  the 
new  releases  are  turning  heads:  Arizona  Dia- 
mondback  pitcher  Randy  Johnson  in  his  pur- 
ple jersey  sold  for  $5 1 0.  F 

Two  classics:  a  100-year-old  trunk  from  eastern  Europe;  a  Boston  Red  Sox  bobblehead  from  the  1960s. 
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CIAL     ADVERTISING  SECTION 


Copies  of  the  company's  in-depth 
Drug  Trend  Report  2001 
are  now  available. 
Contact  Merck-Medco, 
1  866296-3274  ext.  12  or 
medcodrugtrendreport@merckmedco.com 


sing  Prescription  Costs 
Bate  Tougli  Choices  for  Managers 

ption  drug  costs  consumed  8.3%  of  total  health  care  expenditures  in  the  U.S.  in  1999,  and  when  the  numbers  are  in  for 

1 

l|jhat  share  is  projected  to  jump  another  six-tenths  of  a  percent.  Over  the  last  five  years,  the  average  cost  of  providing  a  pre- 
n  drug  benefit  nearly  doubled.  Two  dominant  trends  affect  that  upward  spiral:  growth  in  drug  spending  among  the  baby- 
^j|f  generation  and  the  price  of  widely  used  drugs  still  under  patent  protection.  Employers,  health  plans,  carriers  and  other 
St!  )onsors  face  enormous  challenges  as  they  decide  how  to  rein  in  expenses  without  compromising  health  care  quality. 


live  Thinking 

tlfe  no  quick  fixes  for  the  conn- 
lues  that  surround  rising  pre- 
1  costs.  But  some  pharmacy 
nanagers  (PBMs)  are  devising 
^8  and  successful  solutions, 
technology  advancements, 
an  drive  greater  efficiencies  in 
;ii  ipensing,  improve  customer 
and  identify  potential  drug 
ons  with  greater  precision  — 
to  reduce  costs  while  improv- 
ty  of  care.  PBMs  can  also  pro- 
ficiencies by  encouraging 
rs  and  physicians  to  use  thera- 
y  equivalent  lower-cost  drugs. 

rveillance  Is  Key 

Pi  ling  a  close  watch  on  pend- 

I  drug  applications  is  an  essential 
[1  nanaging  the  cost-quality  equation. 
I'e  sophisticated  PBMs  analyze  data 
9  how  new  drugs  will  impact  their 
drug  plans.  This  type  of  review, 
strong  clinical  expertise,  leads  to 
st-effective  utilization  policies. 

I  Drug  Choices 

effective  approach  is  educating 
rs  and  physicians  regarding  alter- 
to  expensive  brand-name  drugs  like 
)st-effective  therapeutic  equiva- 
avings  also  can  result  when  plans 
members  to  pay  the  difference 


between  brand-name  and  generic  drugs. 
PBM  clinical  expertise,  along  with  guidance 
from  prescribers,  helps  ensure  that 
member  health  is  not  compromised  as 
these  changes  are  implemented. 

Improving  Delivery  Efficiencies 

Working  with  PBMs  that  offer  streamlined 
mail-service  networks,  plan  sponsors  can 
lower  plan  costs  while  adding  convenience 
for  members.  Users  of  such  home  delivery 
services  are  overwhelmingly  positive  about 
them.  Carefully  planned  communications  can 
build  trust  and  understanding  about  this 
effective  method  of  deliver/. 


Prevention  Cuts  Costs 

An  aging  baby-boomer  population 
seeks  to  preserve  quality  of  life  by 
taking  more  responsibility  for  their 
own  health.  Plan  sponsors  can  make 
the  most  of  this  trend  by  offering 
information  and  customer  service 
geared  to  helping  members  use 
drugs  safely  and  effectively.  Pharma- 
cist counseling  is  important,  as  are 
outreach  programs  that  help  mem- 
bers successfully  manage  chronic 
health  conditions.  To  avoid  costly 
hospitalizations,  sophisticated  new 
software  can  alert  pharmacists  to 
potential  drug  interactions  based  on  a 
patient's  health  history, 

A  Closer  Look 

PBMs  should  be  expected  to  stay  attuned 
to  complex  issues,  trends  and  innovative 
solutions  in  today's  changing  prescription 
drug  environment.  The  best  PBMs  are 
those  that  also  can  function  as  knowledge 
managers,  offering  a  broad  portfolio  of 
strategies,  tools  and  techniques  to  balance 
costs  with  quality  care. 

As  the  PBM  for  one  in  even/  four  Amer- 
icans, Merck-Medco  is  in  a  unique  posi- 
tion to  address  problems  that  employers, 
health  plans,  carriers,  third-party  adminis- 
trators and  other  plan  sponsors  face 
when  making  decisions  about  prescription 
plans.  ■ 


o(^^  yy^  o^Yy\)pci^  djy^ 
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o  rising  drug  costs  automatically  mean  reduced  drug  benefits?  Not  necessarily. 

The  fact  is,  over  the  years  we've  invested  more  than  anyone  else  in  creating 
smarter  ways  to  reduce  waste,  drive  usage  of  more  cost-effective  drug  therapies, 
improve  satisfaction,  and  keep  your  benefit  competitive.  All  to  protect  not  just 
your  employees'  health,  but  your  financial  health  as  well. 

To  learn  how  we  can  help  you  get  more  for  your  benefit  dollar, 
call  Brian  Griffin,  S.V.P.  of  Sales,  at  1  866  296-3274,  ext.  24. 

Y&H  ^  k^rdet  mtklhJf  dma  j^i^^.  A  Merck-Medco 

'  Live  life  well 

www.merckmedco.com 


©  2001  Merck-Medco  Managed  Care,  L.L.C.,  a  subsidiary  of  Merck  &  Co.,  Inc.  Live  life  well  is  a  trademark  of  Merck-Medco. 


What  does  product 
development 

mean  to 

I? 


"A  ball  bearing  that 
fits  my  quarterly  projections 
as  tightly  as  it  does  my 
customer's  assembly." 

Why  make  product  success  more  likely  when  you  can  make  it  inevitable?  PTC  solutions  for 
collaborative  product  development  help  put  engineers,  suppliers,  and  customers  behind 
one  goal -winning  at  the  product  game.  PTC  is  the  world's  largest  software  company  with 
a  total  commitment  to  the  product  development  process.  Product  development  means 
business-and  at  PTC,  it's  our  only  business.  1.888.PTC.3776  or  www.ptc.com 


Product  development  means  business: 


PTC 

Shaping  Innovation 


©2001  Parametric  Technology  Corporation.  PTC  and  its  logo  and  Product  Development  Means  Business  are  trademarks  or 
registered  tradcmarb  of  Parametric  Technology  Corporation  or  its  subsidiaries  in  the  United  States  and  in  other  countries. 


Stopping  Porta-Nukes 

terrorist  skulks  into  Grand  Central  Station  with  a  radioactive  bomb 
icked  into  his  suitcase.  Do  we  have  the  technology  to  spot  it? 

'  CHRISTOPHER  HELMAN 


DIRTY  NUKES— SUITCASE-SIZE 
bombs  made  of  explosives 
studded  with  scavenged  chunks 
of  radioactive  material — could 
become  the  next  tool  of  terror- 
n,  far  more  devastating  than  hijackings 
d  anthrax.  The  scary  question:  Can  we 
>p  them? 

"If  a  nuclear  attack  comes,  it  won't  be 
)m  an  ICBM,  but  more  likely  in  the 
Id  of  a  container  ship,"  says  Paul  Lev- 
tlial,  president  of  the  Nuclear  Control 
stitute  in  Washington,  D.C.  "The 
icat  is  very  real.  It's  hard  to  grasp 
cause  it's  so  unthinkable.  Denial  is  a 


key  factor  in  our  weak  state  of  security." 

New  technology  is  the  key  to 
strengthening  the  same.  Until  recently  the 
only  equipment  for  spotting  a  suitcase 
bomb  was  an  unwieldy  machine  the  size 
of  a  refrigerator,  using  liquid  nitrogen  to 
cool  crystal  detectors  down  to  300 
degrees  below  zero  and  taking  hours  to 
produce  a  reading.  Hardly  a  solution  for 
your  basic  airport  check-in. 

Now  federal  agencies  are  deploying 
new  detectors  that  put  the  Geiger 
counter's  90-year-old  technology  to 
shame.  They  are  fast  enough  to  scan 
trucks  and  cars  as  they  pass  through  toll 


booths,  portable  enough  to  be  used 
almost  anywhere  and  sensitive  enough  to 
distinguish  between  a  weapons-grade  iso- 
tope and  the  less  dangerous  form  in  an  X- 
ray  machine. 

Berkeley  Nucleonics,  a  privately  held 
firm  in  San  Rafael,  Calif.,  sells  an  $8,000 
handheld  detector,  called  the  SAM  935, 
that  uses  a  sodium  iodide  crystal  and 
powerful  software  that  can  identify  90 
isotopes  in  one  second.  Berkeley's  chief 
rival,  SAIC  Corp.  in  San  Diego,  has  sold 
hundreds  of  its  cesium  iodide  handheld 
screeners  to  the  FBI  and  other  agencies. 

SAIC  also  makes  larger  "portal"  detec- 
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tors  that  look  like  the  metal  detectors  at 
airports.  Packed  into  two  65-pound  suit- 
cases, these  $10,000  snoopers  also  use 
sodium  iodide  crystals  to  spot  radiation 
on  individuals,  but  they  can't  discern 
among  isotopes.  That  requires  a  scan  with 
a  more  precise  handheld  device.  "This 
time  next  year  there  will  be  hundreds  of 
these  used  at  critical  points  across  the 
U.S.,"  says  James  Winso,  an  SAIC  director. 

Government  agencies  have  spent  an 
estimated  $100  million  on  detection  gear 
this  year,  says  Ralph  James,  a  research 
director  at  Brookhaven  National  Labora- 
tory. The  market  could  double  in  three 
years,  speculates  David  Brown,  president 
of  Berkeley  Nucleonics:  "Instead  of  sell- 
ing 10  units  at  a  time,  we're  now  selling 
devices  in  quantities  of  100." 

But  signs  of  the  growing  risk  occurred 
long  before  Sept.  11.  Since  1993  nearly 
400  cases  of  illegal  trafficking  in  nuclear 
and  radioactive  materials  have  been 
tracked  by  the  International  Atomic 
Energy  Agency  in  Vienna.  In  18  instances 
small  amounts  of  bomb-grade  uranium 
or  plutonium  were  involved.  In  July  four 
men  were  arrested  in  Georgia,  the  former 
Soviet  republic,  on  a  charge  of  plotting  to 
sell  4  pounds  of  enriched  uranium  235;  it 
takes  55  pounds  of  it  to  build  a  bomb. 

Customs  agents  carry  basic  Geiger- 


counter-like  devices  in  their  shirt  pock- 
ets to  measure  radiation  exposure.  But 
while  the  Geiger  counter  spots  radiation 
easily,  it  can't  determine  which  isotope  is 
present,  and  therefore  is  unable  to  tell 
whether  danger  is  at  hand.  Geiger  coun- 
ters use  an  electrically  charged  wire  in- 
side a  metal  tube  filled  with  methane 
and  argon  gas.  A  window  at  one  end  lets 
in  ionizing  radiation  from  a  decaying 
isotope.  The  radiation  ionizes  an  atom 
in  the  gas  mixture,  setting  off  a  cascade 
of  electrons  that  hit  the  wire  and  register 
as  an  electric  pulse  counted  by  a  meter 
or  amplified  into  the  familiar  "click- 
click-click." 

The  newer  detectors  forgo  wires  and 
gas  in  favor  of  highly  engineered  crystals 
made  from  sodium  iodide  or  cesium 
iodide.  These  ice-cube-size  crystals  are 
grown  slowly  in  ovens  heated  as  high  as 
1 ,800  degrees  Fahrenheit,  adding  just  one 
centimeter  in  a  day.  They  are  so  dense 
they  can  absorb  radiation  entirely.  When 
exposed  to  an  isotope,  the  crystals  flash 
for  50  billionths  of  a  second.  Since  every 
isotope  that  spews  gamma  or  X  rays  or 
charged  particles  does  so  in  a  unique 
way — an  atomic  fingerprint,  of  sorts — 
the  color  and  intensity  of  the  flash  tells 
the  detector  which  isotope  is  present  and 
in  what  quantity. 


Berkeley  Nucleonics'  SAM  935,  intro 
duced  in  1995  and  upgraded  annuall) 
looks  like  a  big  can  of  shaving  cream 
with  a  crystal  positioned  inside  th 
opening  at  one  end.  Once  an  isotop 
causes  the  crystal  to  flash,  a  photosensi 
tive  cathode  releases  electrons  into  a  vac 
uum  tube  where  a  chain  reaction  pro 
duces  a  cascade,  as  in  the  Geiger  countei 
Resulting  electrical  pulses  are  analyze( 
by  software  that  can  determine  on  the  fl 
which  isotopes  are  present. 

Founded  in  1960,  Berkeley  Nucleon 
ics  has  annual  sales  of  less  than  $50  milj 
lion,  peddling  measurement  devices  t(j 
the  nuclear  and  chemical  industries.  I 
has  sold  hundreds  of  the  new  detecto 
units  to  the  military,  the  Environmenta 
Protection  Agency,  the  Department  oi 
Energy  and  emergency  response  teams. 

Terrorists  could  find  a  way  aroun 
some  of  these  scanners — for  exampl 
by  lining  a  suitcase  with  lead.  SAI 
and  Berkeley  Nucleonics  can  respon 
with  additional  detectors  that  pick  u] 
neutrons.  In  the  end  nuclear  securit 
comes  down  to  a  battle  of  brainpowei 
Says  SAIC's  Winso:  "A  lot  of  these  ter 
rorists  have  fine  German  and  Americai 
engineering  educations.  They're  smar 
people."  Let's  hope  our  guys  an 
smarter.  I 


May  I  Check  Your  Bag;  Sir? 


2  Gamma  rays  entering  the  detector  are  ab- 
sorbed by  a  sodium  iodide  crystal.  The  crys- 
tal flashes  (invisible  to  the  human  eye)  in 
proportion  to  the  intensity  of  the  radiation. 


3  The  flash  of  light  hits  a  photocath- 
ode,  which  projects  electrons  down  a 
vacuum  chamber  Electrodes  called 
dynodes  amplify  the  electron  activity. 

ANODE 


ELECTRONIC  PULSE 


1 A  plutonium-rich  "dirty 
nuke"  in  a  smuggler's 
valise  emits  gamma  rays— 
a  highly  energetic  form  of 
radiation  picked  up  by  a 
handheld  detector. 


CRYSTAL 


CATHODE 


4  An  anode  at  the  end  of  the  tube  converts  the  electrons 
into  an  electronic  pulse  read  by  an  attached  meter.  The 
detector  can  identify  up  to  nine  isotopes  within  a  second. 
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The  Skinflint  Goes  Shopping 


Price-comparison 
Web  sites  are 
great  places  to 
gatlierinfo.  But 
they  often  miss 
the  best  deals. 


SHOPPING  MAY  NOW  BE  PATRIOTIC,  BUT  OVERPAYING 
remains  downright  un-American.  Thanks  to  the  Web, 
you  can  do  your  duty  and  save  a  few  bucks  in  the  bar- 
gain. Here's  the  drill,  whether  you're  buying  online  or 
ofif,  tech  gear  or  teakettles: 
Start  online.  Price-comparison  sites  like  MySimon  and  Price- 
SCAN  are  great  places  to  gather  info.  But  they  omit  many  deals, 
including  manufacturers'  rebates  and  sales  at  stores.  For  elec- 
tronics and  cameras,  they  also  miss  the  best  prices  from  autho- 
rized vendors  who  must  quote  artificially  inflated  numbers  (or 
none)  in  ads  but  ask  you  to  phone  for  better  deals.  So  . . . 

Move  to  the  phone.  A  bit  of 
person-to-person  negotiating 
may  convince  vendors  to  match 
rivals'  Web  prices  or  cut  ship- 
ping fees.  You  might  even  get  a 
price  from  an  autliorized  dealer 
so  low  you  can  . . . 

Avoid  the  gray  marltet.  Cam- 
eras and  electronics  imported  by 
someone  other  than  authorized 
U.S.  distributors  may  be  identi- 
cal to  "official"  items.  But  they 
may  also  have  anomalies  like 
power  cords  that  don't  fit  directly  into  U.S.  sockets  or  manuals  in 
foreign  languages;  U.S.  rebates  and  warranties  may  not  apply. 
Much  of  the  gray  market  is  in  New  York  City,  where  disclosure 
laws  are  routinely  flouted.  If  a  deal  looks  too  good,  it  may  be  gray. 

Scoff  at  ship  dates.  "In  stock"  can  mean  many  things,  includ- 
ing "not  in  stock."  Phrases  like  "usually  ships  in  24  hours"  are  as 
weaseUy  as  they  sound.  Last-minute  shoppers:  Consider  vendors 
like  PC  Connection,  which  can  ship  in-stock  items  for  next-day 
arrival — or  same-day,  if  you  order  between  midnight  and  2  a.m. 

Shun  shipping  scams.  When  it's  not  offering  free  shipping, 
Dell's  Web  site  tacks  on  $95  to  ship  a  computer — sans  monitor. 
More  reasonable  vendors  charge  less  than  $20.  Shipping  fees  are 
really  obnoxious  when  added  to  the  price  of  low-cost  items. 

Don't  overtax  yourself.  Buy  a  computer  from  Dell's  "Small 
Business"  site,  and  you  pay  tax  unless  you  certify  you're  exempt. 
Buy  fi-om  its  "Home  and  Home  Office"  site  and,  in  many  states, 
you  pay  tax  only  on  the  warranty.  Go  figure.  Comparison  sites 
rarely  factor  in  taxes;  if  the  vendor  has  offices  in  your  state,  you 
may  be  in  for  an  unpleasant  surprise. 

Cheap  out  on  commodities.  Dell  charges  $80  to  upgrade  Di- 
mension 4300  machines  from  128  megabytes  of  RAM  to  256. 
The  extra  memory  is  widely  available  elsewhere  for  less  than 
$20.  Apple  asks  $200  for  256  megabytes  for  a  Power  Mac;  in 
the  real  world  it  goes  for  just  over  $30.  If 
you  don't  like  cracking  computer  cases,  hire 


a  12-year-old  to  do  the  job. 

Capture  coupons.  Sit0 
like  techbargains.com  an< 
2save247.com  include  hundred 
of  virtual  coupons,  rebates  ani 
special  offers — from  free  ship 
ping  to  sizable  discounts.  Befor 
you  click  to  seal  a  Web  purchas« 
open  a  new  browser  window,  d 
a  quick  Google  search  on,  sa^ 
"flower  coupons,"  and  almost  in 
stantiy  find  a  discount  code.  Tha 
procedure  recently  cut  $  1 2  from  an  $80  bouquet. 

Get  promoted.  Manufacturers  run  promotions  all  the  time,  bij 
often  advertise  them  poorly  outside  their  Web  sites.  When 
bought  a  refrigerator  and  dishwasher  at  an  appliance  store,  thi 
salesman  didn't  mention  any  deals,  but  the  manufacturer's  sit 
yielded  printable  coupons  for  a  fi^ee  blender  and  a  $50  cash  rebate 
My  recent  desktop-computer  purchase  was  good  for  a  $100  rebatt 
promoted  on  the  manufacturer's  site,  but  not  the  vendor's.  Kee] 
copies  of  rebate  offers  you've  claimed — gHtches  abound. 

Manage  happy  returns.  Web  vendors  increasingly  lev 
"restocking  fees,"  but  some  still  offer  no-questions-asked  retur! 
policies  for  most  hardware — provided  you  pay  the  freight.  Tradi 
tional  offline  stores  generally  make  returns  simpler. 

Pay  with  plastic.  With  cash,  your  leverage  in  a  dispute  is  nil.  \ 
credit  card  gives  you  the  upper  hand  to  challenge  the  charges. 

And  while  you're  admiring  your  budget-priced  haul,  givj 
thanks  to  Uncle  Sam  for  funding  the  Net  in  the  first  place  an( 
making  the  world  a  happier  place  for  bargain  hunters. 
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Stephen  Manes  (steve@cranky.com),  cohost  of  Digital  Duo,  has  been  covering 
technology  for  nearly  two  decades.  Find  past  columns  at  www.forbes.com/manes. 
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Pick  up  an  article  about  projector  tech- 
nologies and  most  of  the  time  you'll  be 
reading  about  ultra-portable  projectors.  It's 
hard  to  resist  a  product  category  that  keeps  lop- 
ping off  the  pounds.  Behind  the  scenes,  however, 
there  have  been  equally  dramatic  changes  in  con- 
ference room  projectors — ^the  category  of  installed 
projectors  that  weigh  about  10  to  30  pounds. 

Just  as  the  ultra-portables  are  increasing  in  brightness, 
and  dropping  in  price,  conference  room  projectors  are 
beginning  to  rival  the  larger  staging-market  projectors 
in  their  brightness,  while  becoming  so  inexpensive, 
they're  being  considered  for  many  new  types  of  venues. 
Add  in  state-of-the-art  features,  such  as  networking  capa- 
bilities, wireless  connectivity,  and  advanced  keystone  cor- 
rection, and  there  are  compelling  reasons  for  companies 
to  rethink  their  approach  to  corporate  presentations. 

Why  not  just  use  an  ultra-portable  projector  and 
move  it  from  room  to  room.^"  That's  just  what  some 
companies  have  been  doing,  though  Sweta  Dash  sees  a 
change  in  that  way  of  thinking.  Dash  is  the  director  of 
LCD  and  projection  research  with  Stanford  Resources, 
based  in  San  Jose,  California.  "Within  the  last  one  or  two 
years,  there  has  been  a  tremendous  development  of  tech- 
nology for  conference  room  projectors  that  is  increasing 
their  usability,"  she  says.  Dash  notes  that  conference 
room  projectors  are  the  fastest-growing  category  after 
the  ultra-portables. 

"It  used  to  be  a  niche  market,"  says  Dash.  "Most  of 
the  time,  companies  would  use  ultra-portable  projectors, 
rather  than  a  large  installed  projector,  mainly  because  of 
the  cost."  She  points  out  that  many  more  companies  can 
now  afford  conference  room  projectors,  because  the  price 
is  no  longer  out-of-reach.  "With  a  $40,000  to  $50,000 


price  tag,  there  were  only  so  many  companies  that  could 
afford  this  kind  of  projector.  Now  with  a  $10,000  to 
$15,000  price  tag,  you've  increased  the  number  of  cus- 
tomers who  can  use  it." 

Pushing  Pixels 

For  many  corporations,  the  additional  brightness  is  the 
prime  selling  point  for  the  installed  projectors.  "If  you 
look  back  just  five  or  six  years,  1,000  lumens  was  sup- 
posed to  be  the  brightest  of  the  conference  room  pro- 
jectors," says  Dash.  "Now  the  projectors'  lumen  rating 
is  ranging  from  2,000  to  5,000  lumens  and  sometimes 
even  7,000  lumens."  With  these  more  powerful  projec- 
tors, you  no  longer  need  to  dim  the  lights.  People  can 
take  notes  during  the  presentadon  and  see  the  faces  of  the 
other  participants.  At  the  same  time  that  brightness  lev- 
els have  increased  by  orders  ot  magnitude,  prices  have 
dropped  significantly.  "In  the  middle  of  last  year,  for  a 
3,000  to  3,500  lumen  projector,  the  list  price  was  some- 
where around  $25,000,"  explains  Dash.  "Now  for  a  sim- 
ilar type  3,000  to  3,500  lumen  projector,  you  can  buy  it  for 
a  list  price  of  around  $15,000.  The  street  price  is  even 
lower.  I've  seen  a  3,000  lumen  projector  with  a  street  price 
of  less  than  $10,000." 

Even  if  you  don't  need  the  incredible  brightness  of 
what  the  industry  has  nicknamed  a  "light  canon,"  you 
may  be  enticed  by  the  extra  features  manufacturers  are 
adding  to  attract  corporate  buyers.  One  of  the  top  new 
features  is  networking.  Networked  projectors  represent 
a  convergence  between  information  technology  and 
audio-visual  technology.  With  a  networked  projector, 
you  could  download  your  presentation  tile  from  the 
company  intranet,  or  someone  from  your  New  York 
office  could  send  a  presentation  file  to  a  projector  in  your 
San  Francisco  office.  Your  network  manager  could 


#1%  V  tPSON  POWmiT^  WORK  ANYWHERE,  EVERY  TIME  YOU  WANT  THEM  TO. 

K:J  :'-■''['-■>  For  those  who've  experienced  that  certain  sinking  feeling  during  a  presentation,  we  offer  the  Epson  PowerLite" 
^f"^^'/^-  projector  series.  Not  only  are  they  easy  to  set  up  but,  weighing  as  low  as  5.8  pounds,  they're  just  as  easy  to  carry. 
•  Your  audience-is. surfr to  love  the  image  quality  and  clarity  that  comes  from  our  industry-leading  3-LCD  projectors. 

■■'v  ■    ■  /'  '^1^  V  Epson  is  a  registered  trademark  of- State  Epson  Oorp  PowerLite<is,a  registered  tratk^marK.u!  Epson  Anienca.  Int    i,2U0I  E[Jhtm  AnicfiiM!  Inr    '  •  .  ,  ■  .■    ,  " 


remotely  perform  diagnostics  on  a  networked  projector, 
receive  an  e-mail  notification  that  the  projector's  lamp 
is  about  to  burn  out,  or  switch  off  a  projector  that  was 
accidentally  left  on.  Add  wireless  connectivity,  and  you 
could  send  your  presentation  from  your  notebook  com- 
puter to  your  projector  without  having  to  hook  up  a 
cable.  You  could  have  several  executives  at  a  boardroom 
table,  each  equipped  with  a  notebook,  and  each  in  turn 
could  give  his  or  her  presentation  without  any  of  the 
notebooks  being  directly  connected  to  the  projector. 

Conference  room  projectors  also  tend  to  support  the 
high-resolution  display  modes  that  match  the  native  res- 
olution of  the  high-end  notebooks.  "One  of  the  dilemmas 
that  the  projector  manufacturers  face  is  that  a  lot  more 
notebooks  are  coming  out  with  SXGA  or  better  screens," 
says  Bob  O'Donnell,  research  director  for  device  tech- 
nology with  IDC,  based  in  Framingham,  Massachusetts. 
"There  are  very  few  SXGA  projectors,  and  none  that  I 
am  aware  of  that  have  higher  resolutions  than  SXGA." 
SXGA  has  a  resolution  of  1,280  x  1,024  pixels. 

Corporations  are  also  looking  for  projectors  with 
improved  video  quality.  "A  lot  of  multimedia  presenta- 
tions now  include  a  video  presentation,"  says  Dash. 
"These  projectors  are  designed  in  such  a  way  that  they 
can  handle  both."  O'Donnell  points  out  that  many  of  the 
conference  room  projectors  have  improved  video-pro- 
cessing circuitry.  "These  are  the  same  kinds  of  line  dou- 
blets and  scalers  that  go  into  high-definition  televisions," 
he  explains. 

Another  distinguishing  technology  is  advanced  key- 
stone correction.  Normally,  you  have  to  position  the  pro- 
jector both  vertically  and  horizontally  with  the  screen,  so 
the  projected  image  isn't  distorted.  Keystone  correction 
uses  digital  technology  to  adjust  the  image  to  allow  for 
greater  flexibility  when  placing  the  projector.  "If  the  con- 
ference room  or  boardroom  is  already  set  a  certain  way, 
and  you  can't  change  things  around,  these  projectors  can 
be  positioned  in  different  places,"  says  Dash. 

Mass  Appeal 

Size  itself  can  also  be  an  advantage  for  conference 
room  projectors.  "When  you  screw  something  to  the  ceil- 
ing and  leave  it  there  for  several  years,  it  can  be  really 
big,"  explains  Martin  Reynolds,  a  research  fellow  with  the 
Gartner  Group,  based  in  San  Jose,  California.  "The 
portable  ones  do  pretty  well — they  have  a  lot  of  stuff 
packed  in  there — but  those  technologies  magnify  even 
more  when  you  put  them  in  a  big  unit."  Yet  even  when 
manufacturers  can  demonstrate  a  real  cost  savings 
from  the  technologies,  corporations  are  slow  to  adopt 


them.  "It's  an  interesting  market,  but  one  that's  tough 
grow  really  fast  because  projectors  have  a  long  effecti 
life, ".says  Reynolds. 

So  how  do  companies  calculate  the  payback  on  a  pr 
jector,  or  decide  if  they  even  need  a  projector.''  "How  < 
you  calculate  any  ROI,"  asks  O'Donnell.  "That  has  alwa 
been  a  gray  science  in  my  opinion."  As  a  start,  he  sugge 
that  corporations  look  at  the  frequency  of  their  meetind 
the  nature  of  their  meetings,  and  how  often  presentatio 
are  included  in  their  meetings.  He  also  thinks  that  tl 
changing  business  climate  will  favor  the  use  of  more  pr! 
jectors.  "We  fully  expect  that  there  will  be  a  lot  mojj 


NEC's  GT2150  fixed-installation  LCD  projector 
features  1 ,366  x  1 ,024  pixels  of  native  resolutio 

videoconferencing  going  on,  and  we  think  projectors  a 
going  to  play  an  important  role  in  that  regard,"  he  sa^l 
"We  expect  to  see  projectors  as  a  video  display  source  fl 
videoconferencing.  And  we  certainly  think  that  vide: 
conferencing  is  going  to  be  increasing  as  people  show  sigi 
of  being  reluctant  to  travel  and  companies  continue  to  c 
costs.  We  also  expect  to  see  a  lot  more  Web  conferencin 
Whenever  there's  a  meeting  with  multiple  people,  aii 
you  have  information  to  present,  a  projector  helps  to  mal 
that  meeting  more  efficient."  J 
Even  though  sales  of  ultra-portable  projectors  aJ 
increasing  more  rapidly  than  the  sales  of  confereni 
room  projectors,  there  are  some  who  think  that  the  ha\ 
ance  could  eventually  shift.  "Some  people  believe  that  i 
time  goes  on  if  all  the  companies  have  projectors  in  th^ 
conference  rooms,  there  will  no  longer  be  a  need  to  ca 
ry  a  projector  with  you,"  says  Dash.  "Generally,  the  coi 
ference  room  projectors  are  better  because  they  ha'j 
more  advanced  features  than  the  ultra-portables,  so  tlj 
theory  suggests  that  as  conference  room  projectol 
become  more  prevalent,  there  will  be  less  need  to  brir 
along  an  ultra-portable.  "  i| 


■1 


A  Killer 


The  race  is  on  for  a  new  vaccine  to  block  the 
alarming  spread  of  the  viral  scourge  behind 
cervical  cancer.  There's  new  hope  emerging 
from  promising  clinical  trials  at  Merck. 


C HEMOTHERAPY,  RADIATION,  SUR- 
gery— oncologists  try  everything 
to  treat  cervical  cancer.  Yet  of  the 
470,000  women  who  contract  the 
disease  worldwide  each  year 
(15,000  in  the  U.S.),  half  die 
within  five  years.  This  cancer  kills  200,000  women 
annually  (5,000  iii  the  U.S.),  one  of  the  biggest  can- 
cer killers  of  women  in  the  world. 

Yet  virtually  all  the  cases  were  avoidable,  even 
preventable:  The  cancer  is  caused  by  a  sexually 
transmitted  disease  known  as  HPV  (human  papil- 
lomavirus), hisidious  and  prodigious,  HPV  is  the 
fastest-spreading  STD.  More  than  half  of  all  sexu- 
ally active  Americans  will  carry  the  virus  at  some 
point  in  their  lives.  Every  year  up  to  40  million 
people  get  infected  with  1  of  20  sibling  strains. 

Condoms  don't  do  much  to  stop  HPV  because 
the  virus  can  easily  spread  through  incidental  skin 
contact.  No  reliable  tests  exist.  And  there  is  no 
treatment  or  cure;  scientists  aren't  even  sure 
whether,  once  HPV  infects  a  person,  it  dies,  away 


BY  JONATHAN  FAHEY 

entirely  or  merely  hangs  out,  dormant.  Usually 
the  virus  runs  its  course  in  a  year  or  so  without 
severe  symptoms — men,  in  particular,  rarely  real- 
ize they've  got  it,  blithely  passing  it  on  to  their 
partners."It  is  a  very  clever  virus,"  says  Kathrin 
Jansen,  a  scientist  at  Merck  &  Co.  "Your  immune 
system  doesn't  even  see  it.  That  makes  it  even  eas- 
ier to  spread  around." 

Researchers  first  discovered  more  than  a 
decade  ago  that  HPV  causes  cancers  of  the  cervix, 
anus  and.genitalia.  But  government  and  corporate 
labs  didn't  exactly  wage  war  on  the  rapidly 
spreading  agent.  "It's  like  a  stepchild  compared 
with  other  viruses.  It  hardly  gets  any  attention," 
Jansen  says. 

But  at  long  last  scientists  are  close  to  creating 
vaccines  that  could  stop  HPV  cold,  with  the  poten- 
tial to  eliminate  75%  of  cervical  cancer  cases.  At 
Merck,  where  Jansen  runs  the  program  to  create 
an  HPV  vaccine,  scientists  are  expected  to  begin 
final-phase  human  trials  of  one  promising  candi- 
date. GlaxoSmithKline  is  also  expected  to  put  its 
vaccine  into  final  trials  soon.  "The  prospects  of 
success  in  the  near  future  are  very  exciting,"  says 


success  in  the  near  future  are  very  exciting,"  says 
Dr.  J.  Thomas  Cox,  executive  medical  director  of 
the  National  HPV  &  Cervical  Cancer  Resource 
Center  in  Research  Triangle  Park,  N.C. 

The  vaccines  target  two  HPV  strains  respon- 
sible for  75%  of  cervical  cancers.  Merck's  also 
taraets  two  other  strains  that  cause  nearlv 


all  forms  of  genital  warts. 

The  potential  market  is  huge:  Some 
1.4  million  cases  of  genital  warts  are  re- 
ported each  year  in  the  U.S.,  and  HPV 
infection  is  present  in  10%  to  15%  of 
women  aged  16  to  25. 

HPV  is  a  stealth  operator.  It  enters^ 
the  body  through  tiny  breaks  in  the  skin 
caused  by  rubbing  during  sex,  making  its 
way  below  the  surface  to  worm  inside  im- 
ature  skin  cells  in  and  around  the  genital 
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n  HPV  makes  its  way  to  the 

immature  cells  through 
tiny  abrasions  in  the  skin. 

Skin  abrasion  — i , 


Normal  immature  cells 


tract  (see  diagram).  HPV  bides  its  time, 
slowly  multiplying  inside  these  cells  as 
they  mature,  transforming  them  into  in- 
sidious envelopes  stuffed  with  millions 
of  copies  of  the  invader.  Once  these  car- 
rier skin  cells  mature  and  die,  the  body's 
immune  system  no  longer  perceives 
them  as  a  threat,  failing  to  notice  the  HPV 
hordes  inside.  That  is  when  the  virus  re- 
leases its  attack,  spreading  once  the  dead 
skin  cells  flake  off  the  body  naturally. 

Some  strains  cause  lesions  on  the 
cervix  and,  for  reasons  that  mystify 
researchers,  some  lesions  turn  cancerous. 
Solving  that  puzzle  could  yield  treat- 
ments, but  perfecting  a  potent  vaccine 
would  be  a  preemptive — and  far  more 
effective — form  of  attack. 

HPV  is  so  widespread  in  the  U.S.  that 
cervical  cancer  might  have  soared  far 
beyond  current  levels  were  it  not  for  the 
Pap  smear.  This  test  lets  doctors  catch  cer- 
vical lesions  early  and  snip  them  away 
before  they  can  become  malignant.  But 
the  tests  are  infrequently  administered  in 
the  developing  world,  and  even  in  the 
U.S.  they  are  notoriously  inaccurate,  fail- 
ing to  spot  infected  cervical  cells  25%  of 
the  time.  Pap  tests  and  other  forms  of 
HPV  management  also  are  expensive, 
costing  Americans  at  least  $6  billion  a 
year.  A  positive  result  often  means  remov- 
ing large  sections  of  the  cervix  either  as  a 


Some  HPV  strains  cause 
lesions— and  some  lesions 
turn  cancerous  when  the  virus 
Interferes  with  the  cells'  ability 
to  divide.  Doctors  suspect 
external  factors,  like  smoking. 


Developing  tumor  cells 


precaution  or  after  cancer  is  found. 

A  vaccine  for  HPV  long  seemed  im- 
possible because  of  the  virus'  quirks. 
Vaccines  are  usually  some  form  of  a 
weakened  or  dead  virus  grown  from  liv- 
ing tissue  cultures  and  injected  into  the 
bloodstream.  Much  like  giving  a  blood- 
hound a  sample  sniff  of  an  outlaw's 
clothes,  vaccines  teach  the  immune  sys- 
tem what  to  attack,  in  case  a  real  infec- 
tion comes.  But  HPV  is  a  different  bug:  It 


is  the  only  known  virus  that  can't  be 
grown  in  tissue  cultures.  Because  it  de- 
velops only  in  cells  that  are  maturing,  it 
can  be  grown  only  in  living  mammals. 

Breakthroughs  came  in  the  early 
1990s,  when  researchers  at  several  acade- 
mic labs  succeeded  in  teaching  organisms 
such  as  silkworms  to  produce  proteins 
that  look  exactly  like  strains  of  HPV.  This 
discovery  kick-started  HPV  vaccine  pro- 
grams at  drug  giants  such  as  Merck  and 
small  biotechs  like  Gaithersburg,  Md.- 
based  Medlmmune,  which  supplies  the 
GlaxoSmithKline  vaccine. 

At  Merck,  Kathrin  Jansen  started  the 
HPV  vaccine  program  and  has  shep- 
herded it  through  eight  years  of  devel- 


opment. In  1993  she  and  her  colleag 
began  inserting  genes  into  yeast  cells 
coax  them  into  producing  proteins  tli 
form  the  exterior  coat  of  the  nastier  H| 
strains.  The  proteins  naturally  twist  irl 
particles  that  are  indistinguishable  fro 
HPV.  When  these  harmless  particles  a 
injected  into  the  bloodstream,  the  iil 
mune  system  starts  pumping  out  ani 
bodies  trained  to  eliminate  HPV. 

Early  on,  Merck  ambitiously  pursui 
an  antiviral  cocktail  containing  four  vd 
cines — two  against  cancer,  two  again 
genital  warts.  The  vaccine  looks  powerl 
in  human  tests,  stimulating  up  to  111 
times  the  body's  normal  immui 
response  to  HPV.  Two  and  a  half  yea 
after  Merck  gave  its  vaccine  to  sever 
hundred  16-  to  23-year-old  women  in 
recent  trial,  none  were  infected  with  tl 
strain  they  had  been  vaccinated  again: 
while  5%  had  become  infected  wi 
another  common  cancerous  strain, 
small  test,  but  it  has  sparked  larger  trial 

Researchers  caution  that  the  vaccini 
are  still  up  to  five  years  away,  if  they  wo| 
at  all.  Vaccines  are  notoriously  difficult  i 
test:  Instead  of  simply  measuring  signs ! 
healing,  a  negative  must  be  proven — th 
someone  won't  get  a  disease.  That  w 
take  rigorous  testing  of  several  thousar 
women  over  the  next  few  years. 

Dr.  Darron  Brown,  who  is  testing  til 


Merck  vaccine  at  Indiana  Universit 
worries  that  cervical  cells  are  too  far  froi 
the  blood  supply  to  be  surrounded  1: 
enough  antibodies  to  fight  off  the  viru 
Jansen  counters  that  the  abrasions  thj 
open  the  door  to  HPV  also  attract  enou^ 
blood  to  carry  in  the  antibody  army.  { 
Even  if  they  are  effective,  vaccinj 
may  face  stiff  resistance  from  parent 
who  are  urged  to  let  their  11-year-ol 
darughter  or  son  get  a  shot  against  a  sej 
ually  transmitted  disease.  But  the  payo 
could  be  lucrative  for  whichever  druj 
maker  leads  the  way.  For  millions  of  gir 
who  are  now  just  toddlers,  the  benefi 
will  make  the  researchers'  struggle  all  tl 
more  worthwhile. 


JLViciQusJtiraUlycle  

HPV  is  an  insidious  invader,  slowly  multiplying  in 
young  skin  cells,  unbeknownst  to  the  immune  system. 

fej  Dead  skin  cells,  stuffed 
with  virus,  are  sloughed  off, 
infecting  healthy  cells. 


The  virus 
t*  replicates 
as  cells 
)i  mature. 

H  HPV  infects  immature 
skin  cells  and  slowly 
replicates  as  they 
develop. 


"HPV  is  a  very  clever  virus.  Your 
immune  system  doesn't  even  see  it." 
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ovartis  and  Suzan  drove 
her  •wnws  into  remission 
in  35  days. 


Suzan  had  been  fighting  a  losing  battle  against  cancer  for  three  long 
years.  By  January  2000,  she  was  too  sick  to  continue  her  studies. 
She  was  losing  weight,  her  hair,  and  at  times,  her  will  to  live.  But 
today  Suzan  feels  better  than  ever.  And  as  a  result  of  her  experience, 
she's  now  pursuing  a  new  degree,  and  a  new  career,  in  molecular 
biology.  Novartis  is  proud  to  be  the  innovative  force  that's  bringing 
new  optimism  and  hope  to  patients  and  their  families.  No  one  can 
promise  what  the  future  holds  for  cancer  patients,  but  today  Suzan 
is  winning  the  fight  against  her  particular  form  of  cancer,  enjoying 
a  good  quality  of  life  and  realizing  her  dreams. 

Think  what's  possible. 


jiOne  minute  I  was  looking  at  deatli. 

The  next,  I  was  looking  at  my  whole  life 
in  front  of  me."  —  Suzan  m. 


l}y  NOVARTIS 

www.novartis.com 
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MARKETING 


iMerge  Miller  and  Coors?  The  brewers  foam  at  the  idea— and  so  might  the 
ustbusters.  But  the  pair  can't  seem  to  take  on  Anheuser-Busch  separately. 

1BY  KATARZYNA  MORENO 


N  FEW  INDUSTRIES  HAS  THE  URGE  TO  CONSOLIDATE  BEEN 
as  strong  as  among  food  and  beverage  makers.  You  could 
say  they  are  acting  in  self-defense,  since  their  primary 
retail  outlets,  like  the  supermarket  chains,  themselves  are 
now  usually  king-size:  The  top  ten  such  chains  had  52%  of 
market  in  2000,  nearly  double  1970's  share. 
No  wonder,  then,  that  the  top  three  American  brewers  pro- 
ce  88%  of  the  domestic  beer  sold  in  the  U.S.,  almost  double 
ir  1970  share.  But  even  that  is  unlikely  to  end  the  fight  for 
;lf  space.  The  suds  sector  is  hopping  with  talk  that  Miller 


11 


Brewing  Co.  and  Adolph  Coors  Co.,  numbers  two  and  three, 
respectively,  at  $4.3  billion  and  $2.4  billion  in  annual  sales,  must 
become  one,  both  to  compete  with  market  leader  Anheuser-Busch 
and  to  get  delivery  efficiencies  and  leverage  at  the  retail  end. 

Officially,  Miller,  since  1970  a  subsidiary  of  Philip  Morris,  and 
Coors,  which  nourishes  an  image  as  a  Rocky  Mountain  original, 
are  in  denial.  Yet  their  distributors  have  been  intensively  consoli- 
dating for  the  past  two  years. 

For  example,  a  Miller  wholesaler  in  the  Midwest  bought  the 
Coors  distributorships  in  Kentucky  and  Ohio  and  merged  with 
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1  A(,(;i;i)  AND  NUMlJERIiP, 

Just  like* 
endangered  species. 

Each  individually  numbered  botde 
contains  a  rare  blend  of  a  select  group 
of  our  finest  whiskies.  And  with  every 
sin.  ir  becomes  tlii;r  , 

as  Rc-a'  IH.Whc 


the  Coors  distributor  in  Arizona,  whose 
family  had  been  in  the  business  since  1911. 
The  new  Miller  and  Coors  operation  in 
Arizona  shows  why  such  consolidation 
makes  sense.  The  Anheuser-Busch  distrib- 
utor has  a  54%  market  share  in  the  state. 
After  the  merger,  the  MiUer-Coors  combo, 
which  also  wholesales  imports  such  as 
Corona,  has  44%. 

"The  industry  is  on  the  verge  of  be- 
coming a  duopoly,  with  Anheuser-Busch 
against  everybody  else,"  says  Robert 
Weinberg,  a  St.  Louis  consultant  and  for- 
mer Anheuser-Busch  executive.  Anheuser 
is  nearly  three  times  as  big  in  revenues  as 
Miller,  fives  times  as  big  as  Coors. 

U.S.  brewers  have  been  struggling  to 
grow  ever  since  Americans  developed  a 
taste  for  more  exotic  fare  than  Bud  or 
Miller.  Foreign  brewers  such  as  Corona, 
Heineken  and  Guinness  capitalized  on  this 
opening  and  poured  extra  effort  into  their 
marketing  in  the  1990s.  Last  year  sales  of 
imports  grew  by  1 2%,  while  sales  of  "light" 
domestic  beers  were  up  by  5%  and  sales  of 
other  domestic  beers  were  flat.  On  their 
own  neither  Miller  nor  Coors  has  enough 
volume  to  compete,  says  Thomas  Pirko, 
founder  of  Santa  Barbara-based  consul- 
tancy Bevmark.  But  he  notes  that  Justice 
Department  antitrust  regulators,  who  pre- 


fer at  least  three  competitors  per  indus) 
would  not  necessarily  buy  that  argumer 

Coors'  operating  margin  of  7%  is  h 
that  of  Anheuser-Busch.  High  costs  ar0 
blame.  Coors'  reliance  on  only  one  brej 
ery  in  Golden,  Colo,  means  that  its  b^ 
travels,  on  average,  1,200  miles  to  tl 
retail  counter.  Anheuser-Busch  ships 
beer  on  average  318  miles,  and  Miller,  3 
miles.  Brewing  Coors  in  Miller's  nine  fi 
tories  would  cut  costs,  even  though 
might  dilute  the  Rocky  Mountain  m 
tique.  At  $200  million,  Coors'  ad  budj 
is  half  that  of  Anheuser's,  but  because 
Coors'  smaller  volume,  that  transla 
into  $8.69  per  barrel  to  Anheuser's  $4.( 

On  MOler's  end,  the  picture  is  bleak 
Sales  are  down  2%  by  volume  in  the  I 
decade.  Two  years  ago  Philip  Mor 
sacked  Miller's  managers  and  brought 
replacements  from  its  tobacco  and  fo 
units.  John  Bowlin,  who  turned  aroul 
the  Kraft  Foods  International  unit,  wan 
to  shake  things  up,  but  so  far  has  had  lit 
to  show.  In  2001  Miller's  profit  befQ 
interest  and  taxes  will  decline  by  9% 
$491  million  on  flat  revenues,  says  Cre| 
Suisse  First  Boston. 

If  there's  no  merger?  A  foreign  brew 
might  force  the  issue  by  making  an  off] 
The  U.S.  beer  market  is  due  for  change 


lit.) 

QdiK)  CKi»-a.s  Rc-i;:il  IS  YcarOIJ  WorkKvKle     iidcl  Sc.  t.h 
Wliiskv  4ir't.  .\tc..liol  hy  Volimie  (M)  Pnool  1. 1  hiv  as  I'.n.s 
Impon  Co..  New  York.  XV.  ««iv.i;lli»  ;L^.nmi 


Merger  Time? 


Combined,  Miller  and 
Coors  would  have 
31%  of  U.S.  beer 
sales,  putting 
them  a  tap  closer  to 
Anheuser-Busch, 
which  has  almost  half 
of  the  U.S.  beer  market 


Bud  Light 
Budweiser 
Natural  Light 
Revenue  $12.6  bri 
(—Market  share 


1^ 

'Jif^  I 


Miller  Lite 

Miller  Genuine  Draft| 
Miller  High  Life 
Revenue  $4.3  bil 
Market  share 


Coors  Light 
Original  Coors 
Keystone  Light 
Revenue  $2.4  bil 
HWarket  share 
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apuico  -  Ft.  Lauderdale 
Crystal  Symphony 
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Don't  Miss  This 
Fotbes  Experience. 

12  fabulous  days  aboard  the  six-star 
luxury  liner,  Crystal  Symphony.  You'll  enjoy 
regal  treatment  from  the  acclaimed,  hand- 
selected  staff  whose  personalized  European 
service  sets  Crystal  apart  from  any  other  cruise 
line.  All  for  as  little  as  $6800  per  cabin. 

An  Investment  Seminar — It's  a 
unique  one-stop  educational  resource 

for  everything  that  relates  to  investing,  the 
economy,  and  your  money.  Whether  you  are 
developing  your  investment  skills,  and 
knowledge,  or  you  are  an  experienced  investor 
who  wants  to  advance  to  a  higher  level  of 
sophistication,  you  belong  on  The  Forbes 
Cruise  for  Investors. 

Informal  get-togethers^^  with  some 
of  the  world's  top  investment  advisors.  While 
enjoying  scrumptious  gourmet  meals... or 
walking  on  deck  in  warm  tropical  settings... 
buttonhole  the  experts  for  your  own  private 
question-and-answer  session... talk  with 
Ken  Fisher,  Joe  Battipaglia  or  even 
Steve  Forbes  himself! 


lerto 


Christopher 
Buckley 


jQseph 
Battipaglia 
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AN  OILMAN'S  LAST  HURRAh 


GENE  VAN  DYKE 

has  more  deepwater  drilling  rights  in  Africa  than  ExxonMobil.  He's  still  looking  for  the  big  hit 
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DAVID  ARMSTRONG 

N  THE  ANNALS  OF  OIL  AND  GAS  Ex- 
ploration Eugene  Van  Dyke  has  never 
been  more  than  a  footnote.  He  discov- 
ered gas  fields  in  Louisiana  in  the  1960s 
and,  a  decade  later,  oil  in  the  North  Sea 
'  Holland.  But  he  never  found  the  play 
It  would  turn  his  small  shop  into  a  player 
entioned  in  the  same  breath  as  Hunt  Oil. 

Hope  springs  eternal — even  when  oil 
>es  not.  The  white-haired  wildcatter  is 
^ing  one  last  time  to  etch  his  legac)'  in 
e  deep  waters  off  the  coast  of  West  Africa. 
i  has  spent  $30  million  to  lease  govern- 
3nt-owned  frontier  acreage  in  Gabon, 
[uatorial  Guinea,  Senegal, 
imibia,  the  Ivory  Coast  and  the 
ters  around  Madagascar  on  the 
St  side  of  the  continent.  His 
)uston-based  Vanco  Energy  has 
million  acres  of  exploration  and 
illing  rights  in  the  area — more 
epwater  rights  than  Shell,  Exxon- 
abil  and  BP  combined.  "I've  spent 
my  career  catching  up  to  the 
rve,"  says  Van  Dyke,  75.  "I've 
ver  been  able  to  get  ahead  of  it. 
itil  now." 
Not  so  fast.  Van  Dyke  may  be 
pping  into  uncharted  territory, 
dike  the  proven  waters  of  Nigeria 
Angola,  blocks  in  these  so-called 
x)nd-tier  countries  are  largely  un- 
plored  and  cheap.  But  Van  Dyke  is 
nvinced  that  they  are  home  to  the 
xl  billion-barrel  finds — and  that 
;  opportunities  will  be  found  by  "min- 
ws"  like  him,  willing  to  take  risks.  "The 
luble  with  major  oil  companies  is  they're 
afraid  they'O  make  a  mistake,"  he  says, 
hey  don't  do  exploration." 
Neither,  to  be  honest,  does  Van  Dyke, 
ther,  with  his  staff  of  12  geological  spe- 
lists  he  fingers  prospects  and  gets  bigger 
mpanies  to  put  up  the  drUling  money, 
epwater  wells  cost  an  average  of  $20  mil- 
n,  and  an  economically  viable  field  (200 
Ilion  barrels)  costs  $1  billion  to  develop. 
Ili  s  game  is  grabbing  speculative  leases, 


touting  their  potential  and  selling  to  part- 
ners who  pay  the  exploration  costs,  whUe 
leaving  him  a  little  equity  in  the  reserves, 
should  any  be  found.  In  1998  he  convinced 
a  consortium  of  oil  companies — includ- 
ing TotalFinaElf,  Unocal  and  Kerr- 
McGee — to  pay  him  a  reported  $50  mil- 
lion for  78%  of  his  Gabon  lease,  which  he 
acquired  in  1997  for  $2.2  million.  Even 
after  Royal  Dutch/SheU  joined  the  group. 
Van  Dyke  still  keeps  11%  of  any  oil;  the 
partners  are  carrying  the  estimated  $70 
million  cost  to  drill  the  four  exploratory 
wells  committed  to  in  the  contract. 

It  hasn't  been  an  auspicious  beginning. 


The  first  two  wells  drilled  this  year  came 
up  dry.  Two  more  are  slated.  "It  doesn't  af- 
fect our  overall  program,"  Van  Dyke  insists. 

As  reserves  from  the  continental  shelf 
decline,  the  big  oil  companies  can't  afford 
to  sit  out  the  riskier  game  farther  offshore. 
They  will  spend  perhaps  $10  billion  in  the 
next  five  years  developing  deepwater  fields 
in  the  Gulf  of  Guinea  and  will  find,  if  they 
are  lucky,  8  billion  barrels  of  oil  there.  The 
political  (and  other)  risks  are  great  in 
Africa,  but  so  is  the  payoff. 

The  son  of  an  Illinois  schoolteacher. 


Van  Dyke  studied  geology  at  the  Univer- 
sity of  Oklahoma  and  spent  summers 
working  with  Kerr-McGee.  After  gradua- 
tion he  joined  a  wildcatter  named  S.D. 
lohnson,  who  taught  him  that  to  succeed 
you  didn't  have  to  find  oil;  you  just  had  to 
find  other  people's  money  to  drill  with. 

Van  Dyke  moved  into  a  YMCA  in  Wi- 
chita Falls,  Tex.,  bought  drilling  rights  from 
farmers  and  flipped  them,  pocketing  a 
penny  of  profit  for  every  acre  leased.  He 
wrote  up  contracts  with  a  portable  type- 
writer on  the  hood  of  a  rental  car.  "Never 
did  find  any  oil,"  he  smiles. 

Not  there,  anyway.  Prospects  he  iden- 
tified led  to  a  gas  field  in  West  Lake 
Arthur  in  southern  Louisiana 
good  for  2  trillion  cubic  feet,  and 
to  the  Rijn  and  Horizon  fields  off 
the  coast  of  Holland,  with  60  mil- 
lion barrels  of  oil.  Van  Dyke's  first 
contact  with  Africa  came  at  the 
1996  American  Association  of  Pe- 
troleum Geologists'  convention, 
where  developing  nations  set  up 
booths  and  posted  crude  seismic 
data.  At  the  Gabon  booth  he  met 
Hans  Ryckborst,  a  Dutch  national 
who  had  been  in  Libreville  for  12 
years  as  a  consultant  to  the 
Gabonese  oil  ministry.  They  nego- 
tiated for  two  1.6-million-acre 
blocks,  at  water  depths  of  2,600  to 
9,800  feet. 

Van  Dyke  is  still  hoping  for  that 
big  score.  His  contracts  put  him  on 
the  hook  to  find  backers  willing  to  drill  six 
more  exploratory  wells — a  $100  million 
commitment — -by  the  end  of  2003.  Given 
the  recent  fall  in  oil  prices,  and  with  it  oil 
companies'  capital  spending,  it  will  be  a 
tough  sell.  His  acreage,  he  thinks,  sits  on 
top  of  some  10  billion  barrels  of  oil,  almost 
equai  to  the  proven  reserves  of  Chevron- 
Texaco  Corp.  "Whether  we  find  10  billion 
barrels  or  5  billion  barrels,  it's  only  a  mat- 
ter of  degree,"  he  says.  "For  the  first  time  in 
my  life  I'm  able  to  hit  it  big." 

Maybe.  F 
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Bagging  the  Big  One  gabon 

While  83%  of  West  African 
deepwater  oil  reserves  come  from 
Nigeria  and  Angola,  Vanco  Energy  is 
placing  its  bets  farther  afield  (yellow). 
The  stakes  are  large— deepwater  fields 
in  Africa  average  500  million  barrels, 
compared  with  90  million  in  the  deep 
waters  of  the  Gulf  of  Mexico. 

Source:  The  World  Deepwater  Report  2001-2005  by 
Douglas-Wsstvtood  and  Intield  Systems, 
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WHEN  EMPLOYEES  ARE  HAPPY  WITH  THEIR  401  (k)  PLANS,  FT  SHOWS.  They  work  harder 
and  stay  with  you  longer.  We  should  know.  As  the  nation's  401  (k)  leader,  we've  been  helping 
growing  businesses  and  their  employees  secure  their  financial  futures  for  over  50  years.  No  wonder  more 
companies  choose  The  Principal®  for  their  401(k)  plans.*  Investment  options,  record  keeping,  loan  services, 
plan  member  education  and  asset  allocation-we've  got  what  you  need,  plus  personalized  service  and  local 
support  to  make  the  process  easy.  What's  not  to  love?  If  you'd  like  to  hear  -what  a 
401  (k)  plan  from  The  Principal  can  do  for  your  employees,  call  1-800-986-3343  (ext.  80080). 
One  of  our  representatives  will  be  happy  to  help,  no  matter  what  you're  wearing. 

We   understand   what   you're  working   fo  r'" 

www.principal.com 


Financial 
Group 


©2001  PriiKip.il  1  lie  hiMii. ii.ee  (.  i>iiip,!rn.  Ues  Mmiies,  I A  ^(1  W2.  Iiisuiaiiee  pri'diiets  anel  seT\  lees  ottered  throui;h  rrineip.il  l.ile  Insurjnee  Ciinip.iiu  i  I  lie  I'rineip.ll  i,  its  subsidiaries  an 
affiliates.  "The  Principal'"  is  a  registered  trademark  of  Principal  Life  Insurance  Company,  a  member  of  the  Principal  Financial  Group^.  Mutual  funds  distributed  through  Princor  Financii 
Services  Corporation  (member  SIPC).  ^CFO  Magazine,  April  2001,  based  upon  total  plans  served  in  2000  by  insurance  companies,  banks  and  investment  firms. 
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BF  YOU  WANT  TO 
run  a  telecommuni- 
cations company, 
Britain  is  the  place  to 
keep  your  books, 
ok  at  London's  Colt 
lecom  Group,  whose 
lerican  Depositary  Re- 
pts  trade  on  Nasdaq, 
ing  British  accounting 
-'thods,  Colt  reported  a 
i9  million  loss  for  the 
jrth  quarter  of  2000. 
ider  U.S.  accounting 
les  it  would  have  re- 
rted  a  $51  million  loss. 
As  the  story  on  page 
?  notes,  there  are  de- 
it  bargains  to  be  found 
foreign  bourses,  and 
;ourse  there  is  something  to  be  said  for  international  diversi- 
ition  as  a  way  of  reducing  the  volatility  in  your  portfolio.  But 
1  should  venture  abroad  with  both  eyes  open.  Know  when 
profit  numbers  you  are  looking  at  are  computed  under  U.S. 
lerally  accepted  accounting  principles  (GAAP)  and  when  they 
not. 

Note  that  Britain  lets  telecoms  immediately  book  revenue 
m  sales  of  transmission  space  on  their  networks,  while  U.S. 
es  force  companies  based  here  to  spread  those  revenues  out 


You  think  U.S.  accounting  is  sometimes  a  shell  game? 
It  gets  worse  in  Europe.  Check  out  the 
fine  print  before  investing  in  ADRs. 

BY  ELIZABETH  MACDONALD 


over  the  life  of  these  con- 
tracts, says  accounting  ex- 
pert Jay  A.  Huck  at  the 
Center  for  Financial  Re- 
search &  Analysis,  a  re- 
search boutique  in 
RockviDe,  Md. 

Such  accounting  dif- 
ferences are  all  too  typi- 
cal for  ADRs  {see  table,  p. 
116).  A  foreign  company 
whose  ADRs  trade  on  any 
U.S.  exchange  (including 
Nasdaq)  is  supposed  to 
disclose  a  reconciliation 
of  its  profit  and  share- 
holder equity  under  GAAP 
in  filings  with  the  Securi- 
ties &  Exchange  Com- 
mission. Trouble  is,  many 
disclose  just  these  two  numbers  instead  of  filing  full  statements 
to  show  how  they  arrived  at  those  results,  so  investors  can't  do 
a  proper  earnings  analysis,  says  Trevor  S.  Harris,  an  interna- 
tional accounting  expert  at  Morgan  Stanley.  Also  note  that  com- 
panies whose  ADRs  trade  over-the-counter  through  programs 
at  big  banks  don't  have  to  disclose  any  results  under  U.S.  rules. 

Don't  count  on  the  SEC  to  monitor  this  situation  closely, 
though.  The  agency  is  preoccupied  with  domestic  problems,  like 
Enron's  books.  While  the  agency  says  it's  on  guard,  the  SEC  Web 
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site  shows  just  two  accounting  enforcement  actions  since  1998 
against  foreign  companies  that  trade  as  ADRs,  as  opposed  to  388 
filed  against  U.S.-based  companies. 

ADRs,  which  have  been  around  since  1934,  eliminate  some 
of  the  logistical  difficulties  that  U.S.  investors  face  in  owning  for- 
eign stocks.  They  represent  claims  on  foreign  shares,  but  they 
trade  in  dollars  and  their  dividends  are  paid  in  dollars.  The 
count  of  issuer-sponsored,  listed  ADRs  has  climbed  in  the  past 
five  years  from  322  to  539. 

Financial  Web  sites,  including  the  SEC's  own  site,  offer  pre- 
cious little  in  the  way  of  foreign  filings.  There  is  some  hope  for 
relief  from  muddy  foreign  accounting:  Big  companies  are  begin- 
ning to  adhere  to  a  new  uniform  set  of  international  accounting 
standards  that  comes  pretty  close  to  GAAP.  If  the  U.S.  approves 

"Foreign  companies  are 
getting  at  OUR  CAPITAL 

WITHOUT  HAVING  TO  CONFORM 

to  our  higher  standards.!!  


these  standards,  and  it's  a  big  if  then  those  companies  that  com- 
ply wiU  be  able  to  list  their  shares  on  U.S.  exchanges.  But  plenty 
of  foreign  outfits  could  disregard  those  tough  rules  and  still  have 
ADRs  trading  in  the  U.S. 

"Foreign  companies  are  getting  at  our  capital  without  having 
to  conform  to  our  higher  standards,"  laments  Fredric  E.  Russell, 
who  heads  an  investment  management  firm  in  Tulsa,  Okla.  "It's 
like  a  college  waiving  its  academic  standards  for  athJetes." 

Here's  one  thing  to  watch  out  for,  says  Howard  Schilit,  who 
runs  the  Center  for  Financial  Research:  a  smoothing-out  of 
earnings  via  manipulation  of  reserve  accounts.  French  telecom 
supplier  Alcatel,  for  instance,  has  a  history  of  drawing  down 
reserves  to  paper  over  a  bad  quarter  (FORBES,  Aug.  20). 

Dutch  giant  Philips  Electronics,  which  trades  on  the  Big 
Board,  reported  that  its  fiscal  2000  income  from  con- 
tinuing operations  (that  is,  excluding  one-time  gains) 
had  jumped  a  spectacular  65%,  to  $2.2  billion.  In- 
vestors needed  to  dig  to  learn  that  two-thirds  of  the 
increase  came  via  transfers  Philips  made  from  its  re- 
ceivables reserves  ($105  million)  and  because  it  got 
$438  million  from  its  employee  pension  fund.  A  com- 
pany spokesman  defends  the  accounting  and  says  that 
a  new  company  policy  caused  the  reserves  to  dip. 

U.S.  companies  are  occasionally  caught  backdating 
contracts  to  improve  poor  quarterly  numbers  (FORBES, 
Apr.  2).  Foreign  companies  are  just  as  brazen.  Dutch  phar- 
maceuticals maker  Akzo  Nobel  announced  it  would  take  a 
$240  million  restructuring  charge  against  second-quarter 
earnings.  But  the  company  neatly  offset  the  charge  with 
gains  from  the  $271  million  sale  of  its  in  vitro  diagnostics 
unit.  Although  its  filings  state  the  sale  became  effective  june 
30,  on  the  last  day  of  the  quarter,  an  Akzo  press  release 
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dated  July  3  indicated  that  acquirer  BioMerieux  hadn't  yet  paid  thi 
$271  million — and  that  the  sale  "will  only  come  into  force  as  sooi 
as  merger  control  clearance  has  been  obtained"  in  certain  coun 
tries.  A  spokesman  says  most  of  the  sale  has  now  been  completed 

Here's  another  neat  trick:  booking  revenue  ft^om  barter  deal 
in  which  little  or  no  money  changes  hands.  ActivCard,  a  Frenc 
player  in  digital  identity  and  electronic  certification  technology 
is  a  hot  stock  for  the  war  on  terrorism;  the  Defense  Department  i 
a  client.  It  got  36%  of  its  third-quarter  revenue  ft-om  a  license  swa 
with  Verisign.  Specifically,  ActivCard  says  it  sold  a  $3.2  million  li 
cense  to  VeriSign,  and  then  bought  a  $3.4  million  license  fror 
Verisign.  ActivCard  counted  the  $3.2  million  as  revenue  in  ful 
even  though  it  got  the  money  in  late  October.  It  will  also  spread  it 
$3.4  million  outlay  over  three  years.  ActivCard's  Nasdaq-liste( 
ADRs  are  up  63%  since  Sept.  21  to  $9.  Blair  Geddes,  ActivCard' 
chief  financial  officer,  insists  that  under  U.S.  GAAP  the  compan 
had  no  choice  but  to  report  the  transaction  the  way  it  did. 

Despite  deepening  losses — $108  million  in  2000  versus  $3! 
million  in  1999 — Amsterdam-based  Equant,  a  telecommunica 
tions  services  provider,  enjoys  an  ADR  price  on  the  New  Yor 
Stock  Exchange  of  $12,  giving  this  firm  a  market  capitalization  o 
$3  billion.  What's  propping  up  this  moneyloser  on  Wall  Street 
Revenue  growth:  $1.5  billion  in  2000  versus  $1  billion  in  1999 

Watch  out.  Much  of  that  jump  can  be  attributed  to  back 
scratching  deals  with  affiliated  companies,  which  increased  909* 
in  2000  to  $482  million,  a  third  of  total  revenues.  The  customer^ 
SITA-Equant,  a  joint  venture  with  SUA,  a  telecom  outfit  in  Genev^ 
and  Radianz,  a  joint  venture  between  Equant  and  Reuters  Group 
Does  the  SITA  joint  venture  operate  at  arm's  length  from  Equant 
Scarcely.  SITA  has  a  contract  to  sell  Equant  its  50%  interest  in  th 
venture.  The  only  reassurance  for  investors  who  are  wonderin 
about  Equant's  future  revenue  is  that  SITA  has  agreed  to  buy 
minimum  of  $500  million  in  services  fi-om  Equant  in  the  1 
months  after  the  deal  is  completed.  Equant  didn't  return  call 
for  comment. 


Research  by  Brendan  Coffey. 

MimLtheGAAP  


Foreign  outfits  show  sweeter  profits  at  home  than  do  their  ADRs  under 
the  more  restrictive  U.S.  generally  accepted  accounting  principles. 
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Company/Country 

local  GAAP 

U.S.GAAP 

Akzo  Nobel/Netherlands 

$3.11 

$2.40 

Alcatel/France 

1.15 

-0.42 

BOC  Group/Britain 

1.05 

0.86 

GlaxoSmithKline/Britain 

2.08 

-4.41 

Imperial  Chemical  industries/Britain 

-0.48 

-0.96 

Royal  Ahold/Netherlands 

1.39 

1.00 

Taiwan  Semiconductor/Taiwan 

0.90 

0.30 

TotalFina  Elf /France 

4.50 

3.72 

United  Microelectronics/Taiwan 

0.15 

0.08 

Figures  converted  at  average  exchange  rate  for  latest  fiscal  year;  all  figures  are  per  ADR.  Source:  Forbei  j  , 
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Global  Logistics:  Untanned  ^ 
Area  of  Automation  Promises 
Significant  Operational  Gains 


gh  Availability 
itical  in  CRM 
ivironments 

Lane  F.  Cooper 

i  Washington  Bureau 

Iigh  data  availability  has  emerged  as  a 
strategic  imperative  for  CRM  imple- 
teis.  The  issue  is  becoming  increasingly 
jrtant  as  electronic  transaction  volumes 
customers  rise,  and  the  databases  that 
>■  customer  information  swell.  An  Octo- 
irvey  by  Gartner  confirmed  that  most 
I  puses  expect  their  storage  capacity  to 
)ie  every  year. 

A  key  question  is,  what  are  CRM  imple- 
ters  doing  to  protect  those  assets,"  says 
lias  P.  Raimondi,  Jr.,  President  and  CEO 
Tl  Technology,  an  Anaheim,  Calif. -based 

I  in  providing  complete  Enterprise  Stor- 
stems.  "Technology  companies  like 

i-iovide  solutions  that  ensure  that  the 

people  have  access  to  the  right  informa- 
on  a  continuous  basis.  For  call  center- 
isive  businesses,  or  companies  using  the 

to  collect  and  process  information  for 
pmers,  these  needs  are  crucial." 
■or  more  on  high-availability  strategies  in  the, 
1  environment  visit  www.mti.com.  << 


By  Tom  Moore 

The  Washington  Bureau 

Participating  in  the  global  economy  requires 
companies  to  have  systems  that  enable  pro- 
curement of  raw  materials  and  distribution  of  fin- 
ished goods  worldwide  —  working  with  customers, 
suppliers,  shippers  and  governments  along  the  way. 

Supporting  this  complex  scenario  of  global 
commerce  has  required  a  significant  investment  in 
logistics  —  including  transportation,  international 
trade  compliance,  and  management  of  inventory. 
In  fact,  for  the  largest  companies  —  the  so-called 
"Global  2000"  —  logistics  consumes  about  11 
percent  of  top-line  revenues,  according  to  industry 
analysts  at  Boston-based 
AMR  Research.  So,  even 


coverstory 


Farld  DIbachi, 
CEO  of  Arzoon,  Inc. 


modest  system-wide  improvements  in  the  costs  and 
operational  efficiencies  of  logistics  can  result  in 
enormous  financial  benefits. 

Logistics  looms  as  one  of  the  last  frontiers  of  pan-enterprise  automation.  Currently 
served  primarily  by  older,  internally-focused  departmental  systems,  logistics  processes 
remain  mostly  fragmented,  inefficient  and  error-prone.  Consequently,  they  hold  back 
sales  and  procurement  operations,  as  well  as  the  customer  relationship  management 

Continued  on  page  2 


veraging  the  Relationship  Economy: 
ducing  Costs  to  Improve  Service  Levels 


Ford  Holden 

'a  Washington  Bureau 

Ithough  companies  are  re-balancing 
itheir  budgets  and  cutting  into  their 

etionary  spending,  CRM  investments 
eading  companies  in  America  are 
:cted  to  expand.  According  to  Meta 
ip  analysis,  ClOs  are  focusing  almost 

isively  on  core  spending  —  such  as 

■iiucture  development,  data  centers, 


and  operations. 

"Investing  in  infrastructure 
to  strengthen  bonds  with  exist- 
ing customers  ensures  that  they 
are  repeat  customers  in  a  down- 
ward economic  cycle,"  says 
Beatriz  Infante,  Chairman,  Presi- 
dent and  CEO  of  San  Jose, 
Calif. -based  Aspect  Communi- 
cations. "There  is  tremendous 
pressure  on  IT  departments  to 


Beatriz  Infante, 
Chairman,  President 
and  CEO,  Aspect 
Communications 


reduce  their  cost  structures.  But 
a  properly  implemented  CRM 
initiative  actually  offers  an 
opportunity  to  make  an  invest- 
ment that  results  in  lower  costs 
while  improving  customer  ser- 
vice levels,"  she  says. 

For  more  information  on 
Leveragmg  the  Relationship 
Economy,  visit  www. aspect, 
com/go/crmwhitepapers  << 
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Trading  Partner  Connectivity  Service 
Hubspan.  Inc.,  www.hubspan.com 
206.838.5400,  info@hubspan.com 
Hubspan  connects 
businesses  with  ^^^^ 
theHradingpart-       jW^p/\f^  " 
ners.  The  Hubspan 
service  is  a  com- 
prehensive solution  for  managing  all  the  com- 
plex and  time-consuming  tasks  of  trading  part- 
ner integration  —  beginning  with  understand- 
ing individual  business  and  technology  requir- 
ments  through  configuration,  deployment  and 
on-going  support.  A  single  connection  to  the 
Hubspan  service  gives  businesses  the  fastest 
and  most  convenient  way  to  connect  to  multi- 
ple trading  partners. 


Day 


Content  Management 
Day  Corp.,  www.day.com 
866.644.2557,  us.info@day.com 
Communique  is  the  ^ 
solution  for  integrat-  " 
ed  enterprise  Web 

strategies  —  based  on  a  virtual  repositor  — 
ContentBus  '  —  to  create  and  manage  content, 
commerce  and  collaboration. 

Analyst/Consulting 
Growth  Investment  Enterprise 
908.236.2124,  dlaughland@aol.com 
Growth  Investment  Enterprise  is  a  Telecom 
adviser  helping  the  industry  realize  its  full  poten- 
tial. Our  clients  are  focusing  on  growth  now  to 
surge  ahead  when  the  economy  rebounds. 


Association 

AARM,  www.aarm.org 

888.250.4456,  administration@aarm.org 

Association  for  the  AARM 

Advancement  of  Relationship  C  

Marketing  is  dedicated  to  advancing  awarene 
and  understanding  of  relationship  marketing 
and  management  concepts. 

Middleware/Security 
Hewlett-Packard  is  a  leading 
provider  of  computing  software, 
hardware  and  services.  To  obtain  informatior 
about  HP's  Internet  Operating  Environment, 
visit  www.solutionsfromhp.com/bluestone 
information  about  HP's  security  software, 
www.solutionsfromhp.com/security 


>  Global  Logistics:  Significant  Gains  (continued  from  page  I) 


(CRM)  and  supplier  relationship  manage- 
ment (SRM)  systems  that  serve  them. 

Now  tools  are  emerging  to  automate 
logistics  across  the  enterprise  and  supply 
chain,  and  cut  costs  by  as  much  as  15  per- 
cent. In  fact,  AMR  estimates  that  streamlin- 
ing logistics  administrative  costs  alone 
could  save  companies  more  than  5  percent 
of  total  logistics  costs. 

"Companies  have  been  automating  pieces 
of  internal  logistics  processes  for  some  time," 
says  Farid  Dibachi.  CEO  of  Arzoon,  Inc.,  a  San 
Carlos,  Calif. -based  firm  that  provides  Logis- 
tics Resource  Management  solutions.  "But 
overall  management  of  logistics  has  lagged, 
because  enterprises  have  not  had  the  Web- 
based  tools  needed  to  link  critical  internal  and 
external  logistics  functions." 


According  to  Dibachi,  a  complete  and 
unified  Logistics  Resource  Management 
(LRM)  system  provides  two  powerful 
capabilities:  visibility  and  control.  "Visibili- 
ty means  being  able  to  see  and  predict 
events  related  to  a  company's  supplies  and 
finished  goods  across  the  enterprise  and 
the  entire  supply  chain.  Control  allows 
players  in  the  trading  community  to  quickly 
make  changes  as  market  conditions  or 
company/customer  priorities  change." 

There  are  many  benefits  to  LRM.  Among 
them: 

>  Reduced  transportation  costs  through 
increased  supplier  and  employee  compli- 
ance and  optimized  carrier  selection. 

>  Improved  sales  and  fulfillment  by  enabling 
predictable  and  prompt  fulfillment  of  cus- 


Unifled  Platform  Manages  Worldwide  Logistics 

In  todays  competitive  marketplace,  global  companies  need  solutions  that  squeeze  costs  and  ineffi- 
ciencies out  of  their  operations  while  also  increasing  competitive  advantage.  The  Arzoon  LIFE'" 
solution  is  a  collaborati\'e  Logisi:ics  Resource  Management  (LRM)  platform  that  addresses  these 
imperatives. 

The  platform  includes  three  applications  —  Arzoon  Transportation  LIFE,  Arzoon  Global 
Trade  LIFE,  and  Arzoon  Inventory  LIFE  — -  that  do  the  job  of  a  multitude  of  normally  disparate 
point  solutions.  These  three  applications  provide  visibility  and  control  of  both  inbound  and  out- 
bound logistics.  They  are  unified  into  a  single  system  that  shares  a  common  architecture  and 
integrates  easily  with  customers,  suppliers,  transportation  carriers  and  other  critical  players  in 
the  logistics  channel. 

Arzoon  LIFE  also  makes  deployment  easy  and  cost-effective.  With  its  100  percent  Web-native 
architecture,  companies  can  rapidly  implement  the  applications  across  the  enterprise  and  among 
trading  partners  and  begin  seeing  benefits  within  90  days. 

For  more  information  on  the  role  of  LRM  in  supporting  collaborative  commerce  solutions, 
visit  www.  arzoon.  com. 
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tomer  orders. 
:■  Improved  procurement  by  enabling  comi 
nies  to  consider  total  landed  costs  in  th 
purchasing  decisions. 

>  Lowered  inventory  carrying  costs  by  p 
viding  a  clear  view  of  —  and  power  o 
—  inventory  levels  and  minimizing  "sat 
stocks." 

>  Reduced  global  trade  compliance  costs 
reducing  overpayments  of  internatio 
duties  and  fines  and  decreasing  bore 
delays. 

>  Faster  order  cycle  times  through  auton 
tion  and  error  reduction. 

Given  the  benefits  of  logistics  auton 
tion,  why  have  software  solutions  o 
recently  gained  so  much  attention? 

"The  main  reason  is  that  prior  to 
emergence  of  the  Web,  there  was 
cost-effective  and  practical  way  for  st 
ware  to  link  processes  and  communic 
seamlessly  across  an  enterprise  —  or 
that  matter,  the  entire  supply  chain  — 
create  a  single  shared  logistics  infrastr 
ture,"  says  Dibachi. 

What  is  needed  is  for  companies 
implement  a  single  logistics  managem 
system.  "A  Logistics  Resource  Mana 
ment  system  should  be  Web-based  o 
single  infrastructure  that  provides  visit 
ty  and  control  across  an  enterpris 
logistics  functions,  and  includes  c 
tomers,  suppliers  and  shipping  service 
Dibachi  concludes.  (< 


www.larstan. 
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Jeyond  CRM: 

Redefining  Corporate  Competitiveness  With 
extended  Relationship  Management 


i  Lane  F.  Cooper 

ie  Washington  Bureau 

3y  integrating  business  strategy  with 
teciinology,  corporate  America  tias 
leastied  an  unprecedented  wave  of  produc- 
ty  over  the  past  1 5  years,  using  technology 
introduce  business  processes  such  as  just- 
tinne  inventory  management,  supply  chain 
inagement,  collaborative  workflow  man- 
ement,  and  even  cus- 
ner  relationship  manage- 
int(CRM). 

These  advances  all 
ve  one  thing  in  com- 
3n;  "They're  focused  on 
proving  the  efficiency  of 
ernal  business  process- 
,"  says  Scott  Harmon, 
esident  and  CEO  of 
istin,  Texas-based 
Dtive  Communications, 
if  as  technology-based 
oducts  —  from  cell 
ones  and  PDAs  to  online 
siness  services  —  become 
;reasingly  commoditized,  businesses  are 
)king  for  new  ways  to  differentiate  their 
Dducts  and  services  to  customers.  This 
ly  mean  that  it  is  time  for  executives  to 
iff  perspectives  and  look  at  the  chal- 
iges  of  business  from  the  "outside-in." 

istomer-centric  Value 

lere  is  an  intense  drive  to  deliver  higher 
ue-added  services  that  cement  relation- 
ps  with  customers  and  make  money  prof- 
:ly,  '  says  Harmon.  "The  way  to  do  that  is 
looking  at  the  business  from  the  cus- 
ner's  point  of  view,  and  offering  services 
t  add  value  throughout  the  lifecycle  of  the 
)duct." 

n  order  to  execute  this  next-genera- 
n  business  strategy,  analysts  at  For- 
iter  Research  believe  companies  will 
i/e  to  implement  extended  Relationship 
inagement  (XRM)  applications  that 
lourage  inter-company  collaboration  to 

w.lars  tan.net 


serve  the  customer. 

"Firms'  ability  to  profitably  serve  their 
customers  hinges  on  the  performance  of 
their  value  chains  —  the  set  of  supply  and 
demand  partnerships  used  to  make  and  dis- 
tribute products,"  says  IMavi  Radjou,  Senior 
Analyst  at  Forrester  Research.  "At  best, 
enterprise  apps  can  help  a  firm  share  a  com- 
mon process  with  suppliers  or  buyers.  But 
XRM  apps  go  well  beyond  that  by  enabling 
multiple  firms  to  collaborate." 
Most  major  companies 
have  implemented  CRM 
software  to  improve  cus- 
;  tomer  relationships  and 
\  automate  functions  such  as 
a  customer  service  call  cen- 
ter. The  software  enables 
companies  to  capture  data 
about  customers  so  they  can 
f  better  manage  relationships. 

j^M^  So  why  do  they  need  XRM? 
ff^^^^m        "^FIM  is  an  extension 
^^^^B  or  evolution  of  CRM,"  says 


"There  is  an  intense  drive 
to  deliver  higher  value- 
added  services  that  cement 
relationships  with  customers 
and  make  money 
profitably." 

—  Scott  Harmon,  President  and 
CEO  of  Austin,  Texas-based 
Motive  Communications 


Mike  Maples,  Vice  President  of  Product 
Development  for  Motive.  "It  is  not  an  option 
to  CRM.  It  is  a  good  thing  for  companies  to 
have  a  more  integrated  view  of  their  cus- 
tomers, but  it  does  not  change  the  definition 
of  what  it  means  to  own  a  car  or  computer. 
When  people  build  'X'  services  around  their 
products,  it  changes  the  value  proposition  of 
what  is  purchased." 


Motive  develops  intelligent  service 
software  that  addresses  the  growing 
gap  between  customer  demand  for 
service  and  a  company's  ability  to  cost- 
effectively  deliver  it.  Unlike  solutions 
that  simply  track  and  manage  cus- 
tomer relationships.  Motive  offerings 
transform  the  customer  experience  by 
building  service  directly  into  digital 
products  and  processes.  The  results 
are  service-rich  products  and  applica- 
tions that  capture  market  share  and 
build  customer  loyally,  while  simulta- 
neously reducing  service  costs.  Com- 
panies such  as  Adelphia,  EDS,  Fujitsu 
PC  Corporation,  HR  Merrill  Lynch,  Tar- 
get, WebLink  Wireless  and  Weils  Fargo 
use  Motive  solutions  to  redefine  their 
markets  by  making  service  an  integral 
part  of  the  customer  experience. 

XRM  can  also  help  companies  generate 
new  revenue  streams;  it  can  be  a  way  for 
companies  to  offer  a  set  of  services  for 
which  customers  are  willing  to  pay. 

"For  example,  there  are  companies  like 
HP  that  are  enhancing  their  product  offer- 
ings by  using  XRM  platforms  to  add 
remote  electronic  services  that  manage 
high-end  servers  and  data  center  gear.  This 
is  important  for  manufacturers,  as  profit 
margins  on  many  physical  products  con- 
tinue a  10-15  year  trend  of  steady 
declines,"  says  Maples. 

As  businesses  plan  for  their  next  fiscal 
years,  XRM  will  emerge  as  the  next  frontier 
of  opportunity  for  businesses  to  differentiate 
and  grow  profitably  by  viewing  customer 
relationships  from  the  outside  in. 

"In  another  two  years,  people  will  not 
even  think  about  buying  a  computer  that 
does  not  repair  itself  automatically  or  resolve 
application  problems  by  itself  over  the  Web," 
says  Harmon.  "It  just  won't  be  competitive, 
XRM  changes  what  it  means  to  be  a  cus- 
tomer of  that  company,"  he  concludes. 

for  more  information  on  XRM-enabled 
business  strategies  visit  www.motive.com. « 
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Avoiding  the  CRM  Failure  Trap: 
An  Executive  Call  to  Action 


By  Lane  F.  Cooper 
The  Washington  Bureau 

\  A  /^^^  '"^^^^  strategic  than  an 

VV initiative  to  better  serve  and  retain 
clients?  The  obvious  answer  is:  not  much. 
And  yet,  despite  the  critical  nature  of  this  ini- 
tiative, study  after  study  from  leading  indus- 
try analyst  groups  note  that  all  too  many 
Customer  Relationship  Management  (CRM) 
solution  implementations  end  in  failure. 

Failure  in  CRM  is  not  something  com- 
panies can  afford  to  suffer  for  very  long  — 
especially  in  a  down  economy,  when  repeat 
business  is  the  most  secure  and  profitable 
source  of  revenue. 

A  key  challenge  faced  by  organizations 
attempting  a  CRM  deployment  has  been 
the  lack  of  coordination  among  various 
user  departments,  according  to  a  recent 
survey  by  Dataquest  Inc.,  a  unit  of  Gart- 
ner, Inc.  The  analysts  report  that  while 
corporate  executives  are  planning  enter- 
prise-wide deployments,  specific  divi- 
sions continue  to  implement  point  solu- 
tions based  on  their  current  needs  and 
business  environment. 

The  fact  is  that  there  are  many  technical 
challenges  and  business  process  hurdles 
that  explain  why  corporate  America  has 
struggled  to  get  its  return  on  investment 
(ROI)  from  CRM.  But  Richard  Brock,  whose 
17  years  of  experience  in  the  space  has 
earned  him  the  title  of  "Father  of  CRM," 
points  out  that  avoiding  CRM  implementa- 
tion failure  requires  senior  executive 
involvement.  The  President  and  CEO  of 
Atlanta.  Ga. -based  Firstwave  Technologies, 
Inc.,  says  that  only  the  most  senior  execu- 
tive ranks  can  prevent  the  kind  of  dichoto- 
my described  by  Dataquest  from  occurring. 


"First,  executives  need  to  communicate 
their  vision  of  what  a  customer-focused 
enterprise  looks  like  to  the  teams  that  will 
implement  CRM,"  says  Brock.  "And  then 
they  need  to  make  sure  that  they  choose  the 
right  CRM  system  to  fully  support  the  entire 
range  of  requirements  of  dif- 
ferent customer  facing 
functions  —  from  the  field 
sales  force  to  the  call  cen- 
ter staffs  at  headquarters." 

Specifically,  executives 
must  ensure  that  three  crit- 
ical factors  are  addressed 
by  the  CRM  system:  1)  the 
system  must  be  flexible 
enough  to  be  customized 
to  the  way  each  company 
and  the  departments  within 
the  company  work;  2)  the 
user  interfaces  must  be 

"Web-centric  applica^ 
tions... provide  a  highly 
flexible  platform  that  sup- 
ports vy^ireless,  narrowband, 
and  broadband  access  to 
customer  information... in  an 
integrated  manner." 
—  Richard  Brock,  President  and 
CEO  of  Firstwave 

familiar  to  users,  so  that  they  are  easy  to 
learn  and  use;  and  3)  the  information  with- 
in the  CRM  system  must  be  accessible  to 
different  kinds  of  workers  who  use  differ- 
ent kinds  of  devices  to  retrieve  critical  cus- 
tomer data. 


Firstwave®  (ww.v.firstwave.net)  The  Relationship  Company  provides  Web-cen- 
tric, eCRM  soiutionr.  tiiat  automate  and  optimize  hov*/  companies  get,  l<eep  and  grov/ 
customer  relationships.  Firstwave  offers  one  of  the  only  true,  100  percent  W&b-based 
CRM  applications  in  the  market  today.  Originally  founded  in  19P4  as  Brocic  Control 
Systems,  Firstwave  m.-3- -itains  the  depth  and  industry  experience  required  lo  address 
unique  business  needs  of  mid-market  companies.  With  over  17  years  of  experience  in 
relationship  management,  "u>twave  hoids  the  distinction  of  being  the  "Besl  Internet- 
Based  CRM  Solution  '  as  cited  by  the  Denali  Group  and  has  received  the  CRM  Excel- 
lence Award  from  the  Technology  Marketing  Corporation. 
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C-level  executives,'  Brock  explain 
must  not  only  paint  a  picture  and  shj 
their  vision:  they  must  also  take  concr 
steps  to  bring  all  appropriate  technolog 
in  the  enterprise's  arsenal  to  bear  on  se 
ing  customer  needs. 

For  instance,  t 
newer  CRM  systems  he 
recognized  that  when 
field  sales  force  or  f 
sales  engineering  sta 
are  on  the  road,  they  nt 
the  ability  to  access  criti 
data  over  cell  phones 
personal  digital  assistar 
"Call  center  staffs, 
contrast,  will  never  le; 
their  offices,"  says  Bro 
"But  they  must  ha 
access  to  up-to-tf 
minute  changes  in  ) 
customer  record  so  that 
request  comes  in,  anybody  who  takes 
call  can  respond  in  an  informed  manr 
This  requires  integration  with  data  tha' 
coming  from  the  field  sales  and  engine 
ing  staffs,"  continued  Brock. 

To  address  these  challenges  CEO's ; 
their  senior  staffs  are  turning  to  W' 
based  CRM  applications  because  of  the 
cost  of  implementation,  the  ease  of  u 
high  data  accessibility  and  integrat 
associated  with  these  solutions. 

"With  Web-centric  applications, 
access  is  ubiquitous  and  the  interface 
intuitive,"  explains  Brock.  "These  appii 
tions  provide  a  highly  flexible  platfoni 
supports  wireless,  narrowband,  and  brol 
band  access  to  customer  informatf 
resources  in  an  integrated  manner." 

Successful  CRM  programs,  after 
have  to  match  the  way  people  work.  "'| 
not  only  have  to  take  into  account  how 
ferent  people  in  different  job  functions 
information,  you  have  to  be  aware  of  whl 
they  are  and  what  tools  they  have  at  t( 
disposal  to  access  critical  customer  da 
concludes  Brock. 

For  more  information  on  how  to  av 
"The  CRM  Failure  Trap."  visit  www.f 
wave.net/products/EvaluatingAppA  \ 
WP.pdf  « 
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Arbitrage  Across  the  Seas 

Think  about  dropping  a  U.S.  blue  chip  or  two  in  favor 
of  an  overseas  competitor  trading  cheaper. 
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(Morgan  Stanley  Capital  International  Europe,  Australia  &  Far  East  index) 
Source:  FT  Interactive  Data  via  FactSet  Research  Systems. 
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NVESTING  IN  FOREIGN  STOCKS  COMES 
with  certain  hazards,  including 
currency  fluctuations  and  uncertainties 
about  non-U.S.  accounting  (see  previous 
story).  Sometimes  those  risl<s  are  worth 
taking. 

Erik  Granade,  lead  manager  of  the 
$102  million  (assets)  Sentinel  World  Fund, 
looks  for  foreign  blue  chips  trading 
cheaper  than  U.S.  competitors.  He's  inter- 
ested in  consistendy  profitable  companies 
with  market  capitalizations  greater  than 
$1  billion,  at  least  five  years  of  audited 
financials  and  lower  multiples  than  their 
U.S. -based  competitors. 

Granade  cites  HSBC  Holdings,  the 
$674  billion  (assets)  financial  conglomer- 
ate with  a  base  in  London  and  offices  all 
over  the  globe.  Founded  in  1865  by  an 
enterprising  Scot  living  in  Hong  Kong,  the 


Cheaper  Abroad 


former  Hongkong  &  Shanghai  Banking 
Corp.  has  expanded  its  footprint  with  a 
series  of  acquisitions,  notably  Republic 
New  York  in  1999  and  Credit  Commercial 
de  France  in  April  2000. 

HSBC  is  very  profitable,  with  a  five-year 
average  return  on  equity  of  20%.  But  it 
trades  at  only  2.4  times  book,  versus  3.2  at 
Citigroup,  and  at  16  times  trailing  earn- 
ings, to  Citi's  19. 

HSBC  doesn't  just  distinguish  itself  on 
the  multiples.  While  others  dove  in,  the 
company  reduced  its  emphasis  on  invest- 
ment banking.  That  now  looks  like  a  good 
call.  The  Thomson  Financial/IBES  consen- 
sus forecast  calls  for  HSBC  to  post  annual- 
ized earnings  growth  of  12%  over  the  next 
three  to  five  years. 

The  table  lists  five  of  Granade's 
picks.  For  an  expanded  table,  go  to 
www.forbes.com/adrs.  F 


Some  big,  quality  foreign  companies  sell  at  lower  multiples  than  their 
American  competitors. 


Company 

Country 

Recent 
price 

Price/ 
book 
value 

U.S.  competitor 

Price/ 
book 
value 

Canon 

Japan 

$33.90 

2.5 

Hewlett-Packard 

3.1 

Endesa 

Spain 

15.77 

2.2 

Edison  International 

4.5 

Fuji  Photo  Film 

Japan 

34.19 

1.3 

Eastman  Kodak 

2.7 

HSBC  Holdings 

U.K. 

60.20 

2.4 

Citigroup 

3.2 

Telecom  Italia 

Italy 

84.50 

2.6 

SBC  Communications 

3.9 

Prices  as  ot  Nov,  30.  Sources-  Market  Guide  and  FT  Interactive  Data  via  FactSet  Research  Systems. 
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Economy  watch 


Historically,  the  ten-year  Treasury  yield 
and  mortgage  rates  have  been  closely 
correlated.  The  spread  between  the  two 
averaged  150  basis  points  during  the 
1990-91  recession,  but  this  year  it  has 
been  near  190,  as  long-term  rates  stayed 
high.  Instinct  Research  predicts  the 
spread  will  narrow— as  bond  investors 
seek  higher  yields  in  long-term  bonds. 

Mortgage  refinancing  index  


Basis  point  spread  between  30-year 
mortgage  rate  and  10-year  Treasurys  j 


■88        '91        '94        '97  01 

Data  as  of  Nov.  27,  Source:  Instinct  Research. 
wvm.lnstinetResearchWorks.coni 

100 

2001  Economic  estimates 

U.S.  Economy 

MEAN  8 

WKCHG 

Capacity  utilization 

76.3% 

-1.3  % 

Real  GDP 

0.8 

■33.1 

Deflationary  pressure:  In  the  past  two 
months  2001  forecasts  for  factory 
capacity  utilization  are  lower  by  1.3%, 


Changes  In  estimated  capacity  utilization 
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Forecasting  U.S.  markets 


ESTIMATED 
YEAR  P/E 
S&P500 


EPS  CHANGE  EXPECTED 

VERSUS  YEAR-TO-YEARi 
3  MONTHS  AGO    EPS  GROWTH 


2001 


25 


-6% 


-16°/o 


2002 


21 


-11 


15 


EPS  estimates:  ratio  of  increases/decreases 

  ^0}__20Q2_ 

0.71 


S&P500 


0.58 


Source:  Thomson  Financial/IBES. 


2-week  performance  as  of  11/30/01 
Forbes  40  Index  0.5% 


Forbes  Index  of  the  Economy 


□Forbes 


See  www.forbes.com  for  quotes  on  over  9,000 
securities  and  stock  and  mutual  fund  reports. 


©Wachovia  Corporation 


The  world  is  full  of  companies  offering  financial  advice.  But  few  have  120  years  of 
experience  and  $226  billion  in  assets  under  management.  Wachovia  has  entered  its  third 
century  of  managing  wealth,  and  never  have  our  capabilities  been  so  broad  or  focused. 
Seasoned  advisors  lead  teams  of  top-tier  investment,  risk  management,  credit  and  estate 
planning  specialists  to  optimize  your  opportunities,  and  minimize  your  taxes. 

BE  CONFIDENT  THAT  YOUR  WEALTH  MANAGEMENT  SOLUTIONS  WORK  FOR  YOU. 


LET'S  GET  STARTED? 
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INVESTING  i  THE  FUNDS 


M&A  for  the  Little  Guy 

Intriguing,  if  risky,  alternative  to  a  money  market  fund:  merger  speculation. 

BY  CHRISTOPER  HELMAN 


GENERAL  ELECTRIC-HONEY- 
well — whoops!  Dynegy-En- 
ron — whoops!  Do  you  want  to 
bet  on  the  merger  of  Hewlett- 
Packard  and  Compaq?  Buy 
Compaq,  sell  HP  shares  short.  If  the  merger 
goes  through,  you  deliver  the  HP  shares  re- 
ceived in  the  acquisition  to  the  broker  who 
lent  you  HP  for  the  short  sale.  Based  on  re- 
cent prices,  you'd  make  $3.50  per  share  of 
Compaq.  If  the  merger  flops,  you'd  proba- 
bly lose  this  much  or  more,  since  news  that 
the  deal  is  off  will  probably  send  Compaq 
shares  down  and  HP  shares  up. 

Merger  arbitrage  is  no  way  to  get  rich 
quick.  With  a  diversified  collection  of  bets 
on  announced  deals,  you  can  make  a 
steady  but  unspectacular  return,  pep- 
pered by  the  occasional  big  loss  when  a 
seemingly  surefire  deal  falls  apart.  With 
short  positions  offsetting  your  long  ones, 
you  will  be  indifferent  to  the  direction  of 
the  stock  market.  Such  a  portfolio  would 
be  an  alternative  not  to  a  stock  fimd  but 
to  a  money  market  fund. 

Frederick  Green  and  Bonnie  L.  Smith 
run  the  $1  billion  Merger  Fund  on  these 
principles.  Average  annual  return  since  the 
fund  opened  in  1989  has  been  11%.  That 
looks  pale  alongside  the  12.7%  you  could 
have  earned  on  the  Vanguard  Index  500 
fiind.  The  Merger  Fund,  though,  has  never 
had  a  down  year.  So  compare  it  to  a  money 
market:  A  Vanguard  money  fund 
would  have  earned  you  only  4.9% 
a  year  during  the  time  the  Merger 
Fund  has  been  running. 

Some  merger  investors  make 
bets  on  potential  acquisition  targets  be- 
fore any  deal  is  announced.  Gabelli  ABC, 
managed  since  1993  by  Mario  Gabelli, 
plays  this  more  speculative  game.  Gabelli 
trails  Merger  in  long-term  performance 
with  an  annualized  9.8%  over  five  years, 
although  Gabelli  has  clocked  a  superior 
4.1%  return  in  2001,  to  Merger  Fund's 
2.3%.  Either  would  have  beaten  the  stock 
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market,  off  12%  through  Nov.  30. 

In  half  of  all  mergers  the  buyer  pays  in 
cash  only.  Then  Green  and  Smith  just  buy 
the  target  and  don't  hedge.  In  the  other  half 
of  deals  the  buyer  is  offering  either  all  stock 
or  a  mix  of  cash  and  stock.  In  those  cases 


average  cost  of  $40.50,  while  simultane- 
ously shorting  640,000  Phillips  shares  at  an 
average  price  of  $53.85.  Seven  months 
later,  when  the  arrangement  passed  regu- 
latory muster  and  closed,  the  fund  covered 
its  short  sale  with  the  Phillips  shares  it 


Is  the  market  crashing? 
Fred  Green  and 
Bonnie  Smith, 
market-neutral,  don't  ca 


It  pays  to  be  timid:  MERGER  FUND  DIDN'T  GET 
HIT  WHEN  the  Enron-Dynegy  deal  fell  apart  


the  arbs  take  a  short  position  in  the  ac- 
quirer equal  to  the  number  of  shares  they 
expect  to  be  awarded  when  the  deal  closes. 

Example:  Gasoline  refiner  Tosco 
agreed  in  February  to  be  acquired  by 
Phillips  Petroleum.  Phillips  was  to  pay 
Tosco  investors  0.8  Phillips  shares  for  ever\' 
Tosco  share  they  tendered.  The  Merger 
Fund  bought  800,000  Tosco  shares  at  an 


received  on  exchanging  the  Tosco  stake. 

It  earned  a  7.5%  return  for  its  effort 
That  return,  unannualized,  takes  into 
account  the  pricing  spread,  the  dividends 
received  on  Tosco  and  the  payments  in 
lieu  of  dividends  the  fund  owed  on 
Phillips  to  the  lender  of  the  Phillips  shares. 
The  fund's  profit  also  reflects  some  inter- 
est income.  As  a  big  investor,  the  fund 
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j  TEST  YOUR  MARKET  IQ 

jOW  MANY  COMPANIES  ARE  THERE 
N  THE  S&P  MIDCAP  400? 


If  you  guessed  four  hundred, 
MidCap  Spiders  should  be 
ipr  an  easy  decision  for  you. 

/ou're  pondering  the  different  ways  of  investing  in  midcap 
impanies,  put  your  brain  at  ease.  MidCap  Spiders  are  the 
!St  parts  of  a  stocl<  and  a  mutual  fund  in  one.  Eacli  share  you 
ly  is  a  portion  of  the  whole  basket  of  S&P  MidCap  400™ 
)cks,  just  like  a  traditional  index  fund.  And  with  Spiders, 
3  management  fees  are  very  low.  You  buy  and  sell  MidCap 
)iders  the  same  way  you  buy  stocks,  paying  your  usual 
l)mmission.  And  Spiders  trade  all  day,  allowing  you  to  sell 
ytime  without  a  penalty.  MidCap  Spiders  (MDY)  are  one 
over  100  different  Exchange  Traded  Funds  listed  on 
13  American  Stock  Exchange.  So  you  can  be  smart  in  lots  of 
iierent  ways.  Talk  to  your  broker  or  financial  advisor  Or  to  get 
pre  details  call  1-800-THE  AMEX  or  visit  www.amex.com/MDY 


I  s  and  expenses  will  reduce  the  performance  of  ihe  MidCap  SPDR  Trust  as  compared  to  the  S&P  tVlidCap  400  Index.  For  more  complete  information  and  a 
spectus,  including  potential  risks,  on  IVIidCap  SPORs.  call  1-800-THE  AMEX  or  visit  www.amex.com/MDY.  Read  the  prospectus  carefully  before  you  invest. 
ICap  SPDRs  are  subject  to  risks  similar  to  those  of  stocks.  Investment  returns  will  fluctuate  and  are  subject  to  market  volatility,  so  that  an 
estor's  shares,  when  redeemed  or  sold,  may  be  worth  more  or  less  than  their  original  cost.  Past  performance  is  no  guarantee  of  future  results. 
'S  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPOR  Trust,  a  unit  investment  trust.  "Standard  &  Poor's:'  "  "S&R' "  "S&P 
Cap  400r'"'  "Standard  &  Poor's  Depositary  Receipts'"'  and  'f»/lidCap  SPDRs""  are  trademarks  o1  The  McGraw-Hill  Companies,  inc..  and  have  been  licensed 
use  by  PDR  Services  LLC  and  American  Stock  Exchange  LLC.  MidCap  SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted  by  S&P  a  division  of  The 
3raw-Hill  Companies,  Inc..  and  S&P  makes  no  representation  regarding  the  advisability  of  investing  in  MidCap  SPDRs.  ©2001  American  Stock  Exchange  LLC 
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Tie  holidays  draw  close.  Here  in  Tain,  we  are  labouring  day 

and  night  to  supply  Gkninoraiigic  to  gift-givers  the  world  over 


A 


dense  chill  overtakes  the  Highlands  eacii  year  at  this  time. 
Our  d.ns  i^KHv  shdrtor,  H.inint;  to  just  four  or  five  hours  of  grey 
twilight  oiii  ot  each  24.  Still,  just  across  the  firth,  our  houses  are 
alive  with  ligiit,  laugiiter  and  the  warm  incense  of  glowing  peat. 

For  the  sixteen  men  who  make  their  living  creating 
Glcnmorangie,  and  for  our  families  .ind  friends,  this  is  a  season  of 
celebration.  A.s  vou  might  imagine,  our  Highland  malt  enjoys 
great  popularity  at  local  holid.ij'  gatherings.  Arriving  with  a  bottle  in  hand  is 
the  most  reliable  means  we  have  found  for  coaxing  a  warm  smile  and  warm 
welcome  at  the  doorstep. 

Reports  from  abroad  suggest  that  Glenmorangie  (pronounced 
GlenMORangic.  as  if  trying  to  rhyme  with  ORANGEY)  produces  a 
simil.ii  i\  cnl iiuM.i.stic  response  ,u  cclcbiations  outside  of  Scotland. 

We  invite  you  to 
join  as  in  this  tradition 
ot  holiday  giving  and 
find  out  for  yourself. 


1  laiiicrajted  by  the  Sixteen  Men  qJ  Tain. 


GLENMORANGIE' 

SINGLE  HIGHLAND  MALT  SCOTCH  WHISKY 


MONEY  &  INVESTING 


43%  ale.  bv  v,>i 


Please  enjoy  our  whisky  in  a  responsible  fashion, 
i.iofj.  Imported  by  Brown-Forman  Beverages  Worldwide,  Louisville,  KY  ©2001 
\'isit  us  .It  www'.glenmoran^ie.com. 


could  demand  that  the  broker  handlin 
the  short  sale  rebate  to  the  fund  a  portioj 
of  the  interest  the  broker  earned  by  invest 
ing  the  proceeds  of  the  short  sale. 

As  we  said,  the  steady  positive  return, 
are  punctuated  by  the  occasional  ugl; 
surprise.  The  Merger  Fund  lost  $17  mil 
lion  when  European  antitrust  regulator 
kiboshed  GE's  purchase  of  Honeywell 
Despite  this  unpleasant  experience,  SmitI 
and  Green  were  buUish  on  mergers  in  thi 
aftermath  of  Sept.  11.  When  the  market: 
reopened  the  next  Monday,  some  merge 
arbitrageurs  were  skittish.  Wouldn't  ai 
attack  of  such  magnitude  cause  acquirer 
to  cancel  their  deals?  Big  institutions  an< 
hedge  funds  moved  to  cut  their  exposure 
fearing  the  worst.  Their  retreat  create< 
opportunities  for  the  Merger  Fund. 

Among  them:  Heller  Financial,  set  t< 
be  acquired  by  GE  Capital,  fell  6.5%  afte 
investors  got  spooked  by  Warren  Buffett' 
pulling  back  an  offer  to  buy  financial  ser 
vices  outfit  Finova's  junk  bonds.  Pape 
company  Willamette,  subject  to  a  year 
long  hostile  takeover  effort  by  Weycr 
haeuser,  fell  12%.  On  Heller,  the  fi 
earned  3.4%  in  the  month  after  Sept. 
on  Willamette,  it  has  made  7%  this  yeai 
with  more  expected  when  the  deal  close 
The  fund  cautiously  stayed  clear  o 
Enron-Dynegy  because  it  wasn't  sure  th 
merger  was  a  go. 

Green,  55,  has  managed  money  usin 
this  strategy  since  1980,  after  he  left 
career  at  Kidder,  Peabody  and  then  Gold 
man  Sachs  to  found  fund-sponso 
Westchester  Capital  in  Valhalla,  N.^ 
Smith,  53,  quit  business  school  to  join  as 
rookie  in  1986. 

Can  you  do  merger  arbitrage  c 
home?  If  you  want  to  try,  work  with  a 
least  $  1  million  so  that  you  can  efficientl 
assemble,  over  time,  40  or  50  positions,  a 
Green  and  Smith  do.  Also  note  that  yoi 
will  have  one  big  disadvantage.  It  is  cus 
tomary  on  Wall  Street  to  stiff  smal 
investors  engaging  in  short  sales:  The 
don't  get  any  broker's  interest  rebate. 

The  Merger  Fund,  reopened  in  Octoi 
ber  after  two  years  of  refusing  new  ac 
counts,  charges  1.34%  of  assets  in  armua 
expenses.  That's  more  than  you'd  pay  ol 
a  respectable  money  fund  but  less  than  thi 
1 .45%  charged  by  Gabeili's  fiind. 


How  would  you  define  alternative  investments? 

4;  Basically,  they're  non-traditional  investments,  such  as  hedge  funds  and  private  equity.  Or  co-investments  with  Citigroup  on 
I      major  ventures  that  are  usually  reserved  for  institutional  investors. 


Non-traditional  sounds  like  another  word  for  high-risk. 

\:    Actually,  it's  quite  the  opposite.  Traditional  investments  tend  to  follow  the  market,  while  alternative  investments  can  provide 
stable  returns  in  different  kinds  of  markets.  By  moving  beyond  traditional  investments,  you're  truly  diversifying  your  portfolio. 

What  level  of  diversity  are  we  talking  about  here? 

\:    Global  diversity,  in  a  sense.  We  utilize  all  the  resources  of  Citigroup  —  which  are  immense  —  to  deliver  the  full  spectrum 
of  alternative  investments  to  the  investor. 

How  many  people  are  involved  in  the  process? 

\:    Lots.  But  the  only  person  that  matters  to  the  investor  is  the  private  banker.  The  private  banker  is  privy  to  the  different  types 
of  alternative  investments  available  and  will  determine  which  of  those  makes  the  most  sense  for  a  particular  client. 

And  the  relationship  begins. 

\:    Precisely.  Relationships  are  everything.  We  don't  sell  products  to  our  clients.  We  listen  to  them.  We  have  a  dialogue. 
And,  together,  we  arrive  at  the  optimal  solutions  for  their  needs. 

To  have  your  own  dialogue  with  us,  call  1.800.996.2500,  ext.  510 

citigrou|>r 

I  private  bank 

f  Ninety  offices  in  fifty-eight  cities  around  the  world. 

The  Citigroup  Private  Bank"  provides  services  and  products  through  various  Citigroup  affiliates.  Not  all  services  and  products  are  available  at 
all  locations.  For  more  information,  contact  a  private  banker  or  relationship  manager.  ©2001  Citicorp.  All  rights  reserved. 

pnvestment  Products:  Not  FDIC  Insured  »  No  Bank  Guarantee  »  May  Lose  Value] 


Streetwalker 


Profit  Pump 


FALLlNCi  C:RUDH  PRICKS  HAVE  DliAGGED  DOWTM  OIL  COMPANY  EARNINGS 
and  stocks  lately.  An  added  problem  for  shares  of  newly  merged  Chevron- 
Texaco  is  concern  about  how  well  the  two  parts  will  integrate.  The  stock  is 
down  7.5%  since  the  deal  closed  Oct.  9  and  off  14%  from  Chevron's  May 
high,  while  also  lagging  behind  the  Standard  &  Poor's  oil  index  for  the  year. 
For  the  September  quarter,  ChevronTexaco  (NYSE:  CVX)  saw  revenue  slide 
16%  to  $22.2  billion;  lower  pump  prices  and  merger- related  charges  dropped 

net  income  by  45%,  to  $1.3  billion. 

But  Douglas  Ober,  manager  of 
the  Petroleum  &  Resources  closed- 
end  fund,  says  that  what's  now  the 
world's  fourth-largest  public  oil 
company  will  be  all  set  to  do  well 
once  oil  prices  recover. 

He  expects  $1.8  billion  in  annual 
cost  savings  from  integration.  Tex- 


Oil  Bust 


Declining  crude  prices  have  hurt  the  new  company, 
whose  most  recent  quarterly  earnings  fell.  Once  oil 


ChevronTexaco 

The  new  powerhouse  boasts: 


barrels  per  day 
of  refining  capacity; 


rankings  in  oil  reserves, 
and  oil  and  natural  gas 
production,  respectively; 


comes  back,  though,  ChevronTexaco  should  shine. 
$100 

95  r 

ChevronTexaco's  stock  price 

I             (Chevron  only  through  Oct.  9) 

90               Vv  A 

85  ' 

Sources:  Market  Guide  via  FactSet  Research  Systems: 
QQ        Bloomberg  Financial  Markets. 
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retail  gas  outlets. 


aco's  retail  muscle  will  blend  well  with  Chevron's  strengths  in  exploration  and  production.  Anc 
there's  no  overlap  in  filling-station  territories,  with  Chevron  fueling  the  West  Coast  and  Texacc 
the  Southeast  and  mid-Atlantic.  With  its  shares  at  a  recent  $86,  ChevronTexaco  sports  a  trail 
ing  P/E  ratio  of  12,  compared  with  sector  behemoth  ExxonMobil's  15.  — Daniel  Kruge 


What's  Black  and 
White  and  ... 

HOLLINGER  INTERNATIONAL,  CONTROLLED 
by  Canadian  media  baron  Conrad  Black, 
is  suffering  from  the  newspaper  ad 
drought.  Through  Sept.  30  the  company 
(NYSE:  HLR)  has  suffered  back-to-back 
unprofitable  quarters.  The  stock  has 
slumped  to  $1 1  from  its  2001  high  of  $16. 

But  E.  Clifton  Hoover,  a  comanager 
of  the  Pimco  Small-Cap  Value  Fund, 
believes  Hollinger  is  very  undervalued. 
For  one  thing,  it  is  debt-free  and  cash- 
flush  from  selling  off  the  National  Post 
and  scores  of  small  Canadian  papers. 
Further,  the  remaining  outlets  are  strong 
franchises  that  include  the  Chicago  Sun- 
Times  and  the  London  Daily  Telegraph. 
Hollinger  is  even  taking  a  flier  and  buy- 
ing a  12.5%  stake  in  the  startup  New 
York  Sun,  a  big  challenge  in  a  crowded 
market. 

Hollinger's  enterprise  multiple — 
market  cap  (there's  no  debt)  divided  by 
operating  income  (earnings  before  depre- 


ciation, interest,  taxes  and  nonrecurring 
items) — is  11,  affordable  next  to  Gan- 
nett's  11.8  and  the  industry  average  of 
12.3.  The  stock  sports  a  lush  5.1%  divi- 
dend yield.  — Christopher  Helman 

School  Daze 

EDISON  SCHOOL'S  BUSINESS  MODEL 
sounds  attractive:  It  takes  over  poorly 
performing  schools  in  exchange  for  a 
per-pupil  fee,  vowing  to  instill  fiscal  and 
educational  discipline.  Problem  is  that 
the  company,  which  has  $171  million 
in  cumulative  losses  since  becoming  a 
corporation  in  1996,  has  yet  to  turn  a 
profit. 

Edison  (Nasdaq:  EDSN)  stock  dropped 
precipitously  from  its  $39  high  in  Feb- 
ruary to  $11  in  October;  it  since  has 
rebounded  to  $19.  To  recruit  new 
clients,  Edison  takes  the  risk  of  lending 
them  money — $73  million  worth,  twice 
the  company's  loss  for  fiscal  2001  (end- 
ing in  June). 

And  there  are  $20  million  in  loans 
that  lack  collateral;  many  of  these  are  to 
private  nonprofits,  which  can't  turn  to 


the  taxpayer.  Some  loans  are  interest-free 
Several  insiders,  no  dunces,  have  beei 
selling  their  shares.  The  stock  has  furthe 
to  fall;  short  it.  - — Megan  E.  Mulligai 

The  Next  Wal-Mart 

DEPARTMENT  STORE  AISLES  ARE  AL 
too  empty  these  days.  The  Kohl's  depart 
ment  store  chain,  however,  is  the  excep 
tion,  says  Bill  A.  Dreher,  a  Robertsoi 
Stephens  analyst. 

The  retailer's  net  income  grew  35°/ 
through  this  year's  first  three  quarter 
while  rival  discounter  Wal-Mart  is  up  onl' 
4.5%.  In  same-store  sales  growth  Kohl' 
(NYSE:  KSS)  has  Wal-Mart  beat  5.9%  ti 
5.4%.  Key  to  Kohl's  appeal  is  its  emphasi 
on  cut-rate  brand  names  (Levi's,  Nike) 
which  make  up  80%  of  its  merchandise 
And  most  Kohl's  stores  are  freestanding— 
that  is,  not  in  malls — and  thus  are  easier  ti 
reach  from  your  parking  place. 

Warning:  At  $66.50  and  a  52  P/E,  thi 
stock  is  no  bargain.  What  you're  buying  i 
Kohl's  potential  and  growth  rate:  70  nev 
stores  are  planned  for  next  year. 

— Monte  Burh 
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Now  is  the  time  to  talk  about  strength. 


Times  like  these  demand  more  than  compassion. 
Which  is  why  we'd  like  to  provide  some  reassuring 
facts.  We  have  over  100  years  of  experience,  surplus 
in  excess  of  $8  billion  and  more  than  $60  billion  in 
assets.  Policyholders,  agents  and  brokers  should  feel 
confident  in  knowing  that  we  will  stand  behind  every 
single  one  of  our  commitments. 


PROPERTY  &   CASUALTY      •       LIFE  &   LT  C     •       GROUP  BENEFITS 

For  more  information,  see  an  independent  agent  or  broker,  or  visit  www.cna.com 

CNA  IS  a  service  mark  and  trade  name  of  the  CNA  Financial  Corporation,  Copyright  2000-2001.  All  rights  reserved. 


JMCpntrarian  ByJavidJkemai 


Pricey  Bear  Market 


EARNINGS  IN  THE  CURRENT  RECESSION  HAVE  ENTERED  A 
nuclear  winter.  The  Wall  Street  Journal  recently  reported 
that  GAAP  earnings  (which  include  all  normal  expenses) 
of  1 ,370  companies  it  surveyed  were  down  72%  for  the 
third  quarter.  That  resuh,  bad  as  it  was,  at  least  came  in 
slightly  better  than  the  second-quarter  drop. 

Earnings  under  generally  accepted  accounting  principles  for 
the  S&P  500  are  likely  to  fall  about  45%  this  year  from  their  2000 
record.  Even  the  more  forgiving  operating  earnings,  which 
allow  companies  to  cavalierly  omit  many  major  expenses  to 
enhance  the  bottom  line  (see  my  column,  Oct.  1 ),  will  be  down 
significantly — 27%. 

Whatever  measure  you  use, 
price/earnings  ratios  are  still 
very  high  on  the  S&P's  2001  esti- 
mated income — 41.9  on  GAAP 
earnings  and  28  on  operating 
earnings.  Next  year  is  not  much 
better.  The  S&P  500  trades  at  29 
times  estimates  of  GAAP  earn- 
ings and  21  times  operating 
earnings,  again  both  high  by 
historical  standards  for  what's 
billed  as  an  economic  recovery 
year.  At  the  bottom  of  the  1990- 
91  recession  the  S&P's  P/E  was 
14.1;  in  1973-74,  the  worst 
recession  since  World  War  II, 
the  multiple  was  7. 

A  lot  of  folks  expect  a  better 
2002  will  cure  all  ills.  A  V-shaped  recovery  will  commence  in 
next  year's  first  quarter,  they  say,  and  gain  momentum  through- 
out the  year.  That  would  be  nice,  but  don't  count  on  it. 

Despite  tax  cuts  and  Federal  Reserve  easing,  the  recovery 
will  be  far  less  vigorous  and  take  longer  than  the  market  is  pro- 
jecting. Further,  weakened  capital  expenditures  are  unlikely  to 
regain  much  strength.  Standing  in  the  way  is  manufacturing 
overcapacity,  particularly  in  the  high-tech  areas.  Saturation  buy- 
ing of  hard-goods  products  in  the  late  1990s  and  cost-conscious 
customers  are  powerful  forces  that  tax  stimulants  will  be  hard- 
pressed  to  overcome. 

Disappointments  lie  ahead  for  investors  who  buy  at  current 
lofty  multiples.  The  market  is  too  expensive  now,  and  earnings 
aren't  about  to  rejuvenate  anytime  soon  to  bail  things  out.  Now 
factor  in  the  potential  for  another  terrorist  attack,  giving  the 
econ.omy  and  the  market  another  surprise  wallop. 

Does  this  mean  you  should  stay  out  of  the  market?  No.  Al- 


Today's  high  stock 
multiples  are  an 
anomaly  for  a 
recession.  Don't 
expect  things  to 
improve  soon.  But 
you  can  still  find 
good  companies 
with  low  P/Es. 


major  pockets  of  value  where 
stocks  trade  at  below-norma 
multiples  of  their  earnings  oi 
their  cash  flow  (in  the  sense  o 
net  income  with  depreciatior 
and  amortization  added  back  in  i 
Here  are  four  to  consider 
First  the  oil  stocks,  trading  nea: 
their  12-month  lows  becaus< 
the  Organization  of  Petroleun 
Exporting  Countries  and  th< 
Russians  are  locked  in  a  prici 
war.  The  current  fear  that  oil  will  drop  to  $10  a  barrel  appear 
far-fetched  (January  crude  futures  now  are  $19.50).  More  likeh 
is  that  a  compromise  will  be  reached  fairly  quickly,  pushing  oi 
prices  back  up.  As  for  my  other  two  picks,  the  long-term  out 
looks  for  tobacco  and  drugs  are  bright. 

Conoco  (27,  COC)  is  an  integrated  oil  company  with  relativef 
large  reserves  that  has  just  announced  its  intention  to  merg. 
with  Phillips  Petroleum,  another  integrated  oil  company  witl 
good  reserves.  Falling  oil  prices  have  sent  the  stock  to  an  18°/ 
discount  from  its  12-month  high.  Conoco  trades  at  9  time 
trailing  earnings  and  4.5  times  cash  flow.  The  stock  also  pro 
vides  a  2.8%  dividend  yield. 

Kerr  McGee  (53,  KMC)  produces  oil  and  gas,  and  also  has 
stake  in  specialty  chemicals.  Like  Conoco's,  its  stock  has  beei 
knocked  down  from  its  12-month  high,  dropping  29%.  Ker 
trades  at  7  times  earnings  and  2.6  times  cash  flow.  The  yield  als 
is  nice:  3.4%. 

Philip  Morris  (47,  MO)  plans  to  change  its  name  to  Altri 
Group  to  escape  tobacco's  negative  image,  but  it  certainly  doe 
not  have  to  hide  its  superb  performance.  Earnings  should  be  u 
10%  this  year  and  a  fiarther  10%  to  15%  in  2002. 

Better,  the  big  tobacco  class  actions  are  over,  removing  th£ 
threat  to  earnings.  The  stock  trades  at  12  times  earnings  an^ 
10.4  times  cash  flow.  It  also  provides  a  rich  4.6%  yield.  With  th 
exception  of  1996,  the  dividend  has  been  increased  every  yea 
for  several  decades. 

Pharmacia  (44,  PHA),  the  pharmaceutical  concern,  has  stron 
competition  for  Celebrex  (arthritis),  its  most  important  drui 
and  Xalatan  (glaucoma).  The  stock  is  down  by  almost  one-thir 
this  year.  However,  promising  new  drugs  are  in  the  pipeline,  an 
higher  earnings  should' result  in  2002  and  succeeding  year: 
One-time  charges  for  its  merger  with  Monsanto  have  tem 
porarUy  helped  distort  the  P/E,  now  a  high  38.  Pay  no  attention 
The  stock  trades  at  a  P/E  of  23  on  2002's  estimates  and  yield 
1.2%.  I 


though  the  general  market  is  j  TTr^fl^fiC  I  ^^^"^  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contrariaf 
overpriced,  there  are  still  I  MM  ^^om  I  Investment  Strategies:  The  Next  Generation.  Find  past  columns  at  www.farbes.com/dreman. 
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server  technology  and  proven  industry  expertise.  J.D.  Edwards'  collaborative  enterpps 
igetheiiS^  create  scalable  integrated  edbusiness  solutions  for  mid-sized  companies.  Rap 
Tient,  low  total  cost  of  ownership,  less  cifflpex  e-business  -  get  it  all  at  ibm.com/solutior 


Yes,  But  By  James  Grant  

What  Deflation? 


EVEN  BEFORE  THE  START  OF  IHE  HOLIDAY  EATINC, 
season,  the  Federal  Reserve  was  putting  on  weight.  In 
the  three  weeks  to  Nov.  28,  the  grand  total  of  the  cen 
tral  bank's  assets  expanded  by  $1 1.8  bilHon.  Here  is 
Alan  Greenspan's  productivity  miracle.  Click  a  mouse 
and  billions  of  dollars  of  new  credit  are  conjured  into  existence 
(or  caused  to  disappear). 

The  Fed  buys,  or  refrains  from  buying,  securities  in  pursuit 
of  the  manipulation  of  the  federal  hinds  rate.  Having  imposed 
a  2%  target  in  early  November,  the  tenth  easing  of  2001,  the  Fed 
must  provide  the  volume  of  credit  to  make  its  decision  stick. 

This  may  turn  out  to  be  a 
very  generous  volume.  An  iron 
law  of  government  regulation 
holds  that  a  would-be  regulator 
can  fix  either  the  price  or  the 
quantity  of  a  chosen  commodity, 
but  not  both  at  once.  To  enforce 
a  very  low  funds  rate,  the  Fed 
must  supply  an  awful  lot  of  funds 
(assuming  constant  demand). 

For  the  time  being,  nobody 
is  worried  about  a  lead  foot  on 
the  monetary  accelerator.  As 
long  as  the  automobile  of  the 
national  economy  is  stalled, 
the  passengers  don't  mind  the 
sound  of  the  racing  engine. 
What  bothers  them  is  the  lack 
of  forward  progress. 

"Deflation,"  the  name  freely  given  to  this  syndrome,  is 
actually  a  misnomer.  In  a  proper  deflation,  all  or  most  prices 
fall.  Money  supply  shrinks  and  banks  fail.  This  blight,  your 
grandfather's  deflation,  is  not  what  ails  us  in  2001.  Money 
supply  is  growing  and  bank  failures  are  rare.  The  problem  is 
more  conventional:  a  recession,  albeit  the  first  synchronous 
global  downturn  in  25  years. 

This  is  no  small  thing — the  boom  preceding  the  bust  was 
no  small  thing,  either.  Deflation  could  become  a  much  bigger 
and  worse  thing.  Possibly  the  derivatives  markets  will  implode 
or  the  capital  markets  seize  up.  However,  so  unseized  are  the 
capital  markets  now  that  a  subsidiary  of  the  famously  uncredit- 
worthy  Revlon  was  recently  able  to  sell  $363  million  in  new 
junk  bonds  after  setting  out  to  raise  just  $250  million. 

Inflation  is  always  and  everywhere  a  monetary  phenome- 
nonv  Milton  Friedman  has  famously  adjured.  Monetary 
growth  today  is  running  strong,  with  broadly  defined  aggre- 
gates growing  at  double-digit  rates.  Not  to  worry,  however, 
many  Wall  Street  economists  contend.  Consumer  Price  Index 


October's  decrease 

in  the  CPUs 
misleading.  Energy 
and  auto  prices 
maybe  down,  but 
service  prices  sure 
aren't:  Tuition,  rent 
and  medical  costs 
all  are  rising. 


inflation  is  receding,  and  the 
deregulated  capital  markets  arc 
watching.  At  the  first  whiff  o 
rising  prices  the  "bond  vigi 
lantes"  would  mark  up  yield; 
in  protest. 

This  I  doubt,  not  onl; 
because  the  vigilantes  are  flesh 
and  blood  and  therefore  fallible 
but  also  because  they  slep 
through  the  high-tech  and  tele 
communications  borrowing 
binge  without  lifting  a  finger.  Besides,  an  interesting  thing  hap 
pened  on  the  road  back  to  the  economy  of  the  Hoover  Admin 
istration.  The  median  CPI  began  to  rise. 

The  median  CPI  is  just  what  it  sounds  like.  Strip  out  thi 
items  in  the  index  that  are  rising  most.  Strip  out  the  ones  thai 
are  faUing  most.  What  remains  is  the  midpoint,  i.e.,  the  me 
dian.  Economists  are  forever  doctoring  the  CPI  to  win  an  ar 
gument  or  prove  a  point,  most  commonly  by  removing  fooc 
and  energy.  The  median  CPI  is  a  more  objective  filter. 

For  the  past  year  or  so,  the  CPI  has  drooped  while  tht 
median  CPI  has  strengthened.  In  October,  compared  with  th( 
prior  month,  the  median  CPI  rose  by  0.4%,  while  the  CPI  fell  b' 
0.3%.  In  October,  compared  with  October  2000,  the  median  CP 
rose  by  3.9%,  the  CPI  by  just  2.1%. 

The  source  of  the  difference  is  service  prices.  What  ever' 
consumer  and  most  economists  know  is  that  there's  no  defla 
tion  in  tuition,  rents  or  medical  costs.  Energy  prices  are  dowr 
as  are  imported  apparel  prices  and  automobile  prices.  Wha 
does  the  divergence  foretell? 

"Historically,"  says  Michael  F.  Bryan,  economist  at  the  Fed 
eral  Reserve  Bank  of  Cleveland,  the  keeper  of  the  keys  of  th 
index,  "when  you  have  a  divergence  of  this  magnitude,  whei 
the  CPI  is  going  in  one  direction  and  the  median  is  going  ii 
another,  it's  usually  the  CPI  that  changes  its  course  to  conforn 
with  the  median.  These  things  are  designed  to  track  the  sami 
trends.  They  will  not  diverge  indefinitely  because  it's  the  sam 
basic  set  of  weights." 

This  is  not  to  say  that  the  headline  inflation  rate  will  tur] 
back  up  next  month.  But  it  does  suggest  that,  if  deflation  fear 
touch  off  a  panic  sale  in  gold,  copper,  inflation-protected  Trea 
sury  securities  or  other  currently  scorned  inflation  hedges,  yoi 
might  coolly  consider  becoming  a  buyer.  As  for  the  Fed,  neve 
mind  what  it  says.  Watch  what  it  does.  Its  balance  sheet,  forn 
H.4.1,  is  posted  every  Thursday  afternoon  at  4:30  eastern  tim 
at  Mrvvw.federalreserve.gov/releases.  I 


Forbes 


James  Grant  is  the  editor  of  Grant's  Interest  Rate  Observeii| 
Find  past  columns  at  www.forbes.com/grant. 
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SMpport  the  USS  Mzona  Memorial  Fund.  You  and  your  company,  will  be  recognized  In 
the  Honor  Roil  of  Donors  at  the  Memorial  and  online  at  www.PeariHarborMemorial.com. 
Honor  Veterans  and  Active  Duty  Service  Members  in  your  life  or  your  company  who 

will  be  listed  in  the  Memorial  Registry. 

Tell  more  inspiring  sibrl^  of  America's  response  to  Pearl  Darbor  to  win  victory 
and  peace  inthe  Pr  '    Send  your  contribution  to:  USS  /4r/zona  Memorial  Fund, 
#1  Amm  Memorial  Place,  Honolulu,  Hawaii  9681 8.  Or  call  (808)  284-3792  for 
more  information  on  corporate  sponsorship  and  prominent  recognition  opportunities. 


rand  your  organisation  (^t}e:^/part  qfthe^ rest 
he  PeaN  Harbor  stinf^ai^^ 


88  Mzona  Memorial  Fund  is  a  Fund  of  the  National  Park  Foundation,  the  Congressionally 
red  nonprofit  partner  of  America's  National  Parl<s.  Our  cooperative  association  at 
58  Mzom  Memorial  is  the  Arizona  Memorial  Museuffi  Association, 


ARIZONA 
MEMORIAL 

MUICUM  AitOCMTION 


Free  Advertiser 
liiformatlon 

To  receive  free 
information  from 
Forbes  advertisers 
fill  out  the  form  below, 
circle  the  Advertiser's 
number  you're  .^^^^^ 
interested  in  ^^^^^^^5^^ 
and  fax  this  page  to 

1-630-739-9700 

or  visit: 

www.forbesadindex.com 


1  23456789 
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Name_ 
Title 


Company, 
Address 


City  

Postal/Zip  Code_ 

Country  

Phone  

Fax  


E-maiL 


Type  of  Firm:  (check  one) 
□Advenising/Marketing/PR 

□  Banking 

□  Engineering/Construction 
□Government 

□  Manufacturing 

□  Primary/Public  Utilities 
Piibiishing/Printing/Broadcasting 


□Software/Computer  Services 
□Telecommunication  Services 
□Travel/Tourism/Leisure  Services 
□Wholesale/  Retail/Import/Export 
□Other  Business  Services 
□Other  Financial  Services 


Automotive 

Acura 

1-800-TO-ACURA 
www.acura.com 

1.  American  Honda  Motor  Company 

1-800-33-HONDA 
www.honda.com 

2.  BMW  of  North  America 

1-800-334-4BMW 
www.bmwusa.com 

3.  Cadillac 

1-800-333-4CAD 
www.cadillac.com 

Computer/Technology 

Computer  Associates 

www.computerassociates.com 
Dell  Computer  Corporation 

www.dell.com 

Consumer  Products/Services 

4.  Chevy  Tahoe 

1-800-950-2438 
www.chevy.com/tahoe 

5.  Infiniti  (2001) 
1-800-706-9923 
www.infiniti.com 

6.  Sharp  Electronics  Corp. 
1-877-78-connect 
www.sharp-usa.com 

Financial  Services 

7.  TIAA-CREF 

www.tiaa-cref.org 

Hotels 

8.  Beverly  Hills  Convention  &  Visitors 
Bureau 

1-800-345-2210 
www.visitbh.com 

Real  Estate 

9.  The  Remington 

1-310-474-9300 
www.the-remington.com 

Business  Classified 

10.  Academic  Resource  Center 

1-800-951-1203 
www.arrc.org 

11.  Bally  Financial  Group,  Inc. 

1-888-539-5006/Louis 

12.  Capital  Asset  Management 

www.assetprotection.com 
1-800-710-0002 

13.  Delaware  Business  Inc. 
www.e-incorporate.com 
1-800-423-2993 

14.  Great  western  Business 
1-800-999-SAVE 
www.gwbs.com 


15.  Elliot  Goldstein  Consultant 

1-888-327-6723 

16.  The  Loan  Consultants 
1-800-336-3933 
www.viewTLC.com 

17.  Magnificent  Impressions 
1-888-543-6995 
www.fastflames.com 

18.  Portraits  by  McCready 
1-888-473-7878 
www.benmccready.com 

19.  Nationwide 
1-800-995-0049  ext  7675 

20.  Publishers  Guild 
1-800-675-6144 

21.  Registered  Agents,  LTD 
1-800-441-5940 
www.lncUSA.com 

Steven  Sears  CPA/Attorney 
1-714-544-0622 
www.searsatty.com 

22.  John  Christian  Jewelry 
www.rlngbox.com 

Maine 

Maine  Department  of  Economic  a 
Community  Development 

www.econdevmaine.com 

Wright  Express  LLC 
www.wrightexpress.com 

University  of  Maine  System 
www.maine.edu 

Maritimes  &  Northeast  Pipeline, 
www.mnp-usa.com 

CommTel 
www.commtel.net 

Clareon 
www.ciareon.com 

Visual  Commumcations@Work 
"f!  Epson 

www.epson.com 

Destination  Hong  Kong 

23.  Great  Eagle  Hotel 

www.gehotel.com 

24.  Harbour  Plaza  Hong  Kong 
www.harbour-plaza.com/hphl< 

25.  Hong  Kong  Tourism  Board 
www.DiscoverHongKong.com 

26.  Hotel  Miramar  Hong  Kong 
www.miramarhk@hmhm-group.com 
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Advertisement 


Portraits 


Oil  Portraits  by  Benjamin  McCready 

"I In  liiii'M  punraiis.  the  hi  s!  pi  u  cs.  uml  mi  tiitsiii passed 
ri'i  ord  oj  ctieiu  sol'sjoi  lion  for  more  than  25  years." 

"Benjamin  McCrcady  is  one  of"  tlu- 
wcirkl's  leading  portrait  painters.  He 
has  earned  international  aeelaini  lor  liis 
stnnnin!;  portraits  of  distinguished 
statesmen,  eorporate  leaders,  and 
renowned  educators.  The  e.xeeptioiial 
quality  of  his  work,  his  iinpressive  list 
of  clients,  and  an  unsurpassed  record 
of  highly  successful  commissions  puts 
him  at  the  top  of  his  profession." 

The  (iiiild  Sourcehiiok 

Call    lor    color    brochure  to 

discover    how    easy    it    is  to 

cotiiinissioii  your  corporate  or 
laiiiily  portrait. 

888.473.7878 
www.benmccready.com 


usiness  Opportunities^Business  Opportunities 


WHY  DIDN'T  I  THINK  OF  THAT 


llial's  Ilk-  response  uc  lu'.ii  alter  we 
■xpl.iin  our  unri|ue  and  e,\eiling 
ipportunily.  If  you're  looking  for  a 

iniple  business  with  HIGH  INCOMB 
■dllNTIAl.  and  absolulelx  no 
'^■unuJc.      let's      talk.  $l'2.900 

i\  '  •.liiienl  reiiiiired. 


Call  1-800-675-6144 


$4,500 
PER  CLIENT 


)lleiinL'  .illnidahle  asset  proieclion 
•  >  make  elieiils  lawsuit  proof.  All 
111  local  appointments  you  can 
i.mdle.  Lifetime  residuals.  2-1-hr 
recorded  inf<K  (800)-653-4497 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Piotds 
Cotnplete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


INCORPORATE  lorailllilrii, 

Phone  800-441  -5940  $4  ^  Q 
Online  www.lncUSA.com  1^3. 
Fax  302-421-5753  „^p„„ 


REGISTERED  AGENTS.  LTD. 


I 


FFSHOltE 


^C"om  panics 
Mtanking 
>l  'rfdit  Cards 
M'l-ivacv 


Capital  Asset 

N4ar»  a  j<emcr»  t 
SOO)  710-0()()2      rre«  Brochure 

Visa/MC/Amex  wwwjisjw1protecUon.com 


Arrange 

e<iuipment  leases  •  Factoring  •  Busim*ss 
loans  of  AJLL  types  •  No  experience  needed. 

SEE  FOR  YOURSELFI 
Visit  us  at  www.viewTLCcom  where  making 
money  is  as  easy  as  receiving  your  E-mail! 

RECEIVE  A  COLOR  INFO  KIT 

AND  FKEE  VIDEO  SEMIN 
The  Lotn  Consultants,  Inc. 
<inoe  1963 


S  OVER  THREE  BILLIONS  ■  eWhCOT jOOTafe 


'ORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
'Ai|or  Mantilacluring  lo  Small  Relail  Shops 
No  Cost  To  Review  Businesses 

To  Buy  or  Sell 
1  -SOO-ggg-SALE  •  1 -972-98O  9969 
www.gwbs.com 
AT  V^ESTERN  BUSINESS  SERVICES,  INC. 


NATIONWIDE 


•Registered  agent  services 
•U.S.  bank  accounts  opened 
•Nominee  director  services 
Delaware  Incorporation  Handbook 
Delavitare  Business  Incorporators,  Inc. 

8Q0.423.2993 


Flags  &  Freeddm  Eagle 


Pof(GCt  tor  you'  uiitr\  oflK  o  iind  honiu 


1  1 1  iiBiiiig  AultjmoKvn  AltitudiFi 


American  Flags 

Set  ol  6 

'<  large  Hag  (9.2"w  X  5"  ti) 

I  medium  Hag  (7"w  X  3.8"  h) 

4  business  card  size  Hags  (3.5"w  X  i  .9"  h) 


M.ignetic  Flags 
(  Ol's  thin) 

»18.95  pluslm.  S«H 


Slotic  Cling  Flags 

(.004  thin) 

SI  3  95  pluslm,  S&H 


vinyl  Pressure  Scncltiv*  Flags 

(.004  thin) 

51 3.95  plu«l«».  8»H 


Freedom  Eagle  Flames 


M,i,|iirin  (.015"  Ihin) 
2  large:  22"  x  5".  4  llame  licks 
S59.95  plus  lax,  SSH 


III  Xn.ii  pio'.MiK'  ■..'cisillvc;  vinyl  (.004"  thin) 
2  large:  22"  x  5",  4  llame  llclts 
S58.95  plutlaK.  SIH 


5°o  of  Gross  Revenue  Donated  to  American  Red  Cross 


,  .  Sacuro  Online  Orderlnf) 

www.FastFlames.com 
(888)  543-6995 

5063  F  Commorcial  CIrcIo,  Concord,  CA  94520    '      faX  (888)  543-1188 


Jewelry 


:    40%  APR 

s 

WE  OFFER  DEPRECIATION* 

$13,500  /  42  MOS. 
(228)539-5006/  985)966-3763 
BALLY  FINANCIAL  LLC. 

*30%APR 


Education 


loiiN  db  Christian 


DESIGNERS  ft  CIIAI  I'.MI 


14K  GOLD 
R/MSri)  MONOI.HAM 

'lor  llic  liolidiiiis 
' order  inj  12/17- 

MAN's  $449 


FREE  EVALUATION. 

Accredited  universities  oflei  full  credit 
lor  lite  and  work  experience.  Bachelor's, 
H/laster's,  and  Ph.D.  degrees  In  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  contidentlal 
evaluations.  Guaranteed  Student  Loans 
1-800-951-1203  www.arrc.org 
Fax:  1-707-371-2979 
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www.ringbox.com 

1-888-646-6466 


Legal  Services 


ASSET  PROTECTION 


Domestic  &  OIIsIioit  .Slriilf^ii's 
Compuiiies,  Trusts,  I'riviite  Kiinkiii); 

•Maximum  Privacy  •  Tax  Savings 
•  lislalc  I'laiiiiiii).'  •  Crldlial  InveslMicnls 


Steven  Sears,  CPA  •  Attorney  at  Law 

714-544-0622  •  www.searsatty.corh 
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T  H  n  []  G  H  T  S 

On  the  Business  of  Life 


Oh  how  I  hate  the  end  of  the  holidays!  School-returning  young  may  feel  that  their 
sadness  at  the  end  of  holidays  is  unmatched,  ununderstood  except  by  their  fellows. 
Wrong.  You  know  something?  That  exhausted,  overworked  bedraggled  Mom  is  even 
sadder  to  see  those  unfathomable  mugs  depart.  Even  tolerant,  bankrupt,  ever-growling  dads  actually 
rue  the  day  that  reopened  schools  give  back  to  parents  their  homes — empty.  Parents  have  exactly  the 
same  complaint  about  vacations  as  their  schoolsters:  They're  too  short.  — MALCOLM  S.  FORBES  (1966) 


At  Christinas  play,  and  make  good  cheer, 
Vor  Christmas  comes  but  once  a  year. 

—THOMAS  TUSSF.R 


Let  us  be  of  good  cheer,  however, 
remembering  that  the  misfortunes 
hardest  to  bear  are  those 
which  never  come. 

— JAMF.S  RUSSELL  LOWELL 


Strange  to  sec  how  a  good  dinner 
and  Jeasting  reconciles  everybody. 

—SAMUEL  PEPYS 


I'Icasc  to  put  a  nickel. 
Please  lo  pul  a  dime. 
How  petitions  trickle 
III  (It  Christmas  time! 

—PHYLLIS  MCGINLEY 


I'm  walking  backwards  for  Christmas 
across  the  Irish  Sea. 

—SPIKE  MILLICAN 


Mankind  must  remember 
that  peace  is  not  God's  gift 
to  his  creatures;  peace 
is  our  gift  to  each  other. 

— ELIE  WIESEL 


Giving  presents  is  a  talent;  to  know  what 
a  person  wants,  to  know  when  and  how 
to  get  it,  to  give  it  lovingly  and  well. 

—PAMELA  GLENCONNER 


A  gift  in  season  is 

a  double  favor  lo  the  needy. 

— PUBLILIUS  SYRUS 


The  excellence  of  a  gift  lies  in  its 
appropriateness  rather  than  in  its  value. 

—CHARLES  DUDLEY  WARNER 


Green  Christmas,  white  Easter. 

—GERMAN  PROVERB 


Call  a  truce,  then,  to  our  labors — 
let  us  feast  with  friends  and  neighbors, 

And  he  merry  as  the  custom  of  our  caste; 

For  if 'faint  and  forced  the  laughter," 
and  if  sadness  Jollow  after, 

We  are  richer  by  one  mocking 
(Christmas  past.  ' 

— RUUYARD  KIPLINC 


For  months  they  have  lain  in  wait,  sodden 
with  alcohol,  their  massive  bodies  bulging 
with  strange  green  protuberances,  attack- 
ing us  in  our  homes,  at  our  jriends'  honiesi 
at  our  offices — there  is  no  escape, 
it  is  the  hour  of  the  fruitcake. 

—DEBORAH  PAPIEB 


A  Text... 

Draw  nigh  to  God,  and  he  will 
draw  nigh  to  you. 

—JAMES  4:i 

Sent  in  by  Lois  Bloch,  Somis,  Calif.  What's  you 
favorite  text?  The  Forbes  Book  of  Quotations 
Thoughts  on  the  Business  of  Life  is  given  td 
senders  of  Bible  texts  that  are  used. 

More  than  14,000  "Thoughts,"  arranged  alphabetically  bj 
subject,  are  available  in  a  900-page,  one-volum 
deluxe  edition,  foriies  Hook  of  Quotations:  Thoughts  on  tm 
Business  of  Life.  The  price  is  $40,  plus  $3.50  shipping  a™ 
$1  per  item  for  handling  (add  applicable  sales  tax} 
To  order,  please  call  toll-free,  1-800-876-6556. 
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